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taveThe  Least  Oi, 
lie  Most  Of.  Time. 


It  seems  as  11  i.ieic  o  nvvCi    jugh  of 
it.  And  we  realize  the  last  thing  you  can 
afford  to  do  is  run  out  of  it.  So  to  help 
you  make  the  most  of  it,  Delta  Air  Lines 
has  a  flight  leaving  every  17  seconds  of 
every  day  to  almost  anywhere  in  the 
world  your  business  might  take  you. 
To  London,  Frankfurt,  Paris,  Rome. 
To  Tokyo,  Hong  Kong,  Bangkok,  Seoul. 
And  every  step  of  the  way,  we'll  do 
everything  possible  to  make  sure  you 
not  only  arrive  relaxed  and  refreshed, 
but  also  with  plenty  of  time  to  spare. 
Join  us  on  your  next  business  trip. 
We  think  you'll  love  the  way  we  fly 
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It   has  an  expansive  W  H  I  S  P  I'  R  -  QU  I  E  T 
interior  that  o  f  fe  r  s  a  S  E  R  E  X  E  f  e  e  1  i  n  g  unlike 
anything  else.     It   has   a  MUSCULAR 
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iP  HI  ST  I  CAT  ED  suspension  system 

that  sets  new  standards  of  driving 
EXCELLENCE.  It  is  the  highest  level 
of  Toyota  CRAFTSMANSHIP, 
Q_U ALITY  and  technology. 
k1  it  is  built  e.xclusively  in  America. 

It  is  AVAL  ON...  the  new   FLAGSHIP  from  To  y  o  t  a  .  .  .  s  t  a  r  t  i  n  g  at  only  $  2  2,75  8.* 

Experience  the  TRANQUILITY.  Call   1  -  8  0  0  -  G  O -TO  YOTA  for  a  VIDEO, 
COMPUTER  DISKETTE  or  BROCHURE  and  location  of  your  NEAREST  DEALER 

®  TOYOTA  A  V A  L  O  N 

I  Love  What  You  Do  For  Me 


i-mounted  glass  and 
panels  make  Avalon 
for  the  ear  and  more 
pleasing  for  the  eye. 


A  li<iuid-Jttled  engine  moiinl 
makes  a  quiet,  all-aluminum 
engine  even  quieter. 
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THE  DEAL  MILL 

MICROSOFT  AND 
INTUIT  MAY  NOT  DO  IT 

IS  THE  MICROSOFT-INTUIT 

deal  a  goner?  Could  be.  Some 
company  insiders  are  already 
resigned  to  a  thumbs-down 
from  the  feds  for  antitrust 
reasons.  Wall  Street  specula- 
tion is  rife.  Ominously,  the 
Justice  Dept.  already  is  deep 
into  a  rare  second 
round  of  fact-find- 
ing on  the  $1.5  bil- 
lion deal.  That  has 
in  turn  forced  In- 
tuit, the  leader  in 
personal  financial 
software,  to  ex- 
tend its  deadline 
for  approval  of  the 
buyout  by  two 
months,  to  May  30. 

Wlien  the  offer 
was  made,  in  Sep- 
tember,  investors  were  gid- 
dy. Intuit's  stock  jumped  to 
more  than  S70  per  share 
from  its  previous  $40  range. 
The  two  companies  crowed 
that  thev  would  be  in  the 


COOK:  ^tailing  p 


vanguard  of  a  profitable  new 
business — onhne  financial 
management.  Another  plus: 
Intuit  CEO  and  founder  Scott 
Cook  would  be  Microsoft's 
electronic-commerce  honcho. 

But  on  Feb.  14,  U.  S.  Dis- 
trict Court  Judge  Stanley 
Sporkin  rejected  a  Justice 
Dept.-Microsoft  antitmst  set- 
tlement as  too  lenient.  Legal 
experts  say  the  Intuit  deal 
could  be  a  casualty  of  Jus- 
tice's battle  with 
Sjjorkin.  They  fig- 
ure Justice,  which 
is  appealing  the 
judge's  decision, 
may  block  the  In- 
tuit deal  to  avoid 
looking  like  the 
patsy  Sporkin 
makes  it  out  to  be. 

Tea-leaf  readers 
aren't  encouraged 
by  the  delay.  No 
wonder  Intuit's 
stock  has  sunk  to  around 
S63 — fai'  below  the  S80  acqui- 
sition payout.  Still,  both  com- 
panies say  they  remain  hope- 
ful the  deal  will  succeed — one 
day.  Amy  CoHese 


FED  FOLLIES 


CHIEF  OF  THE  OPEN  MOUTH  COMMIHEE 


IT     WAS     ALAN  BLI.VDER'S 

preemptive  strike.  Or  so  say 
veteran  Fed  watchers  after 
Mce-ChaiiTnan  Blinder  spoke 
on  Federal  Resen  e  policy  on 
Feb.  17,  just  five  days  before 
Fed  Chairman 
Alan  Greenspan's 
annual  testimony 
to  Congress  on 
the  central  bank's 
monetaiy  goals.  "It 
was  unusual,"  says 
one  former  Fed 
governor.  "Green- 
span was  probably 
miffed."  Neither 
man  would  comment. 

The  timing  of  Blinder's 
blabbing  is  unusual  for  the 
traditionally  mum  Fed.  But 
he's  the  leading  advocate  of 


BLINDER: 

Scene  steale 


openness.  That's  why  the  cen- 
tral bank's  poIicATnaking  Fed- 
eral Open  Mai-ket  Committee 
is  turning  into  the  Open 
Mouth  Committee.  Blinder 
told  the  Bond  Club  of  Vir- 
ginia that  the  Fed  may  be 
near  the  end  of  its  yearlong 
series  of  interest-rate  hikes. 
Greenspan,  in  Feb.  22  testi- 
mony, was  more  circumspect 
about  the  futui'e. 

Blinder  scheduled  the 
speech  thinking  it  would 
come  after  Greenspan's  tes- 
timony. WTien  the  chaimian's 
appearance  was  delayed,  he 
went  ahead  anyway.  Fed 
sources  say  Blinder  didn't 
mean  to  upstage  Greenspan, 
but  wants  to  signal  his  inde- 
pendence.    Owen  Ullmann 


TALK  SHOW  "I'll  fight  a  minimum-wage  increase  with  ever 

fiber  of  my  being."  —House  Majority  Leader  Richard  Armey  (R-Tej:.) 

"That's  the  type  of  passion  you  reserve  for  trying  to  prevent  a 

nuclear  war."  —Senator Paul  Wellstone  (D-Minn.) 


NEWTONIAN  ECONOMICS 

GRIPES  GET  THEIR 
DAY  IN  CONGRESS 

REGULATIONS  RUN  AMOK  ARE 

a  Gingrichite  pet  peeve.  So 
the  new  Repubhcan  majority 
plans  a  monthly  Coirectioi:- 
Day,  when  local  govern- 
ments and  businesses 
can  ask  the  House  for 
rehef.  The  Senate, 
which  must  concur  in 
any  inle-axing,  is  mull- 
ing a  similar  move.  It? 
point  man  on  regs.  Sen- 
ator Don  Nickles  (R- 
Okla.),  hkes  the  idea. 
The  first  Corrections 
Day,  decried  by  en\Tron- 
mentahsts  and  liberals 
as  gutting  vital  pubhc  safe- 
guards, uill  take  place  in  ear- 
ly spring.  Meanwhile,  the 
House  expects  to  vote  Feb. 
24  to  fi-eeze  new  iTiles. 

House  Speaker  Newt  Gin- 
giich  (R-Ga.)  got  the  Coirec- 
tion  Day  notion  after  San 
Diego    complained  about 


Washington's  forcing  it 
undertake  a  SIO  billion  sc 
age-plant  upgrade.  The  gri{ 
Treated  effluent  must 
pure  enough  to  dump  into 
lake,  but  the  city  pours 
wastewater  into  the  Pacil 
WTiile  the  feds  cut  San  Die 
.    -■   ■'         -    -av  th 


DIEGO:  Wa^^t 


must  be  fair  to  other  citi 
Another  endangered  vo 
A  lai-ge  crew  (7,400)  of  fedi 
al  meat  inspectoi's  must  ej 
ball  carcasses.  Critics  we 
to  switch  to  less  labor-int( 
sive,  more  accui^ate  microb 
testing — w-hich  the  feds  agi 
with.         Mary  Beth  Reg 


THE  LIST  WONDERS  OF  TOMORROW 


The  hot  technologies 
for  the  next  decade 
will  bring  pocket- 
size  computers,  insu- 
lin pumps  embedded 
in  diabetics'  bodies, 
and  anti-aging 
creams  that  really 
work.  According  to 
Battelle  Technology 
agement  Group,  the 


SUPER- 
INSULATOR 


Man- 
most 


striking  feature  of 
these  wonders  will 
be  advances  in  min: 
aturization  in  fields 
ranging  fi'om  medi- 
cine to  electronics. 
The  leading  new- 
technologies  will  be 
both  practical  and 
affordable,  say  the  Battell 
reseai'chers. 


TOP  10  TECHNOLOGIES  FOR  2005 

As  ranked  by  Battelle 

1.  GENOME  MAPPING  Gene  probes.  P£edict_ing_who_wiH  get_what_dis^^ 

2.  SUPERMATERIALS  Rugged,  adaptable,  for  comm_unicatio_ns,_energy,  transi' 
I  COMPACT  ENERGY  SOURCES  Powerf  ul.  long-la_sting_fuelj:elis,  ba_tteries_ 

4.  HIGH-DEFINITION  TV  Digital  video,  gives  better  corrip_ut8riiTia_gm_g_^ 

5.  HANDHELD  ELECTRONIC  DEVICES  Phone,  fax.  computer  together 

6.  MANUFACTURING  SMART  SYSTEMS  Sensor-driven  assembly  lines 

7.  ANTI-AGING  PRODUCTS  Creams  erase  wrinkles,  gene  tinkering  slows  agin 
S.  TARGETED  MEDICAL  TREATMENTS  Zaps  ailrpent  only.  reduces  side  effects 

9.  HYBRID-FUEL  VEHICLES  Lower  gas  us_e_andemission_s^ higher  pe^^ 

10.  EDUTAINMENT  Educational  gam_es,_compiiter[zed_simulatjons  for  kids 

DATA;  BAnELlXTECHNOLOGr  MANAGEMENT  GROUP 
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PRODUCT  PEEK 

PARKING  SPACES 
OUT  OF  THIN  AIR 


THE     PARKING  NIGHTMARE 

for  urban  motorists  just 
might  have  a  solution.  Con- 
scious of  the  challenge  of 
tight  city  spaces,  a  Miami 
company  has  come  up  with  a 
Ferris-wheel-like  machine 
that  stores  cai's. 
This  removes  the 
need  for  vast 
lots  or  multistoiy 
garages — which 
often  can  cost  a 
million  or  more 
in  a  cramped 
dowTitown.  The 
\  ertiPai'k,  as  the 
thing  is  called, 
costs  about 
S10,000  per  auto 
berth,  so  for  a 
standard  32-car 
tower,  that's  a 
mere  §320,000. 

The  tower,  de- 
veloped by  Miami-based 
CompuTower  Technologies, 
allows  you  to  park  at  the 
gi'ound  level.  Then,  with  the 
push  of  a  button,  the  machine 
raises  your  car  so  there's  an 
empty  compartment  for  the 
next  vehicle. 


f 


A  VERTIPARK:  /  >f 

ho[jt  if  dutsi('t  break 


\'ertical  parking  isn't  any- 
thing new.  The  Big  Three 
auto  makers  have  used  simi- 
lar parking  towers  to  store 
cars  at  their  plants.  But  the 
National  Parking  Assn.,  the 
trade  gi'oup  for  parking  fa- 
cilities, credits  CompuTower 
with  commercializing  the  con- 
cept. Thus  far,  the  company 
has  been  able  to  swing  big 
deals  for  the  VertiPai'k  only 
overseas,  with  a 
SlO.5  milhon  con- 
tract in  Mexico 
and  a  S23.5  mil- 
lion joint  ventui'e 
in  Taiwan. 

In  the  U.  5.. 
smaller-scale  op- 
erations can  be 
found  outside  a 
Honolulu  office 
iniilding,  a  Las 
\  egas  casino,  and 
New  York's  ven- 
erable Yankee 
Stadium.  When 
the  tower  was 
put  into  service 
last  year,  the  idea  w-as  for 
ballpark  employees  to  use  it 
because  of  congestion  in  the 
lot.  Alas,  that's  not  a  prob- 
lem of  late,  although  the  Yan- 
kees say  that  they  might 
take  more  tow-ers  if 
needed.   Oluwabunmi  Shabi 


SHOWBIZ 


HYPERMAN  CLOSES  IN  ON  YOUR  KIDS 


IBM  S  CARTOON  SUPERHERO, 

like  his  coi-porate  sponsor,  is 
sui'ging  ahead.  When  we  last 
left  Hypeniian  in  the  fall,  he 
was  batthng  such  e\il-doers 
as  Kid  Chaos  and  Entrob 
and  fighting  to  land 
Saturday  morning  T\' 
progi-am.  WeO,  way  to 
go,  H-man.  CBS  will 
begin  ahing  a  Hj'i)er 
man  cartoon  show  in 
September 

It  will  be  a  vast  ' 
expansion  of  the 
audience  for  The  Adventures 
of  Hypennan.  cuiTently  a  CD- 
ROM  progi-am  being  developed 
by  IBM  and  a  HoIl\-wood  team 
to  teach  kids  ages  8  to  11 


about  science  in  an  entertain- 
ing way.  "CBS  fell  in  love  with 
it  right  off  the  bat,"  says  Cal 
Moirell,  a  manager  with 
.^^^  IBM's  Multimedia  Pub- 
'Y^'  lishing  Studio  in  Atlan- 
ta. Look  for  Hyper- 
man  to  explore  other 
topics,  such  as  histo- 
id" and  geogi'aphy.  IBM 
and  its  partners  are 
even  eyeing  tie-in 
deals,  such  as  Hj^per- 
man  toys  and  T-shirts. 
And  why  not?  Now  that 
Big  Blue  has  relaxed  its 
starchy  dress  code  and  gone 
casual,  the  T-shirts  could  be 
a  hot  item  among  company 
employees.  Ira  Sager 


GREAT  OUTDOORS 

NO  MORE  SMOKEY 
THE  NICE  BEAR 

SMOKEY     THE     BEAR  ISN'T 

letting  careless  campers  off 
with  a  stern  warning  any- 
more. The  U.  S.  Forest  Ser- 
vice is  cracking  down  by 
sending  veiy  large  bills  to 
anyone  who  sets  a  national 
forest  ablaze.  With  camping 
season  coming  up — and 
hordes  of  eager  outdoor  t\-pes 
planning  trips  now- — the  I'ang- 
ere  want  to  avoid  more  of  the 
fires  that  have  devastated 
woodlands  in  recent  yeai-s. 

Rangers  sent  out  nearly 
200  invoices  to  individuals 
and  companies  responsible  for 
fires  in  a  four-state  area  of 
the  West  last  year.  They 
slapped  the  Durango  &  Sil- 
verton  Narrow  Gauge  Rail- 
road with  a  S450,000  tab  to 
cover  the  cost  of  fighting  a 


southern  Colorado  conflag 
tion  started  by  sparks  flji 
fi-om  its  vintage  coal-bumi 
steam  locomotive. 

Then  there's  the  man  w 
tried  to  get  rid  of  camps 
toilet  paper  by  burning 
causing  a  fii'e  that  laid  wa; 
to  15,000  acres  in  Idah 
Pavette  National  Forest. 


LATE,  GREAT  TREES:  R.I.F 

received  a  bill  for  more  th 
S3  miUion.  The  rangers  la' 
dropped  the  fine,  howev 
since  the  fellow  had  \v 
monev.        Sandra  Atchi- 


THE  BIG  PICTURE 


Shrinking  the  federal  workforce  is  all 
the  rage.  Head  count  inched  up  until  the 
1990s,  when  the  mUitan;  in  particular, 
started  shrinking.  But  in  relation  to 
overall  emplovTnent,  federal  workers' 
share  has  been  dropping  for  a  long  time. 


FEDERAL  EMPLOYEES  AS 
-  PERCENT  OF  TOTAL  — 
WORKFORCE 


r  T  T  I  I  I  I  T  I 


r  T  I  I  I  1  T  I  I 


70      75      80      85  90 
DATA.M£RRIUUrNCH&CO. 


FOOTNOTES  Headhunters  who  say  Republicans  will  improve  the  executive  job  market:  66%.  Execs  who  agi'ee  with  that:  15% 
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Why 

your  information 
systems  should  be 

Architected 

Change. 


BUSINESS    OC^HV  REALITY 


Find  the  perfect  solution 
for  your  business  and  the 
problem  wiU  change. 


O      G      O      O  O 


No  company  is  a  stranger  to  change. 
Whether  or  not  change  is  a  habihty,  however, 
depends  on  the  flexibility  ot  your  information 
system.  Therein  hes  the  beaut\^  ot  Sybase. 

We've  been  one  of  the  fastest  growing 
companies  in  the  software  industiy  because 
of  a  smiple  but  profound  idea:  Information 
systems  that  adapt  to  change  give  you  a 
sustainable  business  advantage. 

Sybase  systems  let  you  build  flexibilit\^ 
into  all  of  your  operations.  I'rom  customer 
semce  and  order  processing,  to  marfceting  and 
finance.  That's  because  our  sofWare  architec- 
ture was  designed  to  be  completely  adaptable. 

You  see,  other  companies  sell  you  a 


short-term  fix  with  a  long-term  drawback. 
You  get  locked  into  doing  things  their  way. 

Sybase,  on  the  other  hand,  solves  your 
immediate  needs  within  an  adaptable  architec- 
ture that's  prepared  to  handle  future  change. 

That  explains  why  companies  like 
Federal  Express,  MCI,  and  Avis  ha\'e  chosen 
Sybase.  So  call  1-800-SYBASE-l,  ext.  6832 
to  learn  more. 

It'll  be  well  worth  your  time.  Because 
tomorrow,  eveiything  will  change. 

ISybase 

Architected  for  Change  " 


Ouliidc  Ihe  U.S.  call  410-224-Sim.  ©  1 W5  Sybase.  Inc. 
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ALBERT  SHANKER:  NOT 

OUT  TO  OUST  KIRKLAND  

Aaron  Bernstein  reports  that  some 
labor  leaders  are  dissatisfied  with  Lane 
Kirkland  and  would  Uke  to  see  someone 
else  as  president  of  the  AFL-cio  ("Why 
Lane  Kirkland  looks  like  a  lame  duck," 
News:  Analysis  &  Commentary,  Feb. 
13).  So  what's  new?  As  fai"  back  as  I  can 
i-emember — during  the  Meany  and  Kirk- 
land years — there  have  always  been 
such  rumblings  before  election  time. 
None  of  the  critics  ever  gathered 
enough  support  to  make  a  run. 

The  story  is  downright  wrong  in  a 
number  of  respects.  Bernstein  couched 
my  statement — that  I  support  Kirk- 
land 100%  but  will  look  at  any  other 
candidate — in  such  a  way  as  to  imply  I 
am  looking  for  change.  Naturally,  as  a 
representative  of  850,000  members,  I 
owe  it  to  them  to  look  fairly  at  all  can- 
didates. But  as  I  told  Bernstein,  any 
new  candidate  would  lack  credibility 
unless  he  had  proposed  alternative 
courses  of  action  in  recent  years.  No- 
body has. 

As  for  the  charge  that  the  afl-cio 
spends  one-third  of  its  budget  on  its 
four  international  affairs  institutes,  it 
actually  spends  less  than  1%  on  them. 
The  one-third  figure  was  arrived  at  by 
including  millions  of  dollars  in  the  Na- 
tional Endowment  for  Democracy,  usiA, 
USAID,  and  other  government  ftmds  that 
the  AFL-CIO  uses  to  administer  progi'ams 
abroad.  These  are  dollars  the  afl-cio 
would  not  have  if  it  didn't  do  such  work. 
In  a  period  of  fierce  international  compe- 
tition and  trade  problems,  eveiy  affiliat- 
ed union  of  the  afl-cio  has  benefited 
from  the  federation's  and  Kirkland's  in- 
volvement in  international  affairs. 

Albert  Shanker 
President,  American  Federation 
of  Teachers,  AFL-CIO 
Washington 

MEXICO  NEEDED 

AN  OUNCE  OF  PREVENTION  

"Lessons  from  the  peso  scare"  (Edi- 
torials, Feb.  13)  misses  the  point:  Mex- 
ico's gTowing  imbalance  was  allowed  to 


continue  for  a  very  long  time  w, 
comment  by  responsible  intemaji 
organizations. 

What's  necessai-y  is  not  a  syste 
bailing  out  countries  following  co 
fi'om  mappropriate  economic  policial 
a  system  for  timely  identification  li 
balances  so  that  changes  can  be  ^ 
and  market  forces  can  impose  thei;*' 
discipHne. 

Howard  G.  Sc' 
Schaefer  Brother 
Pasadena, 

TO  SHAVE  OR  NOT  TO  SHAVE  ^ 
ISN'T  EURO  DISNEY'S  DILEMMA 

When  are  we  going  to  learn  itl: 
always  the  unions  or  management! 
detemiine  a  company's  success?  Itt 
customer,  stupid  ("Mickey  goes  to  ci. 
school,"  Up  Front,  Feb.  13). 

In  Euro  Disney's  case,  the  u| 
"won"  a  court  battle  forcing  the  pa 
relax  its  appearance  code  (no  be 
demure  skirt  lengths),  but  the  u| 
seem  to  be  losing  the  war.  Attend 
continues  to  fall,  which  translatesi 
loss  of  jobs.  It's  the  customer  wh( 
the  standards. 

S.W.  WilczL 
Baldwinsville, 

MORE  B-SCHOOLS 
NOT  TO  OVERLOOK 


There's  an  omission  in  your  o 
wise  excellent  coverage  of  gracfe 
business  education  ("B-schools:  I 
overlook  these  up-and-comers,"  Pe 
al  Business,  Feb.  13).  Northeastem 
versity's  Cooperative  Education 
takes  an  unusual  approach  to  mai 
ment  training:  After  six  months  ■ 
quired  course  work,  co-op  students  j 
challenging  six-month  work  assignni 
at  corporations  such  as  IBM,  Ki-aft  ( 
eral  Foods,  and  Polaroid. 

An  optional  international  prou 
allows  students  to  take  summer  ; 
fives  in  Britain,  the  Czech  Repi' 
France,  Hungary,  Indonesia,  or  S 
pore.  The  entire  co-op  mba  can  be 
pleted  in  21  months,  and  many  t 
employers  recruit  their  student  ii 
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What  does  it  tal 

to  de  iver 

to  a  world  that  won't 

stand  still? 


Welcome  to  the  Information  Age.  Computers 
are  perched  on  every  desk.  Business  is  global. 
And  offices  are  virtual.  The  work-a-day 
world  has  reinvented  itself.  And  we,  at  UPS, 
have  reinvented  ourselves  along  with  it.  So 
now  we  do  more  than  deliver  packages.  We  do 
things  others  can't.  From  bar  coding  your 
inventory  to  warehousing  it.  From  delivering 
packages  to  200  countries  to  tracking  them 
around  the  world.  From  getting  your  package 
there  by  ground  or  by  air  or  by  8:30' the  next 
morning,  if  that's  what  you  need.  The  truth  is, 
as  long  as  the  business  world  keeps  moving  at 
a  mind-numbing  speed,  so  will  UPS.  Because 
in  this  world,  there  are  no  penalties  for  go- 
ing too  fast.  Just  for  going  too  slow. 
MOVING  at  the  SPEED  of  BUSINESS. 


The  average  drean 
This  isn't  you 

Chances  are  it  began  before  you  even  had  a  hcense.  That  deep-rooted  yearning  for  one  to  call 
your  own.  And  while  most  of  your  nocturnal  fantasies  have  come  and  gone  over  the  years,  this  ont 
seems  to  reappear  every  time  you  turn  out  the  bedroom  light  -  with  its  door  open  and  engine  run- 
ning. Well,  youVe  not  alone.  Because  for  more  than  40  years,  people  have  been  losing  sleep  over 
Corvettes.  And  the  1995  'Vette  is  no  exception  -  with  a  300-horsepower  5.7L  LTl  engine,  ASR 


te  Rmhicm  are  registered  rradcni.irks  .iiui  Chevy  is  a  tradcinark  of  the  CM  Corp.  ID199S  GM  Corp.  All  Rights  Reserved.  Buckle  up.  An  ■  ncaJtf 


sts  6.6  minutes, 
^erage  dream. 

.ction  control,  a  six-speed  manual  transmission,  and  a  sound  system  you  could  imagine  only  in 
ur  wildest  dreams.  Since  we  introduced  the  Corvette  m  1953,  over  a  million  people  have  made 
nr  dream  come  true.  And  all  it  takes  is  a  trip  to  your  local  Chevy  dealer.  So  instead  of  spending 
other  night  dreaming  of  a  Corvette,  why  not  experience  what  it's  really  like  to  drive  one. 

CORVETTE   jCT^  GENUINE  CHEVROLET™ 


For  starters, 
it  replaces  all  those 
crumpled  napkins 
in  your  pocket  . 


Readers  Report 


KulIk  >  slkick  s  lX;~3'il  IS  the  easy  wa\' 
to  kuvp  information  at  liand. 

•  sjiiix's  1,0(10  names  with  addresses, 
^hone  fax  numbers  and  notes 

Keeps  appointments  and  sounds 
reminder  alarms 

<  ,om[iiles  expenses 

Displays  wodd  time  and 
calendar 

•  I:\  en  transfers  data  to  yoLir 
PC  or  another  EC-361  with 
a\  ailable  interfaces 

lo  order,  or  for  the  location  ol 
a  store  near  yon.  call: 

1-800-THE-SHACK  " 


$11099 


Radio  /haek 

\(ju'\"e  got  questions,  ^e've  got  answers.'" 

Prices  apply  at  padicipating  Radio  Shac^.  slores  ano  Oea'ers  llems  noi  available  m  /our  participating  slo'S  can  be  special-ofdered  (subiect  to  availability)  at  tue  adver- 
tised price  A  participating  siote  wiii  otfee  a  comparable  value  rl  tue  product  is  sold  out  Independent  Radio  Shack  dealers  and  franchisees  may  not  be  parlrcipalmg  in 
this  ad  or  stock  or  speciai-order  every  item  advertised  Copies  ol  applicable  warranties  are  available  upon  request  at  stores  tor  inspection  before  sale  or  by  writing 
Customer  Relations.  1400  One  Tandy  Center  Fon  Wofih,  TX  76102 


N  A  T  I  C1  N  A  1,     t;  K  N  T  [;  R       r'  o  r      H  A  M  1  1.  LITERACY' 


One  in  ti\c  .American  adulrs 
cannot  read  well  enmiijh  rn 
understand  this  ad. 

I  hat's  win-  tlie  National 
Center  tor  I  aniiK  Literac\ 
IS  ciirrentK  behind  literac\ 
proijrams    for    families  m 


Suite  200-B.  325  West 
Mam  Street.  Louisville. 
Kentucky  40202-4251.  for 
information  on  how  to  sup- 
port tainiK'  literacy.  Or  call 
502  584-1133  e.\t.  33. 
If  we.  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1.000  communities 
across  .America.  But  there  is 
much  more  we  need  t<i  do. 


We  uri;e  \-ou  to  write  the 


achiese  full  literae 


National  t  enter  tor  I  amih  |   then  we  can 
Lilerac\'.  Waterfront  Pla/a.  j  achie\'e  anvthinsj 


CORRECTIONS  &  CURIFICATiON! 

"Senator  Dangertield?"  (News:  Analysi 
Commentary,  Feb.  27)  mistakenly  ; 
that  Senator  Larry  Pressler  (R-S.  D.) 
raised  $475,859  in  campaign  contribut 
from  communications  companies  in  the  • 
ond  half  of  1994.  That  figure  represents! 
cash  on  hand  in  his  reelection  fund  at  y| 
end.  The  amount  he  raised  from  all  soi 
as  in  that  period  was  $151,713. 


for  regular  positions  after  gradu^ 
Daniel  Sh^' 
Brighton,  I| 

You  should  have  mentioned  the  c 
in  the  teaching  of  quality  assurance, 
few  schools  offer  even  elective  cours 
quality,  let  alone  BS  or  MS  degrees  i' 
field.  Credit  should  be  given  to  (. 
Bowling  Green  State  University  f 
BS  in  quahty  and  to  Eastern  Mic  ^ 
University  for  its  .\is  in  quality  ma, 
ment.  But  when  will  the  "name 
schools  do  anything  more  than  pay  j; 
lip  service  to  leaching  key  tools  for  i 
ity  assurance  to  tomorrow's  manag" 
James  A.  Aj 
Auburn  Hills,  i 

NEW  JERSEY  AND  STERN: 
PERFECT  TOGETHER  

No  one  should  be  upset  about  thj 
ward  Stem  Rest  Stop.  ("How  aboi'" 
Jersey  Sternpike?"  In  Business ' 
Week,  Feb.  13).  I  can't  imagine  an\i 
more  appropriate  than  naming  a  I; 
to  go  to  the  toilet  after  Howai'd  S'r 
WiUiam  C.  Ro^ 
Arlingtoi 


HOW  TO  REACH  BUSINESS  WEEK 

LEnERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime 
evening  phone  numbers.  We  reserve  tfie  right  to  e 
letters  for  clarity  and  space  and  to  use  them  In  a, 
electronic  and  print  editions. 
Mail:  Business  Week,  1221  Avenue  of  the  Americc 
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Fax:  (212)  512-4721 
Internet:  bwreader@mgh.com 
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SUBSCRIBER  SERVICES 
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renewals,  changes  or  problems,  and  single  copie 
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COPYRIGHT  PERMISSIONS 
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Phone:  (212)  512-4801 
Fax:  (212)  512-4938 
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|How  do  you  travel 
the  industrial 
ivorld  In  just  6  days? 


lead  to  Hannover  - 

he  world's  biggest  industrial  trade  fair. 


Every  spring  Hannover,  Germany, 
jcomes  the  world's  industrial  marketplace: 
500  industrial  tectinology  manufacturers 
Dm  60  countries;  400,000  attendees; 
days  of  Ihe  world's  latest  tectinology 
welopments.  Be  tfiere  and  gain  tfie  edge 
today's  competitive  global  markets. 

From  a  full  service  foreign  visitors  club 
'  timely  seminars  on  tfie  most  relevant 
idustry  topics,  tfie  Hannover  Fair  is  well 
luipped  to  meet  tfie  business  and  informa- 
3n  needs  of  its  international  visitors. 


Electric 
Automation 
Technology 

Energy  and 
Environmental 
Technology 

Factory  Equipment 
and  Tools 


Research  and 
Technology 


Power 
Transmission 
and  Control 

Plant 
Engineering 

Subcontracting 
and  Industrial 
Materials 

Lighting 
Technology 


Partner  Country  Indonesia 


HANNOVER 
MESSE  ^95 

APRIL  3  to  8 


jrther  information; 

annover  Fairs  USA,  Inc  ,  103  Carnegie  Cenler,  P,0  Box  7066,  Princeton,  New  Jersey  08540,  Tel.  (609)  987-  1  202,  Fax,  (609)  987-0092 
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THE  DISCIPLINE  OF  MARKET  LEADERS 

Choose  Your  Customers,  Narrow  Your  Focus,  Dominate  Your  Market 

By  Michael  Treacy  and  Fred  Wiersema 
Addison-Wesley  •  208pp  •  $25 


HOW  NOT  TO  WRITE 
A  BUSINESS  HOW  TO' 


Business  book  writers  often  seem 
to  crib  fi'om  the  same  style  sheet 
as  authors  of  pop  psychology 
books.  Both  usually  take  complex  topics 
and  oversimplify  them,  claiming  that 
changes  in  one  or  two  areas  can  turn  a 
corporation  into  a  world-beater  or  sal- 
vage an  othei-wise  purposeless,  neui'otic 
life.  Only  rarely  do  such  books  acknowl- 
edge how  complicated  the  world  is  and 
how  hard  change  can  be. 

Reengmeering  the  Corporation,  the 
1993  business  blockbuster  by  Michael 
Hammer  and  James  Champy,  was  popu- 
lar at  least  in  part  because  the  authors 
appreciated  the  difficulty  of  the  prob- 
lems companies  were  trying  to  face  and 
suggested  equally  taxing  solutions.  In 
contrast,  the  authors  of  The  Discipline 
of  Market  Leaders  have  taken  the  easy 
way  out.  Michael  Treacy  and  Fred  Wier- 
sema, consultants  with  CSC  Index,  the 
firm  that  helped  spawn  the  reengineer- 
ing  craze,  have  penned  a  breezy  book 
packed  with  generalizations  and  plati- 
tudes about  what  successful  companies 
do  well. 

Essentially,  the  authoi-s  conclude,  they 
do  one  thing:  ser-ve  the  customer  Sur- 
prising? Probably  not.  More  interest- 
ingly, Treacy  and  Wiersema  suggest  that 
market  leaders  do  this  by  excelling  in 
one  of  three  ways:  They  deliver  either 
the  best  product,  the  best  total  cost,  or 
the  best  "total  solution" — but  never  all 
three.  "Market  leaders  choose  to  excel 
in  delivering  extraor-dinary  levels  of  one 
particular  value,"  Tr-eacy  and  Wierse- 
ma write.  "So  you  choose  your  custom- 
ers and  narrow  your  value  focus." 

Provocative,  as  far  as  it  goes.  De- 
spite years  of  declaring  that  the  cus- 
tomer is  king,  too  many  U.S.  compa- 
nies seem  to  have  only  the  bai-est  notion 
of  whom  they're  serving.  And  with 
downsizing  and  r-eengineering  continuing 
unabated,  overworked  employees  often 
have  little  time  to  serve  customers,  let 


alone  grow  "intimate"  with  them,  as 
Tr-eacy  and  Wiersema  pr-escribe. 

Problem  is,  the  authors  don't  go  far 
enough.  Just  how  does  a  company  iden- 
tify its  customers?  How  does  it  balance 
the  competing  demands  of  investors, 
employees,  and  other  inter-est  groups? 
What  specific  steps  do  successful  compa- 
nies take  to  win  customers'  hearts? 

Treacy  and  Wiersema  only  sideswipe 
such  questions.  They  map  their  thesis 
out  cogently  in  Chapter  Two — which 
reader's  might  not  get  to  after  13  pages 
of  fluff — then  proceed  to 
make  the  same  point 
over  and  over  across  the 
next  seven  chapters. 
Case  studies  add  ft'us- 
tratingly  little  detail.  We 
learn,  for  instance,  that 
chipmaker  Intel  Corp.  es- 
tablished very  close  links 
with  end-users.  But  we 
don't  find  out  how  it  did 
it,  or  what,  specifically, 
those  links  achieved.  The 
only  statement  we  get 
fr-om  an  Intel  manager  is 
that  "the  end-users  give 
us  a  lot  of  input  about 
the  more  global  things 
that  they  want  to  have  in  the  pr-oduct." 
Like  what? 

The  heart  of  the  book  explor-es  the 
thr-ee  disciplines  the  author-s  have  deter- 
mined mar'ket  leader's  pr'actice.  Some, 
such  as  Southwest  Airlines,  make  "the 
promise  of  the  lowest  total  cost" — which 
includes  not  just  price  but  also  "pr-oduct 
reliability  and  durability."  Another  set, 
which  includes  Intel,  deliver-s  superior 
products.  (Surely  the  way  Intel  reacted 
when  it  produced  a  flawed  pr-oduct,  the 
Pentium  chip,  undermines  the  assertion 
that  it  has  lear-ned  to  listen  carefully  to 
end-user-s.)  A  final  group  focuses  on  "but 
one  master:  the  customer"  Such  compa- 
nies— soda  upstart  Cott  Cor'p.  is  men- 


DISCIPLINE 

MARKET 
LEADERS 


Chddse  Your  Cubtdmerb, 
Narrow  Ydur 
Dominate  Your 


Michael  Treacy 
&  Fred  Wiersema 


tioned  often — "offer  a  unique  range 
superior  services,  from  education 
hands-on  help,  so  that  customers  c 
get  the  most  out  of  their  products." 

Not  only  is  there  a  lack  of  useful 
tail  but  it  soon  becomes  clear  that  t 
one-value  schematic,  though  intrigu: 
is  overly  simplistic.  Operationally  exc 
lent  companies,  the  authors  write,  ": 
ject  variety,  because  it  burdens  the  bu 
ness  with  cost."  But  this  certair 
doesn't  apply  to  a  key  example,  W 
Mart  Stores  Inc.,  with  its  endless  ; 
ray  of  items.  Nor  does  the  one-vah 
only  model  do  justice  to  Southwc 
Air-lines,  which,  despite  its  low-cost  mi 
to,  treats  its  customers  as  intimate 
and  per-sonally  as  any  company.  0th 
companies,  such  as  Motorola  Inc.,  see 
to  both  make  the  best  product  and 
liver  the  lowest  total  cost. 

Discipline  also  suffers  ft'om  a  lack 
diversity.  The  same  companies  are  d 
cussed  again  and  again — presumafc 
they  are  or  were  clients — while  ob 
ous  candidates  for  disci 
sion  are  barely  me 
tioned.  Certainly, 
chapter  on  compani 
that  design  and  produ 
superior  products  shou 
contain  more  than  pasj 
ing  2'efer'ences  to  3M  ai 
Motorola,  two  titans 
product  developmer 
Overseas  companies  a 
not  discussed  in  ar| 
great  detail — a  glariij 
omission,  especially  wh 
talking  about  the  auto  i 
dustry.  For  all  the  su: 
cess  of  the  For-d  Tauni 
clearly  the  Japanese  sf 
pr'oduce  better  car-s  more  quickly  tht' 
their  U.  S.  counter-parts. 

The  Discipli7ie  of  Ma  rket  Leaders  i 
n't  an  awful  book.  It's  a  pleasant  rea 
The  second  chapter  offers  extreme 
useful  ways  to  look  at  a  business.  Ai 
the  concluding  three  chapters,  whi( 
outline  how  to  decide  which  discipline 
follow,  ar-e  also  helpful.  But  reading  tl 
entire  book  leaves  one  with  the  feelii 
that  the  authors  ar-e  trolling  for  client 
saving  their  best  insights  for  those  wl 
will  pay  for  more — much  more — thani 
hardcover  book. 

BY  KEVIN  KELI' 
Kelly  covers  mamifactimng  and  tec, 
nology  from  Chicago. 


START  WITH  A  GOOD  IDEA,  OVERSIMPLIFY  IT,  HEAP: 
ON  FLUFF,  AND  KEEP  REPEATING  YOURSELF 
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technology  &  You 


STEPHEN  H.  WILDSTROM 


JGHTS,  CAMERA, 
C  SHORTCUTS 


""^  ven  if  you're  not  the 
^  office  techno-nerd, 
.JJ  you've  probably  fig- 
id  out  clever  ways  of  do- 
j  things  on  your  PC  that 
[I'd  like  to  share  with  col- 
igues.  But  it's  a  pain  to 
ite  out  a  description — 
en  if  you  don't  forget  a 
step.  Demonstrations  are 
ire  effective,  but  they're 
en  too  time-consuming. 
For  the  past  year,  Lo- 
Development  Corp. 
quietly  offered  a 
3ap,  simple  solution  to 
s  problem.  Lotus 
reenCam  lets  you  record 
series  of  screen  actions 
th  voice-over  narration, 
lyback  software,  which 
ly  be  duplicated  and 
stributed  without 
arge,  allows  the 
reenCam  "movie"  to 
viewed  on  any  Win- 
ws  PC.  The  result  is 
ich  like  the  computer 
mos  you  see  in  stores 
the  on-screen  tutori- 
.  for  new  software.  "If 
e  person  figures  out 
w  to  do  something,  he 
able  to  just  E-mail  it 
ound,"  says  Joel  Tepp,  a 
:e-president  of  Kemper  Se- 
rities  in  Seattle.  Tepp  used 
reenCam  to  help  Kemper's 
atual-fund  division  move 
)m  a  minicomputer-based 
stem  to  Windows. 
LENT  MOVIES.  Training  is 
e  natural  business  market 
•  ScreenCam.  But  the  orig- 
d  version  had  one  big 
awback:  The  overwhelming 
ajority  of  office  PCs  lack 
und  capability,  so  they  had 
way  to  play  back  the  nai'- 
tion.  ScreenCam  2.0,  sched- 
2d  for  release  in  March  at 
'Out  $70,  solves  the  prob- 
m  by  allowing  on-screen 


captions  to  substitute  for 
narration.  Leaving  out  the 
sound  has  another  advantage: 
Sound  files  get  very  big 
very  fast,  even  though  com- 
pression technology  in  the 
new  version  has  cut  the  size 
of  recordings  in  half — to  500 
kilobytes  per  minute.  By  con- 
trast, a  two-minute  si- 
lent movie  I 


weighed  in  at  119 
kilobytes — small  enough  to 
be  distributed  on  floppy  disk 
or  E-mail,  even  over  dial-up 
connections. 

Producing  a  silent  cyber- 
movie  is  a  sti-aightforward  af- 
fair, but  it  takes  planning.  I 
start  by  roinning  through  the 
planned  actions  several  times 
to  make  sure  I  understand 
exactly  what's  happening  at 
each  point  and  to  think  about 
the  text  I'll  want  to  add. 
Then  I  design  captions.  You 
can  create  your  own  back- 
gi'ounds  for  the  captions,  per- 
haps incorporating  a  company 
logo,  or  you  can  use  a  Lotus 
selection. 

Now  comes  the  trickiest 


part:  recording  the  movie. 
You  go  through  the  screen 
actions  you  want  to  demon- 
strate and  use  function  keys 
to  display  and  clear  the  cap- 
tions in  sequence.  I  often 
need  several  "takes"  to  get 
just  what  I  want.  But  it's  no 
real  challenge  to  plan  and 
record  a  two-  or  three-min- 
ute demonstration  in  less 
than  an  hour's  work. 
CAPTION  SNAFUS.  Computer 
training  isn't  the  only  use  for 
ScreenCam.  Demos  of  new 
software  for  potential  users 
can  also  be  created  with  the 
program.  Kemper's  Tepp 
looks  forward  to  using 
ScreenCam  to  supply  infor- 
mation on  investment 
products  to  brokers  or 
customers.  "The 
captions  allow  us 
to  handle  the  need- 
ed disclaimers,"  he 
says. 

The  program 
could  still  use  some 
improvement.  While 
you  can  add  a  new 
soundtrack  to  an  al- 
ready recorded  mo- 
vie, you  can't  edit  the 
sound.  Similarly, 
there's  no  way  to  in- 
sert a  caption  into  a 
movie  once  it's  made 
without  rerecording 
the  entire  session.  A 
way  to  reaiTange  cap- 
tions would  also  help. 
Now,  if  you  write  two 
captions  in  reverse  order,  you 
have  to  delete  one,  then  re- 
create it  to  fix  the  problem. 

For  reasons  known  only 
to  Lotus,  the  company  kept 
the  original  version  some- 
thing of  a  secret,  distributing 
it  mainly  as  part  of  its 
SmartSuite  office  package 
and  loaded  on  IBM  Think- 
Pads. Product  manager 
Steve  Barlow  says  the  new 
version  will  be  widely  avail- 
able at  software  retailers. 
It's  well  worth  a  look. 

Note:  America  Chilitie  sub- 
scrihers  can  download  a 
ScreeyiCam  player  and  sam- 
ple movies  from  the  ''Search 
BW"  area  of  business  week 
Online. 


BULLETIN  BOMD 


WINDOWS  95  WATCH 
A  CHRISTMAS  lOU 

Many  American  families  may 
get  a  Windows  95  voucher  for 
Christmas  this  year.  Even  if 
Microsoft  makes  its  August 
target  for  shipping  the  new 
operating  system,  the  release 
will  come  too  late  for  the  long 
lead  times  needed  to  load  the 
software  onto  machines  des- 
tined for  Christmas  retail 


sales.  Mai  D.  Ransom,  mar- 
keting vice-president  for 
Packard  Bell  Electronics,  says 
his  company  will  probably 
ship  machines  this  fall  with 
Windows  3.11  installed — and 
include  a  coupon  for  a  Win- 
dows 95  upgrade  in  the  box. 
Companies  selling  by  mail-or- 
der use  shorter  pipelines  and 
have  a  better  chance  of  get- 
ting the  new  software  loaded 
by  fall. 

TESTING.  TESTING . . . 

Microsoft,  meanwhile,  has 
launched  a  major  push  to 
make  sure  that  August  does- 
n't become  the  latest  in  a 
string  of  missed  deadlines 
for  Windows  95.  They  now 
will  add  no  new  features, 
and  developers  are  concen- 
trating on  cleaning  up  the 
remaining  software  and 
hardware  compatibility  prob- 
lems. A  new  version,  known 
as  "Beta  3,"  is  scheduled  to 
be  shipped  to  30,000  testers 
in  late  February.  About  four 
weeks  later,  Microsoft  will  of- 
fer 400,000  "preview"  copies 
to  users  worldwide  for  $32, 
an  amount  the  company  says 
will  just  cover  its  direct 
costs. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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Forty-three  offices  in 
seventeen  different  countries 
all  demand  your  attention. 


What  computer  system 


do  you  have? 


As   the   world's   leading   UNI  X"  vendor, 
we've  helped   provide   solutions  to 
thousands   o  t   c  o  m  p  a  n  i  e  s   around   the  g  1  o  I)  e . 
If  the   business   decisions  are  yours, 
the   computer  system   s  h  o  u  1  d   be  ours. 


HEWLETT® 
PACKARD 


C  o  m  p  u  I  e  r    .S  y  s  t  e  m  s 


fconomic  Viewpoint 


BY  GARY  S.  BECKER 


irS  SIMPLE:  HIKE  THE  MINIMUM  WAGl 
AND  YOU  PUT  PEOPLE  OUT  OF  WORK 


SEE  YA,  PAL: 

The  most 
persuasive 
research 
shows  that 
it  doesn't  take 
much  of  a 
raise  to  price 
low-skilled 
workers  out 
of  their  jobs 
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Higher  labor  costs  reduce  employment. 
That  is  why  President  Clinton's  pro- 
posal to  raise  the  federal  minimum 
wage  should  be  rejected.  A  higher  minimum 
will  further  reduce  the  employment  opportu- 
nities of  workers  with  few  skills. 

Teenagers,  high  school  dropouts,  immi- 
gTants,  and  other  low-skilled  workers  fre- 
quently earn  less  than  $5.15  per  hour,  the 
proposed  new  minimum.  They  find  employ- 
ment in  small  establishments,  especially  in 
fast-food  chains  and  other  retail  sectors.  In- 
creasing the  minimum,  as  the  President 
wants,  would  put  some  of  them  out  of  work 
since  their  productivity  is  not  high  enough 
to  justify  the  cost  to  employers. 

During  the  past  several  decades,  many 
studies  found  that  raising  the  minimum  wage 
does  reduce  the  employment  of  teenagers  and 
others  with  low  skills.  But  minimum-wage 
laws  have  remained  popular  among  trade  un- 
ionists and  many  politicians.  And  periodically, 
some  economi.sts  have  contested  the  prevailing 
wisdom  about  harmful  effects. 
SERIOUS  FLAWS.  A  recent  and  widely  cited 
challenge  of  this  kind  has  come  fi'om  several 
studies  by  two  Princeton  University  econo- 
mists, David  Card  and  Alan  B.  Ki-ueger — 
the  latter  now  Robert  B.  Reich's  chief  econo- 
mist at  the  Labor  Dept.  One  study  finds  that 
the  change  in  employment  after  a  minimum- 
wage  hike  is  generally  not  bigger  in  states 
with  a  larger  fraction  of  low-wage  workers — 
the  group  that  should  be  most  affected  by 
higher  minimums. 

Another  study  is  frequently  mentioned  by 
Reich  and  others  in  the  Administration  to 
bolster  the  argument  that  a  higher  minimum 
does  not  lower  employment.  That  study  com- 
pares employment  changes  in  fast-food  res- 
taurants in  New  Jersey  and  Pennsylvania  af- 
ter New  Jersey  raised  its  own  minim.um  in 
1992.  Card  and  Ki'ueger  argue  that  because 
employment  fell  in  Pennsylvania  as  much  as  it 
did  in  New  Jersey,  the  drop  in  both  states 
must  have  been  due  to  other  causes  than  the 
raise  in  the  minimum. 

There  are  some,  and  I  am  one  of  them, 
who  believe  that  these  studies  have  serious 
defects.  Several  of  these  were  spelled  out  by 
Donald  R.  Deere  and  Finis  R.  Welch  of  Texas 
A&M  University  and  Kevin  M.  Murphy  of  the 
University  of  Chicago  in  research  they  re- 
ported at  the  Januaiy  meetings  of  the  Amer- 
ican Economic  Assn. 


For  example,  the  higher  federal  miniji 
in  1990  and  1991  caused  a  much  larger  )r 
in  New  Jersey's  teenage  employment  i 
Pennsylvania's,  which  could  explain  ' 
employment  did  not  fall  more  in  New  Jts 
when  that  state  increased  its  own  miniju 
in  1992.  New  Jersey  employers  presun)t 
anticipated  the  increase  in  their  stt 
minimum  when  they  sharply  cut  emp 
ment  in  responding  to  the  earlier  ^ 
hike.  ' 
DUELING  STUDIES.  The  Card-Krueger  still 
are  flawed  and  cannot  justify  going  ag.ij 
the  accumulated  evidence  from  the  manyjd 
and  present  studies  that  find  sizable  i  d 
five  effects  of  higher  minimums  on  emq 
ment.  The  Deere,  Murphy,  and  Welch  sdj 
shows  that  the  two-stepped  increase  iijt! 
federal  minimum  from  $3.35  to  $4.25  in  9 
and  1991  reduced  employment  of  teena-^ 
high  school  dropouts,  and  other  gi'oups . , 
low  earnings. 

The  magnitude  of  these  reductions  sclr 
about  right,  particularly  after  the  au\( 
take  into  account  the  economic  recessi'i 
that  time.  After  the  27%  increase  in  then 
imum  wage,  employment  of  male  and  fti; 
teenagers  lowered  by  12%  and  18%,  rex 
tively,  while  employment  of  high  school 
outs  shrank  by  about  6%-.  If  Congress  lis 
the  rate  by  18%,  to  $5.15  an  hour,  thes 
suits  imply  that  employment  of  workersv: 
few  skills  will  fall  by  over  5%. 

President  Clinton  justified  the  need  w 
higher  rate  of  pay  by  noting  that  a  fn 
cannot  live  decently  on  minimum  wage  ai 
ings.  However,  even  Card  and  Ki-uegi 
not  find  that  raising  the  minimum  is  an  S 
five  way  to  reduce  poverty,  since  poor  it 
lies  typically  get  only  a  small  fi-action  ofb 
income  fi'om  members  whose  wages  areie 
the  minimum. 

The  President  also  wants  to  increastei 
rent  subsidization  of  the  job  training  o 
skilled  workers,  but  these  subsidies  mig 
unnecessary  if  Chnton  did  not  also  advtt 
raising  federal  minimum  wages.  Higher  i 
imimis  discoiu-age  on-the-job  training  of 
ers  with  few  skills  since  they  spend  i( 
time  learning  rather  than  producing. 

Even  a  wizard  would  have  a  great  d  I 
difficulty  repealing  the  economic  lawlh 
higher  minimum  wages  reduce  employ;ei 
Since  politicians  are  not  wizards,  they  soi; 
not  tiy. 
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AND  FLYING. 


Business  success  never  comes  easy  You  have  to  work  at  it.  All  the  time.  Even  when 

you're  out  on  the  road.  So  we've  created  a  new  tool  to  help  you  get  the  job  done. 

It's  called  Loews  Hotels  Business  Class. 

Upgrade  to  a  specially  designed  Business  Class  room. 

You'll  receive  state-of-the-art  office  amenities. 

•  Direct  dial  FAX  machines  for  incoming  and  outgoing  transmissions. 

•  Two-line  phones  with  private  voice-mail  messaging.* 

•  High-speed  computer  data  ports. 

•  Complimentary  morning  coffee. 

•  There's  an  iron  and  ironing  board,  too. 

Best  of  all,  you  get  these  essential  Business  Class  services  for  just  $15  above  our 
national  corporate  rate, 

 fHfiiz  

Now  You  Con  Earn  Up  To  1,000  /sSfVdvantage "  miles. 

Loews  Hotels  is  proud  to  announce  our  partnership  in  the  American  Airlines'-' 
AAdvontage  program.  Now  you  can  earn  miles  at  any  Loews  Hotel  with  every  stay 
at  any  published  Loews  rate.1^  To  celebrate,  we're  introducing  a  special  offer  for 
AAdvontage  members:  We'll  give  you  a  free  upgrade  to  a  Business  Class  room 
whenever  available  as  well  as  1,000  AAdvontage  miles  for  every  stay  now 
through  April  30th.  Be  sure  to  provide  your  AAdvontage  number  when  you  call  for 
reservations. 

tGroup  and  negotioted  rates  do  not  quolifv  American  Airlines  and  AAdvontage  ore  registered  trademarks  of 
American  Airlines,  Inc  Amencon  Airlines  reserves  the  right  to  change  AAdvontage  program  rules,  regulations,  travel 
□words  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvontage  program  with  six  months  notice 


For  reservations  call  your  travel  expert  or  800-23-LOEWS 


*Not  avoiloble  at  Loews  Annopolis  Hotel 
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AXA  Group  has 
companies  in  :  Belgium, 
Canada,  France,  Germany 
Hong  Kong,  Italy, 
Japan,  Luxembourg, 
Malaysia,  Mexico, 
Netherlands,  Portugal, 
Singapore,  Spain, 
United  Kingdom,  United  States. 


This  figure  speaks  not  only  of  AXA's 
size,  as  one  of  the  world's  insurance 
leaders.  For  us  it  translates  into  a  rare, 
perhaps  unique  efficiency. 
These  clients  live  on  three  continents, 
in  16  countries,  each  of  which  has  a 
different  culture  and  different 
retirement  problems.  Cross  fertilization, 
as  we  practice  it  through  specialized 
international  synergy  committees,  has 
been  instrumental  in  helping  us  devise 
innovative  and  thoughtful  solutions... 
Our  experience  as  the  fourth  largest 
insurance  group  in  the  world,  based  on 
funds  under  management,  having 
being  entrusted  with  more  than 
$220  billion,  testifies  equally  to  our 
performance  and  our  strength. 
So  you  can  see  that  we  are  not 
speaking  lightly  when  we  say  : 
"Go  ahead.  You  can  rely  on  us". 


INSURANCE  &  INVESTMENT 


conomic  Trends 


BY  GENE  KORETZ 

INFLATION  FEARS: 
ON,  OFF,  ON... 

Making  sense  of  materials  prices 

Inflation  watchers  over  the  past  year 
have  been  waiting  nervously  for  the 
other  shoe  to  drop.  While  industrial 
commodity  prices,  a  key  leading  indica- 
tor of  both  economic  growth  and  infla- 
tion, had  been  climbing  shaqaly  since 
late  1993,  both  the  U.  S.  consumer  price 
index  and  the  producer  price  index  have 
remained  remarkably  restrained. 

With  both  the  job  market  and  capac- 
ity utilization  relatively  tight  at  the 
close  of  1994,  it  seemed  only  a  matter  of 
time  before  price  pressures  filtered 
down  to  consumers.  Instead,  the  latest 
development  on  the  inflation  front  has 
actually  been  a  drop  in  pressure  at  the 
other  end  of  the  pipeline — in  industrial 
materials  prices.  The  Commodity  Re- 
search Bureau's  widely  watched  spot 
price  index  of  13  industrial  raw  materi- 
als, for  example,  has  just  posted  its 
biggest  decHne  since  mid-1993  (chart). 
Some  economists  have  hailed  the  cb'op 

INDUSTRIAL  COMMODITIES 
LOSE  SOME  STEAM 


I 


SPOT-PRICE  INDEX  OF  13 
INDUSTRIAL  RAW  MATERIALS 
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as  confirmation  that  the  U.  S.  economy 
is  downshifting.  "High  interest  rates 
and  a  slowing  in  demand  for  big-ticket 
items  is  cutting  into  inventory  accumu- 
lation," says  Joseph  Carson  of  Dean 
Witter  Reynolds  Inc.  He  notes  that  sev- 
eral auto  companies  and  lumber  pro- 
ducers have  announced  cutbacks  in 
planned  production.  "With  today's  tight 
inventoi-y  management,"  he  says,  "any 
slowdown  in  demand  growth  can  feed 
back  quickly  to  input  prices." 

Edward  E.  Yardeni  of  Deutsche  Bank 
Securities  Cor]i,  thinks  the  dip  in  mate- 
rials prices  suggests  that  the  global 
economy  itself  may  be  decelerating  a 
bit.  The  Mexican  crisis  has  already 
dampened  growt  h  in  Latin  America,  he 


says,  and  it  is  also  slowing  financial 
flows  to  emerging  nations  in  Asia.  Since 
these  nations  have  lai'ge  appetites  for 
U.  S.  and  European  exports  (as  well  as 
for  raw  materials),  there  may  be  feed- 
back effects  on  the  industrial  economies. 

Commodity  prices  are  notoriously  vol- 
atile, of  course,  so  their  recent  softness 
may  prove  shortlived.  But  for  now,  their 
behavior  is  bolstering  the  odds  favoring 
a  deceleration  in  U.  S.  and  other  econo- 
mies—and a  concurrent  relaxation  of 
inflationaiy  pressures. 


A  POOR  YEAR  FOR 
U.S.  HOUSEHOLDS 

Tlieir  net  worth  trends  down 

Although  1994  was  a  banner  year  for 
U.  S.  corjDorate  profits,  U.  S.  house- 
hold wealth  seems  to  have  actually  fal- 
len. Economists  at  Salomon  Brothers 
Inc.  estimate  that  real  household  net 
worth  decUned  by  about  0.5%- — only  the 
eighth  drop  in  30  years. 

With  the  Federal  Reserve  pushing 
up  interest  rates,  the  biggest  hit  was  a 
1.7%  decline  in  real  financial  assets, 
mainly  fixed-income  securities  in  the 
U.  S.,  Eiu'ope,  and  emerging  markets. 
Even  less  volatUe  tangible  assets,  which 
are  dominated  by  housing,  managed  to 
eke  out  an  inflation-adjusted  gain  of  only 
1%.  Despite  a  strong  housing  market, 
the  median  price  of  new  homes  barely 
kept  pace  with  consumer  inflation  last 
year,  while  the  real  prices  of  existing 
houses  sHpped  a  bit. 

Although  the  wealth  blow  was  rela- 
tively modest,  it  helps  explain  the  con- 
tinuing economic  malaise  expressed  by 
many  American  households. 

THE  PAYOFF  FROM 
MORE  COPS 

A  study  says  they're  worth  the  cost 

Americans  undoubtedly  sleep  more 
soundly  vrith  more  cops  on  the  beat, 
but  academics  have  turned  up  surpris- 
ingly little  evidence  that  police  reduce 
crime.  The  crux  of  the  problem  is  that 
rising  crime  rates  spai'k  police  hiring,  so 
the  two  variables  are  often  positively 
related  even  if  police  reduce  crime.  Sim- 
ilarly, large  police  forces  are  typically 
found  in  cities  with  high  crime  rates. 

In  a  National  Bureau  of  Economic 
Research  study,  economist  Steven  D. 
Levitt  has  come  up  with  a  way  to  cir- 
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cumvent  this  problem.  His  study  in(  0 
cates  that  increases  in  police  forces 
lai'ge  cities  ai-e  concentrated  in  mayoi: 
and  gubematorial  election  years.  Thi 
changes  in  crime  rates  during  su 
years  (after  controlhng  foi'  other  inn 
ences)  provide  an  independent  measi 
of  the  impact  of  police  on  ciime. 

Levitt's  analysis  of  data  from  59  citi 
from  1970  to  1992  indicates  that  addi 
a  police  officer  eliminates  about  8  to 
serious  crimes  in  a  year  (mostly  a 
thefts).  Based  on  past  estimates  of  criijerM 
costs,  Levitt  calculates  that  this  trai 
lates  into  at  least  $100,000  in  social  be 
efits  per  cop — suggesting  that  hiri^j^', 
more  pohce  remains  cost-effective 


11. 


CHINAS  REVERSE 
RRAIN  DRAIN 

It's  luring  U.S.  grads  back  home 


Tiei 


be  I 


resti 


In  the  long  ran,  Sino-American  re^ 
tions  may  well  rest  on  the  influence 
an  ehte  group  of  Chinese — those  w 
have  studied  in  U.  S.  colleges  and  u  ie 
versifies.  Since  1989,  students  frc 
mainland  China— usually  pursuing  gri 
uate  degrees  in  science  and  enginei 
ing — have  been  the  lai'gest  foreign  o 
tingent  em-olled  in  American  college^ 
Most  Chinese  gi'aduates  of  Americ  ^ 
colleges  have  been  reluctant  to  go  hoi  'f^ 
after  experiencing  U.  S.  freedom  a 
economic  opportunity.  But  lately,  C 
nese  officials  from  the  entrepreneur 
provinces  have  started  wooing  them  w  '-^ 
well-paying  jobs  and  promises  of  fr(^ 
dom  to  travel  to  ""i—— i 


THE  TOP  FIVE  HATIONALITIE 
STUDYING  IN  THE  U.S. 


and  fi  om  China.        CHINESE  STUDENT! 
Chong-Pin  Lin    THRONG  U.S.  COLLE? 

of  the  American 
Enterprise  Insti- 
tute says  Taiwan 
followed  a  similar 
pattern.  Once  bent 
upon  staying  in 
the  U.S.,  Taiwa- 
nese students  be- 
gan returning 
home  in  increasing 
numbers  some 
yeai's  ago,  helping 
to  transform  the 
economy  and  pro- 
mote democracy.  Today,  President  L 
Teng-hui  and  12  members  of  his  ca 
net  hold  PhDs  from  U.  S.  universities 
If  Chinese  gi-aduates  of  U.  S.  scho; 
follow  in  the  footsteps  of  their  Taiv  rrij 
nese  cousins,  says  Lin,  "their  effect 
China's  future  political  and  economic  < 
velopment  could  be  profound. 


DATA  INSTITUTE  Of 
INTERNATIONAL  -':DUCATION 
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usiness  Outlook 


lAMES  C.  COOPER  &  KATHLEEN  MADiGAN 


OME  SIGNS  OF  A  SLOWDOWN 
lURN  OUT  TO  BE  A  MIRAGE 


US.  ECONOMY 


Now  you  see  it,  now  you 
don't.  Thanks  to  the  magic  of 
jmment  revisions,  which  can  change  the  meaning  of 
lomic  data  with  a  computer  keystroke,  a  budding  in- 
:ory  problem  apparently  has  vanished.  In  its  place 
ds  a  much  better  balance  between  production  and 
and  that  brightens  the  first-half  outlook. 
Tien  the  Commerce  Dept.  issues  its  update  on 
th-quarter  gross  domestic  product  on  Mar.  1,  the 
position  of  GDP  is  likely  to  garner  more  attention 
1  the  revision  in  the  headUne  number  on  economic 
vth.  When  the  government  reported  its  first  esti- 
e  shovidng  growth  of  4.5%,  at  an  annual  rate,  much 
le  December  data  were  still  unknown.  With  those 
ibers  now  in  hand,  it  appears  that  Commerce  far 
'estimated  inventory  growrth  at  yearend,  while  the 
e  deficit  actually  narrowed  instead  of  widening. 

Presto!  A  slimmer  trade 
deficit,  mainly  reflecting  more 
zing  in  exports,  means  much 
stronger  growth  in  final  de- 
mand than  the  3.7%  pace  first 
reported.  And  fewer  goods  on 
hand  indicate  a  much  less 
alarming  rise  in  stock  levels 
than  the  original  increase  of 
$68  billion  (charts).  So  much 
for  the  notion  that  overpro- 
duction was  a  problem. 


NO  INVENTORY 
PROBLEM  HERE 


\Wt  COMMERCE  DEPT..  BUSINESS  WEEK 


\[  NEW  NUMBERS  suggest  that  the  economy  may 
be  slovdng  down  in  early  1995  as  much  as  the 
eral  Reserve  would  like.  With  inventories  at  man- 
ible  levels,  businesses  will  continue  placing  orders, 
manufacturers  wiW  keep  cranking  out  goods  and 
ng  to  their  payrolls.  That  means,  despite  the  recent 
/down  signals  from  housing  and  retail  sales,  Alan 
enspan  &  Co.  may  have  more  rate  hikes  on  tap  for 
spring. 

ed  Chairman  Greenspan  sounded  as  hawkish  as 
!  r  during  his  semiannual  congressional  testimony  on 
letary  pohcy  on  Feb.  22.  "The  jury  remains  out  on 
:ther  the  slowdng  that  is  in  ti'ain  will  be  sufficient  to 
;ain  inflation,"  he  said. 

Ihe  Fed's  latest  forecast  sees  consumer  inflation  in 
>)  picking  up  slightly  into  the  3%-to-3.5%  range,  while 
wth  slows  to  between  2%  and  3%.  That  unusually 
e  range  suggests  that  the  Fed  is  still  unsure  about 
■  well  past  moves  to  cool  the  economy  will  work, 
line  particular  area  of  uncertainty  that  Greenspan 


noted  was  inventories.  The  Fed  chief  expects  busi- 
nesses to  build  their  stocks  more  slowly  this  year  than 
last,  but  the  degree  of  the  resulting  drag  on  economic 
growth  "remains  to  be  seen." 

That's  because  the  monthly  data  show  no  sign  of  an 
inventory  problem  at  factories,  wholesalers,  oi"  retailers. 
Stockpiles  in  manufactming  and  trade  rose  a  sHm  0.2% 
in  December.  For  its  first  GDP  calculation.  Commerce 
had  assumed  that  inventories  for  the  month  increased 
more  than  twice  that  much,  and  it  overestimated  No- 
vember stock  levels  as  well. 

THE  MOST  CONVINCING  sign  of  the  lack  of  excessive 
inventories  is  the  recent  pattern  of  business  sales. 
They  jumped  a  sturdy  1.3%  in  December,  pushing  the 
ratio  of  inventories  to  sales  down  to  1.38,  the  lowest 
reading  in  the  data's  27-year  history. 

To  be  sure,  inventories  grew  rapidly  last  year.  In  fact, 
it  was  the  fastest  pace  in  a  decade.  But  since  Mai'ch, 
1994,  when  stockpiles  began  to  zoom,  the  5.8%  grovrth  in 
stocks  has  been  overwhelmed  by  a  6.6%  advance  in  sales. 
That  hardly  suggests  overblown  inventory  gi-owth. 

Stock  levels  at  factories  remain  exceptionally  lean  rel- 
ative to  demand.  The  ratio  of  inventories  to  sales  fell  to 
a  record  low  in  December.  In  addition,  factory  orders 
rose  nearly  twice  as  fast  in  the  foui'th  quarter  as  they 
did  in  the  thii'd,  and  the  backlog  of  unfilled  orders  is  ris- 
ing. All  this  suggests  little  need  for  manufacturers  to 
throttle  back  their  production  lines. 

The  inventory-sales  ratios 
for  wholesalers  and  retailers 
look  underwhelming  as  well. 
The  only  hint  of  overstocked 
shelves  shows  up  in  nonauto 
retailing.  In  the  fourth  quar- 
ter, the  ratio  in  this  sector  in- 
creased to  the  highest  level 
since  1986,  suggesting  that 
many  retailers  were  left  vdth 
a  lot  of  unsold  hohday  items 
that  needed  to  be  heavily  dis- 
counted in  January  and  Febmary. 

But  a  lot  of  those  goods  came  from  overseas.  Green- 
span told  Congi-ess  that  perhaps  a  quaiter  of  all  whole- 
sale and  retail  inventories  are  imported.  So  working  off 
any  excess,  he  said,  now  has  a  more  muted  effect  on 
U.  S.  production  than  it  has  in  the  past. 

But  it's  not  just  a  more  sanguine  view  of  inventories 
that  gives  the  outlook  a  Kft.  Foreign  demand  is  grovring 
faster  at  the  same  time  that  imports  are  coming  ashore 
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at  a  slower  clip.  The  result  is  improving  prospects  for 
the  trade  deficit  in  1995,  which  will  add  support  to 
overall  demand. 

Commerce  was  undoubtedly  surprised  at  the  sud- 
den shrinkage  in  the  trade  gap  in  December,  as  were 
most  economists.  The  deficit  in  goods  and  services 
dropped  from  $10  billion  in  November  to  $7.3  billion, 
the  lowest  in  a  year.  Of  course,  the  monthly  numbers 
ajre  en'atic,  but  the  December  data  suggest  that  the  de- 
terioi-ation  in  the  deficit  has  run  its  course. 

Exports  sui'ged  broadly  in  December,  rising  by  3.2%, 
while  imports  fell  by  1%,  the  fii'st  decline  in  seven 
months.  Goods  accounted  for  nearly  all  of  December's 
trade  improvement,  but  for  the  year,  the  merchandise 
deficit  hit  a  record  $166  bilhon. 

THE  DEFICIT  in  real  net  exports,  the  trade  measui'e  in 
Commerce's  GDP  accounting,  now  looks  to  have  hit  bot- 
tom in  the  third  quarter  of  last  year,  instead  of  widen- 
ing fiuther  in  the  fourth.  Indeed,  the  pooi"  trade  perfor- 
mance last  quarter  appeared  to  have  subtracted  half  a 
percentage  point  from  gi'owth.  The  revisions  will  show 
that  did  not  happen. 

For  1995,  exports  will  keep  the  trade  improvement 
going.  Ti'ue,  the  crash  in  the  Mexican  peso  and  the 
weakness  in  the  Canadian  dollai-  will  limit  U.  S.  exports 
to  those  two  key  trading  partners  this  year.  However, 
demand  in  Europe  and  Asia  should  pick  up.  That's 


EUROPE 


even  ti-ue  for  Japan,  as  the  U.  S.  benefits  from  Japaneij 
rebuilding  after  the  Kobe  earthquake. 

Stronger  foreign  demand  will  offset  some  of  tl 
slowdown  already  in  progi'ess  in  domestic  deman^ 
This  cooling  off  is  most  notable  in  housing.  Star 
slumped  9.8%  in  January,  with  the  key  single-famij 
sector  down  12.3%  (chart).  The  drop  is  even  more  iri 
pressive  considering  that  starts  were  down  in  all  r| 
gions  and  that  the  weather  in  the  East  and  the  Soul 
in  both  December  and  January  was  unusually  mild. 

Clearly,  Fed  tightening  is 
squeezing  homebuilding.  That 
fact  is  cori'oborated  by  other 
demand  measures,  including 
sales  of  new  homes,  mortgage 
applications,  and  builder's'  sui- 
veys.  Residential  construction 
will  pr'obably  subtract  from 
fir'st-quarter  gdp  gr-owth,  as  it 
did  in  the  third  and  fourth 
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quarters. 

But  if  fourth-quarter  GDP 
sports  the  new  look  that  the  monthly  number's  sugges 
then  this  economy  is  still  canying  the  fundamentals  f 
gr-owth  gr-eater  than  the  2.5%-  pace  the  Fed  would  li] 
to  see.  If  so,  there  will  be  nothing  magical  about  tl 
Fed's  response.  It  will  simply  reach  into  its  hat  and  pr 
out  another  rate  hike. 


WILL  ROME'S  RED  INK  DRAIN  ITALY? 


Italy's  current-account  surplus, 
modest  inflation,  and  low  wage 
increases  should  be  the  ingre- 
dients for'  a  r-isrng  currency.  In- 
stead, the  lira  has  been  plummet- 
ing, hitting  a  postwar-  low  against 
the  Ger-man  mar'k  in 
mid-Febr-uar-y  (chart). 

The  catalyst  in  the 
lira's  drop  is  Italy's  fis- 
cal fiasco.  New  Prime 
Minister  Lamberto 
Dini  took  ofiice  intend- 
ing to  r'efor-m  Italy's 
bloated  pension  system 
and  to  offer  an  interim 
"minibudget"  that 
would  trtm  20  trillion 
lire  ($12.5  billion)  from  Rome's 
deficit.  But  the  budget  was  dead 
on  ar-r-ival  in  Parliament,  as  oppo 
sition  mourned  to  hints  of  higher 
ener-gy  and  value-added  taxes. 
Now,  Italy  faces  a  1995  deficit  of 
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some  160  titlUon  lire,  10%  of  its 
gross  domestic  product. 

To  prop  up  the  lir'a,  the  Bank  of 
Italy  lifted  interest  rates  by 
three-quarters  of  a  point  on  Feb. 
20,  but  a  deficit  deal  still  will  have 
to  be  forged.  The  tim- 
ing is  craicial  because 
in  March,  Rome  must 
issue  new  and  refi- 
nanced debt  totaling 
119  trillion  lire.  More 
important,  Italy's  lira 
and  deficit  pr'oblems 
could  feed  on  each 
other*.  A  worsening 
deficit  means  a  weak- 
er lir'a,  which  lifts  im- 
port prices  and  inflation.  Ah'eady, 
ear'ly  reports  on  urban  consumer 
prices  showed  a  0.8%  rise  in  Feb- 
ruary, twice  the  January  increase. 

In  tur'n,  the  Bank  of  Italy  may 
have  to  lift  rates  again.  And  since 


interest  payments  on  the  public 
debt  account  for  all  of  the  govern- 
ment's deficit,  rising  rates  will 
vdden  the  fiscal  gap. 

So  far,  the  chief  beneficiary  of 
the  shr'inking  lir'a  has  been  ex- 
ports. An  11.9%  jump  in  exports 
over  the  year  ended  in  the  third 
quarter  led  the  3.7%  gain  in 
Italy's  real  gdp.  And  the  export 
momentum  continued  at  yearend. 
Industrial  orders  in  November 
were  up  25.3%  from  a  year  ago, 
while  output  was  up  6.1%-  in  the 
year  ended  in  December. 

Domestic  demand,  up  only  1.8% 
in  the  third  quarter,  is  struggling,^ 
however,  because  of  high  unem- 
ployment and  stagnant  I'eal  wag- 
es. Now,  higher'  interest  rates  and 
more  taxes  suggest  that  Italy's 
recovery  may  lose  some  pep  in 
1995,  even  as  its  Continental 
neighbors  pick  up  steam. 
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TOUGH  LOVE 
IN  MEXICO 

It  wakes  up  to  the  harsh  realities  of  the  U.  S.  bailout 
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■■or  Treasury  Secretary  Robert  E. 
Rubin,  it  was  like  being  back  on 
Wall  Street.  As  co-chairman  of 
H    Goldman,  Sachs  &  Co.,  Rubin 
gained  a  world  of  experience  stractuiing 
complex  financings  for  foreign  govem- 
ments — which  often  balked  at  the  stiff 
terms  of  overseas  investors. 

So  when  Mexican  officials  resisted 
Rubin's  demand  that  they  meet  harsh 
economic  targets  as  the  price  for  $20 
billion  in  Ti'easui-y  loans  and  guaran- 

tees  to  stabilize  their  fi-ee-falling  cur- 
rency, Rubin  played  Wall  Street  hard- 
ball— holding  up  the  package  for  weeks 
until  the  Mexicans  on  Feb.  21  gi-udging- 
ly  signed  the  deal  on  his  tenns.  "The 
conditions  are  difficult,  but  there  is  no 
other  way  out,"  a  senior  Mexican  Fi- 
nance official  said  afterwards. 

But  politics  still  is  Rubin's  weak 
suit — and  some  experts  are  questioning 
whether  he  drove  too  hard  a  bargain. 
The  plan  provides  Mexico  with  the  long- 

term  financing  it  desperately  need.' 
bury  most  of  its  $21.5  billion  in  ( 
standing  tesobonos — short-term  bo 
sold  mainly  to  foreign  investors — t 
were  at  the  root  of  its  liquidity  cr 
But  Rubin's  tough  terms,  which  ef 
tively  let  the  U.S.  dictate  Mexican  i 
nomic  policy,  virtually  assure  that  IV 
ico  must  endure  a  deep  recession 
raise  the  fear  of  political  instability. 

Many  economists  believe  Washing 
had  no  choice  but  to  impose  string 

30  BUSINESS  WEEK  /  MARCH  6,  1995 

MARCH 


IS  WASHINGTON  SQUEEZING  TOO  HARD? 

On  Feb.  21,  the  day  U.S.  Treasury 
Secretary  Robert  Rubin  and  Mexican 
Finance  Minister  Guillermo  Ortiz 
agreed  to  a  bailout  plan,  traders 
knocked  5%  off  Mexico's  stock  mar- 
ket. They  feared  the  plan  initially 
would  slash  profits  and  provoke  a 
political  backlash. 

LOAN  DEFAULTS  Higher  interest 
rates  should  in  time  stabilize  the 
peso.  But  with  rates  topping  50%, 
industry  could  choke,  turning 
n  into  something  close  to  depression.  Loan  defaults,  already  10%  of 
rtfolios,  are  sure  to  rise  and  could  cause  some  banks  to  fail. 

IONS  FOR  PRESIDENT  ZEDILLO  The  plan's  tight  curbs  on  the  money 
ould  leave  the  government  short  of  funds  to  revive  the  economy  or 
e  emergency  social  v^elfare  programs. 

NTI-AMERtCANISM  Channeling  oil  export  revenues  through  the  U.S. 
Reserve  could  spark  a  nationalist  backlash,  undermining  President 
grip  on  the  country's  increasingly  turbulent  political  climate. 

ro  ECONOMIC  REFORM  Privatization  of  state-owned  companies  and 
ncessions  aimed  at  raising  up  to  $14  billion  in  the  next  three  years 
;  derailed  by  political  opposition  and  bureaucratic  delays. 


ns  on  a  government  that  is  widely 
ved  as  fiscally  profligate — and  lin- 
ing to  own  up  to  its  mistakes.  After 
uel  Mancera,  governor  of  Mexico's 
Tal  bank,  penned  a  defense  of  his 
emment's  monetary  management  in 
Wall  Street  Journal  on  Jan.  31, 
asury  Under  Secretary  Lawrence  H. 
imers  erupted  in  a  private  session 
1  Mexican  officials,  even  threaten- 
to  curtail  the  plan. 
:KLASH.  Given  Mexico's  spiraling  eco- 
lic  problems,  though,  there's  no  guar- 
58  the  plan  will  work.  "The  Mexican 
lomy  hasn't  hit  bottom  yet,"  says 
■n  Brand,  global  strategist  for  Nat- 
it  Securities  Corp.  "And  it  won't  be 
/  for  them  to  come  out  of  the  reces- 
u"  Indeed,  in  their  haste  to  dump 
dean  stocks  on  Feb.  21  over  fears 
;  the  plan  would  decimate  coiporate 
fits,  traders  put  more  downward 
jsure  on  the  peso.  That  day,  the  bol- 
vas  down  4.92%  and  the  peso  was  off 
h,  to  5.67  to  the  dollar.  On  Feb.  22, 
dco's  28-day  interbank  rate  roared 
'4.125%,  ft-om  49%;  just  houi-s  earlier, 
'his  is  the  new  reality  for  Mexico, 
t  weeks  after  Mexican  newspaper 
dlines  proclaimed  ''Viva  Clinton"  fol- 
ing  the  U.S.  loan  pledge — the  center- 


piece of  a  $53  billion  international  rescue 
effort — most  Mexicans  are  waking  up 
to  the  sobering  details  of  the  plan:  Deep 
cuts  in  government  spending,  credit 
growth,  money  supply,  and  foreign  im- 
ports, all  promise  hardship.  While  Mex- 
ican officials  are  still  projecting  gi-owth 
of  1.5%'  this  year,  many  private  econo- 
mists believe  the  economy  is  more  like- 
ly to  shrink  by  as  much  as  3%-. 

Prospects  of  a  sharp  downturn,  com- 
ing on  the  heels  of  a  devaluation  of  the 
peso  that  slashed  most  Mexican  work- 
ers' earnings  by  40%-,  could  spark  a 
backlash  against  President  Ernesto  Ze- 
dillo Ponce  de  Leon  from  voters  who 
feel  he's  giving  the  U.  S.  government 
too  much  control  over  their  countiy.  In 
the  wake  of  the  iTiling  Institutional  Rev- 
olutionaiy  Party's  larger-than-expected 


Deep  cuts  in  the 
money  supply  and 
government  spending 
guarantee  hardship 


defeat  in  a  recent  gubernatorial  elec- 
tion in  Jalisco,  Mexico's  third-largest 
state,  political  experts  beheve  the  party 
could  now  lose  upcoming  gubernatorial 
races  in  Yucatan,  Baja  Califomia,  and 
Guanajuato.  "The  U.  S.  has  taken  the 
steps  to  save  Mexico  economically,  but 
we  could  end  up  sinking  ZediUo  political- 
ly," says  Delal  Baer,  a  senior  fellow  at 
Washington's  Center  for  Strategic  & 
International  Studies. 

For  their  part,  Clinton  Administra- 
tion officials  argue  that  the  strings  tied 
to  the  loans — half  of  which  will  be  made 
available  by  July — are  necessaiy  to  en- 
sm"e  that  taxpayer  funds  will  not  be  put 
at  undue  risk.  Rubin  even  retained  a 
Mexico  City  law  firm  to  ensure  that 
Mexican  officials  couldn't  exercise  legal 
loopholes  to  escape  the  plan's  tough 
terms.  The  Administration  also  wanted 
to  make  sure  the  plan  doesn't  stir  oppo- 
sition among  skeptical  members  of  Con- 
gress, who  refused  to  approve  an  earlier 
$40  billion  loan  guarantee  plan. 
"CARPETBAGGERS."  But  in  Mexico,  econ- 
omists believe  that  the  Administration 
has  demanded  too  much  already  to  ap- 
pease Congi'ess.  For  example,  Mexico 
agi'eed  to  try  to  keep  money  gTowth  be- 
low the  rate  of  inflation — and  curb  do- 
mestic credit  demand — by  pushing  up 
short-tenn  rates.  The  central  bank  acted 
Feb.  20,  lifting  its  key  rate  to  50%  fi-om 
40%.  But  the  resulting  tunnoil  will  pro- 
duce an  S%  dechne  in  business  invest- 
ment and  a  shaip  rise  in  unemjilojonent, 
to  nearly  13%.  by  1997  ft-om  9.6%  last 
year,  estimates  wefa  Group,  Bala  Cyn- 
wyd.  Pa.  "The  economy  just  can't  man- 
age these  rates  for  the  rest  of  the  year 
without  causing  bankraptcies  and  de- 
faults on  corporate  bonds,"  says  Mexican 
economist  Rogelio  Ramirez  de  la  0. 

Other  problems  sure  to  irk  Mexican 
nationahsts  are  brewing.  John  E.  Silvia, 
an  economist  at  Kemper  Financial  Ser- 
vices Inc.  in  Chicago,  predicts  that  Mex- 
ican companies  will  lose  domestic  mai'ket 
share  to  capital-rich  foreign  rivals — who 
may  even  try  to  take  over  the  local  busi- 
nesses. "The  risk  is  that  you'll  have  all 
these  carpetbaggere  trying  to  gobble  up 
Mexican  companies  for  a  song,"  Silvia 
says.  That  spells  opportunity  for  Ameri- 
cans, perhaps — but  it's  more  fodder  for 
Mexican  economic  nationalists. 

If  that  weren't  enough  of  a  headache, 
Zedillo  is  likely  to  encounter  fierce  pub- 
lic resistance  to  a  U.  S.  requirement 
that  the  government  raise  $14  billion 
through  the  sale  of  state-owned  assets 
over  the  next  three  years.  The  expected 
sale  of  some  state-owned  power  plants, 
for  one,  will  pit  Zedillo  against  the  pow- 
erful electrical  workers  union. 
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Anti-U.  S.  sentiment  is  also  sui-e  to 
gi-ow  over  tough  requirements  that  the 
buyei-s  of  Pemex  oil.  natui*al  gas,  and 
petrochemicals  deposit  theii-  pa\Tnents 
in  the  Federal  Resen-e  Bank  of  New- 
York  rather  than  to  the  oil  company. 
U.  S.  bargainers  were  so  intent  on  ob- 
taining this  provision — which  sem-es  as 
collateral  foi-  U.  S.  loans — that  they  in- 
sisted on  Pemex  signing  the  loan  agi-ee- 


ment  as  a  fomial  party  to  the  deal.  Ru- 
bin's objective  was  to  make  the  pay- 
ments automatic  and  to  prevent  Mexico 
fi'om  wiggling  out  of  the  deal  on  a  tech- 
nicality, such  as  by  privatizing  its  oil  gi- 
ant. "It  was  \ital  that  Pemex  sign  to 
make  the  condition  as  airtight  as  pos- 
sible," says  one  U.  S.  official. 

Still,  the  tough  tei-ms  that  Rubin  ex- 
tracted fi'om  Mexico  sen^e  as  a  war- 


ning for  leadei's  of  developing  natio 
around  the  world.  Washington  has  se 
a  cleai-  signal  that  it  won't  coddle  tro 
bled  developing  nations  if  they  run 
economic  difficulties.  Now,  aU  that 
mains  to  be  seen  is  if  Robert  Rubi 
forni  of  tough  love  actually  works 

By  Dean  Foust,  icith  Paul  Magni 
son  in  Washington,  and  Geri  Smith 
Mexico  City 
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SEEKING  SALVATION 
THROUGH  EXPORTS 

But  the  cheap  peso  alone  won't  be  enough  to  fuel  a  boom 


BACK  TO  WORK 


Thi"ee  months  ago. 
when  Mexico's 
future  seemed 
bright,  then  Financt- 
Minister  Jaime  Se: 
ra  Puche  shruggt  . 
off  the  country",- 
S18.5  billion  trade 
deficit  in  a  speech  to 
legislatoi-s.  A  major 
cause  of  the  deficit, 
he  argued,  was  a 
surge  of  capital- 
equipment  impor:> 
by  Mexican  compa- 
nies modernizing  tu 
compete  in  worlii 
markets.  Weeks  lat- 
er, the  deficit  devas- 
tated  the  peso,  the  countiy  slid  into  cri- 
sis, and  Sen-a  Puche  was  out  of  a  job. 

Now,  ilexican  officials  have  high 
hopes  that  the  cheaper  peso  will  trigger 
a  boom  in  exports — and  help  jump-start 
theii"  nation's  stalled  economy.  Last  yeai". 
Mexico's  exports  totaled  S61  billion 
(chart),  and  officials  project  a  227c  leap 
this  yeai-.  Combined  with  a  drop  in  im- 
ports, that  would  slash  the  national 
trade  deficit  to  $5  billion  tliis  yeai:  Even 
less  upbeat  private  economists  figure 
import  shrinkage  will  help  pare  the 
trade  deficit. 

DIMMED  PROSPECTS.  Rosy  predictions, 
tu  be  sure — :uu  rosy,  perhaps.  Despite 
Sen-a  Puche's  claim,  capital  equipment 
in  fact  accounted  for  only  \~7c  of  the 
1994  import  splm-ge.  And  few  Mexican 
companies  have  the  knowhow.  from 
quality  controls  to  efficient  billing,  to 
compete  intei-nationall\\  This  year,  the 
government's  cash-stra))ijed  export-de- 
velopment bank  will  cut  its  discounted 
export  loans  to  Sll  biUion,  down  26.7% 
from  last  vear.  For  Mexico's  mostlv 


el y  on  impoiied 


small  and  undei-financed  companies,  that 
dims  the  prospects  for  breaking  into 
export  mai-kets.  "Organizing  sales,  dis- 
tribution, brokei-s,  wholesalei-s — it  takes 
a  lot  of  time  and  money,"  says  Hector 
Hernandez  Pons,  \"ice-president  at  Her- 
dez,  a  food  canner. 

That's  one  reason  Mexican  exports 
ai'e  concentrated  in  a  handful  of  sectors 
such  as  oil.  autos.  and  chemicals.  It's 
also  the  i-eason  so  many  export  prxlucts 
are  produced  in  maquiladoras.  the 
2.(X)(kxid  plants  along  Mex- 
ico's northern  border.  Most 
other  Mexican  companies 
are  so  small  they  can't  ben- 
efit fi'om  the  North  Ameri- 
can Free  Trade  Agi'eement. 
"Xinety  percent  of  the  la- 
bor force  and  90%  of  com- 
panies ai-e  outside  xafta," 
says  Roberto  Batres,  dii^ec- 
tor  of  consultants  Arthur 
D.  Little  Mexicana. 

Another  factor  limiting 
Mexico's  potential  as  an  ex- 
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poit  machine:  Its  companies  are  hear  - 
dependent  on  foreign  components.  Tha  - 
lai'gely  because  few  homegi-own  supp  • 
ei-s  can  match  foreign  rivals'  quality  a 
producti\ity.  As  a  result,  Mexican  ai; ' 
assemblers,  to  cite  one  example,  b  - 
components  fi-om  the  U.  S.  and  Cana  - 
under  long-term  contracts.  A  shift 
the  peso's  exchange  rate  won't  chan 
that  pattern,  says  a  Ford  Motor  C- 
official.  i- 
SCREWUPS.  The  lack  of  good  local  si 
pliei*s  explains  why  the  bulk  of  ^Vlexic ; 
imports — neai-ly  half  of  19&4's  S79  billi  ■ 
total — ai"e  intennediate  goods.  'We  w€ ' 
importing  the  stupidest  things,  li  '■ 
screws,"  says  Manuel  Gai'cfa  Quintal- 
export  du'ector  of  Organizacion  Mal  - 
an  appliance  maker  that  exported  S2- 
million  w-orth  of  gas  stoves  last  yeai- 
a  joint  ventm-e  with  General  Elect:  ' 
Co.  Recently,  Mabe  in\ited  140  potent 
local  suppliei-s  to  show  theu*  wares,  a  " 
Gai-ci'a  is  optimistic  that  many  wiU  m " 
tiy  to  meet  Mabe's  standards. 

The  maquiladoras,  however,  ai*e  lil  ^ 
ly  to  remain  heavily  dependent  on  f  ■ 
eign  parts.  The  border  plants,  whi  ^' 
import  components,  mostly  ft-om  t  - 
U.  S..  and  reexport  assembled  produc 
generated  exports  of  about  S26  billi 
last  year.  The  rub:  They  bought  ji  ■ 
2%  of  theii*  components  in  Mexico.  - 

Some  multinationals  ai'e  giNing  lo 
supphei-s  a  boost.  IBM  de  Mexico,  wh  t: 
exported  S700  miUion  in  pei"sonal  co  SD 
putei'^  and  other  equipment  last  yc  ti; 
fi-om  its  Guadalajai-a  plant,  helped  el  ^ 
tronic-paits  maker  Elamex  acquii-e  ; 
vanced  technology  to  produce  circ 
boards.  This  year,  Elamex  e.xpects  : 
■iii^™^^  sell  S85  million  worth 
components  to  custom* 
such  as  Black  &  Dec! 
Coi-p.  and  rocket  buik 
Martin    Marietta  Co 
That's  a  nice  chunk 
change.  But  it  will  t£ 
more  than  a  few  enteqii 
ing  companies  to  create 
export  boom.  Unfortuna 
ly.  Mexico  can't  afford 
wait  too  long. 

By  Elisabeth  Malkin 
Mexico  City 
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COMMENTARY 


By  Christopher  Farrell 


THE  WRONG  WAY  TO  BALANCE  THE  BUDGET 


In  the  early  days  of  the  American 
I'epublic,  financial  panics  often  led 
to  steep  declines  in  economic  ac- 
i\  ity.  Yet  the  last  time  a  financial 
■l  isis  triggered  an  economic  collapse 
vas  the  Great  Depression.  In  the 
lalf-centuiy  following  World  War  II, 
inancial  blowups  have  had  minimal 
mpact,  and  the  economy  has  enjoyed 
I  relatively  smooth  ride. 

Now,  Congi'ess  confronts  the  pos- 
iibility  of  returning  us  to  the  chaotic 
lays  of  yore.  In  the  coming  weeks, 
ifter  years  of  debate,  the  Senate 
vill  decide  whether  to  r"e- 
juire  the  federal  govern- 
nent  to  balance  its  bud- 
ret.  Many  GOP  la  wmakers 
)ack  the  amendment.  They 
;houldn't.  The  Balanced 
Budget  Amendment  would 
;trip  away  much  of  the 
government  spending  that 
rushions  the  economy  in 
lard  times — just  when  dis- 
nflation  and  the  prospect 
)f  deflation  are  i-aising  the 
)dds  of  financial  crises. 

The  U.  S.  economy  is  a 
•emarkably  stable  system, 
n  large  part  because  of 
.he  government's  expan- 
;ive  safety  net.  Federal 
leposit  insurance,  for  ex- 
imple,  prevented  the  col- 
apse  of  the  savings-and- 
oan  industry  in  the  late 
l980s  from  turning  mto  a 
iepression  of  the  1990s.  A 
narket  collapse  in  Mexico 
sparks  jitters  in  the  U.  S. 
)ut  not  much  more. 
4EEDED  NET.  Impose  the 
Balanced  Budget  Amend- 
nent,  however,  and  the 
system  breaks  down.  Today,  as  soon 
IS  the  economy  begins  to  slump,  gov- 
jmment  tax  collections  fall,  and  gov- 
imment  transfei'  payments,  such  as 
■Qod  stamps,  incr-ease.  The  result  is 
ligher  deficit  spending  during  reces- 
sions— but  these  automatic  stabilizers 
ilso  put  more  money  into  the  hands 
)f  Americans  precisely  when  they 
Tiost  need  it. 

A  Balanced  Budget  Amendment, 
3y  contrast,  would  require  an  explicit 
vote  of  Congress  to  nan  a  larger  defi- 
cit to  counteract  an  economic  slow- 
down. Given  the  cuirent  climate 
igainst  deficits,  politicians  may  be 


reluctant  to  approve  large-scale  defi- 
cit spending  until  a  recession  is  well 
under  way.  The  result?  Bigger 
swings  in  the  economy  and  a  far 
more  volatile  financial  system. 

This  at  a  time  when  changing  eco- 
nomic conditions  are  creating  a  world 
where  stability  will  be  particularly  in 
demand.  For  years,  the  powerful 
interaction  of  inflation  hawks  at  the 
Federal  Resei-ve  Board,  bond-market 
vigilantes,  and  the  new  world  eco- 
nomic ordei'  have  been  exerting  a 
fii-m  downward  pressure  on  prices. 


Flexibility  is  what  makes 
the  U.S.  economy  so  stable.  But  if  it 
can't  bend,  it  may  break 


As  a  result,  "we  are  a  lot  closer  to 
the  edge  of  deflation  than  we  have 
been  in  some  time,"  says  Edward  E. 
Yardeni,  chief  economist  at  C.J. 
Lawrence  Inc. 

The  Fed,  for  one,  is  pursuing  an 
austere  monetary  policy  toward  its 
goal  of  wringing  inflation  out  of  the 
economy.  By  almost  any  measure, 
the  U.  S.  money  supply  is  gi'owing  at 
an  anemic  rate — hardly  fertile 
gr-ound  for  price  increases.  Similarly, 
bond-mai'ket  investors  send  interest 
rates  sharply  higher  on  any  hint  of 
inflation  news.  "The  bond  market 
will  do  whatever  is  necessary  to 


make  sure  inflation  won't  take  off," 
says  Charles  I.  Clough  Jr.,  chief  in- 
vestment strategist  at  Menill  Lynch 
&  Co. 

Meanwhile,  with  the  collapse  of 
communism  and  the  embi-ace  of  freer 
markets  by  much  of  the  developing 
world,  the  supply  of  goods,  sei^vices, 
capital,  and  labor  is  soaring.  White- 
hot  domestic  and  interTiational  com- 
petition helps  explain  why  last  year-'s 
inflation  rate  in  the  U.  S.,  measured 
by  hourly  compensation,  was  the 
lowest  since  1949 — easily  offsetting 
price  incr'eases  of  many 
commodities  and  crmle- 
materials  prices.  Disinfla- 
tion is  her-e  to  stay. 
VICIOUS  CYCLE.  So  what? 
In  a  world  of  low  infla- 
tion, the  risk  fi'om  unex- 
pected financial  crises 
soar's.  A  stock  mar'ket 
cr-ash,  a  bank  failur-e,  or  a 
(h'op  in  the  doUar-'s  value 
could  send  asset  prices 
plunging.  Suddenly,  inter-- 
est  payments  become  on- 
er-ous.  Cr-edit  contracts. 
This  is  the  sort  of  vicious 
cycle  that  was  common  in 
tiie  pre-Worid  War-  II 
ci-a — and  that  deficit 
s])ending  later  eased. 
"The  stability  of  our-  econ- 
iimy  is  dr-astically  dimin- 
ished when  the  federal 
government  is  powerless 
to  intervene  to  prevent  a 
disastrous  debt  deflation," 
says  Hyman  P.  Minsky,  an 
economist  at  the  Jerome 
Levy  Economics  Institute 
at  Bard  College. 

The  Balanced  Budget 
Amendment  wouldn't  leave  us  com- 
pletely defenseless.  The  Fed  always 
can  open  the  money  spigots  to  offset 
the  immediate  impact  of  a  financial 
panic,  much  as  it  did  following  the 
stock  market  crash  of  1987.  But  mon- 
etary policy  is  a  tool  best  used  to 
contr'ol  inflation,  not  to  counter-act 
the  cycHcal  ebbs  and  flows  of  the 
economy  and  financial  mar-kets.  Get- 
ting the  gover-nment's  finances  in  or-- 
der  makes  sense.  But  the  Balanced 
Budget  Amendment  is  a  dangerous 
step  back  into  the  19th  century. 

Farrell  writes  on  economics. 
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Q&A 


1  WANT  TO  TEAR  THE  INCOME  TAX 
OUT  BY  ITS  ROOTS' 

A  talk  with  House  Ways  &  Means  Chairman  Bill  Archer 


Ways  &  Means  Committee  Chaitinan 
Bill  Archer  (R-Tex.)  is  the  House  gop's 
point  man  on  taxes.  With  his  panel 
scheduled  to  start  drafting  its  version 
of  a  1995  revenue  bill  in  a  few  weeks, 
he  took  time  out  to  talk  to  business 
WEEK  Seyiior  Correspondent  Howard 
Gleckman  about  prospects  for  the  tax 
cuts  proposed  in  the  Contract  With 
America  and  his  hopes  for  broad-based 
tax  reform. 

Q:  Will  the  Ways  &  Means 
Committee  change  the  tax 
provisions  of  the  Contract 
With  America? 
A:  If  we  can  improve  on 
the  specific  provisions,  cer- 
tainly we  don't  feel  that 
we're  denied  the  right  to 
do  that. 

Q:  You  support  indexing 
capital  gains  for  inflation. 
But  critics  say  that's  too 
complex.  Is  there  a  simpler 
ivay  to  do  it? 

A:  There  really  is  not.  But 
in  this  day  of  computeriza- 
tion, I  don't  think  the  com- 
plexity will  be  that  great. 

Q:  Would  you  increase  the 
capital-gains  rate  cut  while 
el im inating  indexing? 
A:  I  don't  think  so.  Index- 
ing is  the  most  important  <?' 
long-term  refoi'm  that  we 
can  put  into  the  code.  The  only  way  we 
can  increase  real  family  wages  is  to 
increase  productivity.  We  can  only  in- 
crease productivity  if  we  add  addition- 
al savings  that  are  invested  to  buy 
tools.  I  don't  want  to  dismiss  the  fact 
that  you've  got  to  upgi-ade  the  skills  of 
workers.  But  if  you  don't  have  the 
tools,  you  reach  a  blind  alley.  If  we 
are  going  to  have  greater  productivity, 
we  must  have  more  savings  and  more 
capital  investment. 

If  we  continue  to  [discourage]  sav 
ings,  we  force  ourselves  into  depen- 
dency on  foreign  savings  or  a  lower 
standard  of  living.  If  we  really  wanted 
to  be  competitive,  we'd  probably  re- 
duce the  capital-gains  tax  t,o  near  zero. 


Q:  It  seems  even  that  is  a  relatively 
small  change  compared  to  broad  tax 
reform. 

A:  Absolutely.  We  have  reached  the 
point  where  we  cannot  fix  the  current 
income  tax  and  should  look  at  replacing 
it  with  a  broad-based  consumption 
tax.  We've  ended  up  with  a  tax  which 
is  heavy  in  the  cost  of  compliance,  en- 
forcement, and  litigation.  We  have  a 
code  which  has  effectively  taken  away 
most  of  the  incentives  for  savings 


1 

and  [boosted]  the  undergi'ound  econo- 
my. It  does  not  permit  us  to  remove 
the  cost  of  government  from  the  price 
of  our  products  sold  overseas  nor  does 
it  permit  us  to  charge  a  proportional 
share  of  the  cost  of  our  government 
to  foreign  products  that  come  into 
this  country. 

I  want  to  tear  the  income  tax  out 
by  its  roots.  I  want  to  get  the  in- 
come tax  out  of  our  individual  lives 
completely. 

Q:  Are  the  tax  changes  in  the  Con- 
tract With  America  really  only  a 
Bo  lid- Aid? 

A:  They  are  a  limited  incremental 
reform. 


Q:  Cayi  this  Congress  pass  tax  reforrrM 
A:  That's  a  hope  I  would  share.  Bi| 
before  it  can  happen.  President  Clintq 
has  to  be  willing  to  sign  it,  and  I 
not  sense  he  will  do  that.  I  suspei 
the  liberal  Democrats  in  the  SenaC 
will  throw  up  major  roadblocks. 

It  could  pass  the  House,  if  we  cs  J" 
develop  a  consensus.  We've  still  got  '  i^' 
get  into  the  debate  between  a  flat  t£ 
and  a  broad-based  consumption  tax  b 
fore  we  can  see  the  Republican  Part 
behind  one  proposal.  I  look  forward  f 
seeing  full-blown  debate  sometini- 
this  year. 

Q:  Why  do  you  prefer  a  broad-hast  - 
tax  on  consumption  instead  of  a  fl> 
tax? 

A:  I  was  foi-  a  flat  tax  in  '86.  B^m 
[President  Reagan]  elected  to  contim  ^ 
the  very  arcane  income-tax  system. 


RADICAL  RUMBLE 

t4If  all  we  could 
get  was  a  flat  tax, 
certainly  that 
would  be  an 
improvement.  Bu 
iie  flat  tax  does 
t  eliminate  the 

nternal  Revenue 
Service  from  our 

Ives." 


2il 


fall 


!(pi 


—  BILL  ARCHER 


jumjjed  ship  on  them  and  opposed  tl 
'86  [Tax  Reform]  Act.  It  was  one 
the  best  things  I  ever  did. 

I've  gone  beyond  [the  fiat  tax]  nolte 
At  that  time,  we  [did  not  recogniz  Bit 
that  our  future  was  going  to  be  [tie  i 
to  competition  in  a  global  commerci  tlai 
marketplace.  If  all  we  could  get  was  felij 
flat  tax,  certainly  that  would  be  an  ii 
provement.  But  the  flat  tax  does  ri  ft 
eliminate  the  Internal  Revenue  Se 
vice  from  our  lives.  It  still  taxes  sa  lid 
ings  at  between  17%  and  20%.  It  do 
nothing  to  get  at  the  undergrou 
economy,  nothing  for  the  way  \l 
charge  for  products  at  the  border.  Mo! 
importantly,  it  leaves  the  roots  of  t 
income  tax  in  the  ground. 
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vESTIGATIONS 


ON  BROWN: 

lAKING  A  FEDERAL  CASE 

;)use  GOPers  plan  to  press  Justice  for  a  wider  probe 


;||ommerce  Secretary  Ronald  H. 
—  Brown's  troubles  are  mounting  by 
"the  minute.  After  a  year-long  in- 
-;tigation  of  Brown's  tangled  financ- 
Ilouse  Government  Reform  &  Over- 
lit  Committee  Chairman  William  F. 
nger  Jr.  (R-Pa.)  is  preparing  a  de- 
ied  report  for  the  Justice  Dept.  that 
s  out  a  more  extensive  array  of  alle- 
ions  against  the  Commerce  chief  than 
publicans  have  charged  so  far. 
While  Justice  has  already  launched  a 
liminaiy  probe  that  could  lead  to  the 
ning  of  a  special  counsel  by  spring, 
iiger  is  expected  to  endorse  the  ap- 
ntment  of  an  independent  counsel, 
at  would  transfer  responsibility  for 
'  investigation  from  Congi'ess  to  a 
jsecutor  with  sweeping  investigative 
.vers.  What's  more,  Clinger  wants  the 
iuiry  to  include  examination  of  two 

iv  allegations: 

A.  report  in  the  Los  Angeles  Times 
a  while  at  Commerce  Brown  might 
»'e  profited  from  stock  in  Kellee  Com- 
mications  Inc.,  a  small  company  that 
^  a  pay-phone  deal  with  AT&T.  Con- 
ted  by  BUSINESS  WEEK,  AT&T  officials 

they  were  unaware  of  Brown's  stake 
the  venture  and  otherwise  have  no 
nment. 

That  Brown  provided  "inaccurate,  in- 
iijilete,  and  misleading"  information 
congressional  investigators  about  his 
e  in  trying  to  secure  oil  deals  while 
ving  as  chairman  of  the  Democratic 
tional  Committee  (dnc). 
By  the  end  of  February,  Chnger  in- 
ids  to  give  Justice  of-  mmmm^m^mam 
als  a  point-by-point 
)ort  alleging  instanc- 
in  which  Brown  may 
ve  broken  federal 
is.  Commerce  Dept. 
ikeswoman  Carol 
.milton  says  Brown 
ill  cooperate  fully 
h  any  Justice  Dept. 
estigation."  Hamilton 
Is  that  Brown  is  con- 
'nt  that  his  business 
ilings  have  posed  no 
itiict  of  interest  with 
duties  as  Commerce 
.  retary  and  that  he 
1  "be  fully  cleared  of 

v  allegations"  of 
ongdoing. 

There's  no  doubt  that 


dinger's  assault  on  Brown 
is  tinged  with  partisan  mo- 
tives. Nevertheless,  it  will 
be  hard  for  Justice  to  re- 
sist pressure  from  dinger's 
panel  to  name  a  special 
counsel.  And  while  Presi- 
dent Clinton  continues  to 
support  his  Commerce  boss 
publicly,  he  is  no  longer  ex- 
pected to  name  Brown  to 
head  his  1996  reelection 
campaign.  "On  that  score, 
the  Republicans  have  al- 
ready accomplished  their 
No.  1  goal,"  says  an  aide  to 
House  Democratic  leaders. 
Another  senior  Democratic 
staffer  wonies  that  Brown's 
troubles  "are  beginning  to 
have  a  corrosive  effect  on 
the  President's  overall 
agenda." 

But  Brown's  woes  don't 
end  there.  The  naming  of 
an  independent  counsel  will  increase 
pressure  on  Brown  to  resign,  despite 
the  high  marks  he  has  won  from  corpo- 
rate executives  for  vigorously  promoting 
American  exports.  Concedes  one  weary 
Clintonite:  "It's  looking  real  bad." 

The  allegations  arise  from  Brown's 
interest  in  a  small  consulting  busi- 
ness— First  International  Communica- 
tions Corp. — and  his  complex  transac- 
tions with  his  partner  in  the  company, 
Nolanda  Hill.  Republicans  on  Capitol 
Hill  charge  that   Brown  concealed 


EYE  OF  THE  STORM:  Expect  a  counterattack 


$400,000  in  1993-94  income  from  the 
sale  of  his  stake  in  struggling  First 
International,  in  which  he  invested  no 
money  and  claims  to  have  had  little 
direct  involvement. 

PAPER  TRAIL.  Company  documents  ob- 
tained by  BUSINESS  WEEK  (BW — Feb. 
27)  show  that  while  Brown  has  insisted 
he  was  a  silent  partner  at  First  Inter- 
national, he  was  involved  in  two  of  its 
ventures  to  buy  oO  at  discount  prices  in 
1992:  from  sonangol,  the  state-owned 
oil  company  of  Angola,  and  from  a 
■■■■iHi^HHi  member  of  the  Saudi 


Brown's  Mounting  Woes 

Congressional  Republicans  contend  that  an  independent  counsel 
is  now  needed  to  examine  the  beleaguered  Commerce  Secretary's 
tangled  personal  finances.  Brown  denies  any  wrongdoing. 
Here  are  the  OOP's  main  allegations  against  Brown: 

MISLED  House  Government  Reform  &  Oversight  Committee 
Chairman  William  F.  Clinger  Jr.  (R-Pa.)  by  claiming  he  played  a 
passive  role  in  First  International  Communications  Corp. 

CONCEALED  $400,000  in  payments  from  business  partner 
Nolanda  Hill.  Provided  false,  incomplete,  and  misleading  informa- 
tion on  his  Public  Financial  Disclosure  Report. 

VIOLATED  federal  conflict-of-interest  laws  by  not  divulging  his  stake 
in  a  company  with  a  multimillion-dollar  joint  venture  with  AT&T. 

DATA  BUSINESS  WEEK 


royal  family.  The  oil 
deals,  which  collapsed, 
stood  to  net  Brown 
millions. 

So  far.  Brown  has 
kept  a  low  profile,  hop- 
ing the  controversy  will 
blow  over.  But  with  Re- 
publicans opening  at- 
tacks on  so  many 
fronts,  that's  unlikely. 
Don't  be  surprised  if 
the  persuasive  Brown 
launches  a  new  promo- 
tion campaign:  selling 
himself  as  an  honest 
wheeler-dealer. 

By  Douglas  Har- 
bfecht,  with  Richard  S. 
Du7ifiam,  in  Washington 
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TELECOMMUNICATIONS 

BURNED  BY 
BUSY  SICNALS 

Why  Motorola  ramped  up 
production  way  past  demand 

When  is  good  news  just  too  good? 
Ask  Motorola  Inc.  In  January, 
the  company  reported  record 
fourth-quarter  earnings  of  $515  miUion, 
up  51%  from  1993,  on  sales  of  $6.45  bil- 
lion, a  29%  hike.  But  on  Feb.  17,  the 
wii'eless-communications  giant  admitted 
its  profits — which  were  as  much  as  18%- 
above  Wall  Street  estimates — had  been 
aided  by  overaealous  ordeiing  of  cellulai- 
phones  by  retail  distributors.  Now,  the 
company  says,  dealers  are  swamped, 
desjiite  record  Cliristmas  sales,  and  that 
has  hurt  new  orders  for  phones.  The 
bad  news  sent  Motorola's  stock  tum- 
bling almost  10%',  to  57%. 

How  could  Motorola  get  hit  by  such  a 
blooper?  Industiy  sources  say  several 
distributors,  including  AirTouch  Com- 
munications and  Baby  Bells  such  as  U  S 
West  and  BellSouth,  drastically  over- 
ordered.  They  were  acting  defensively. 
During  the  1992  and  '93  Christmas 
shopping  seasons,  Motorola  wasn't  able 
to  meet  consumer  demand  for  handsets. 


CELLUUR  STATIC 


AUG  19,  '94 
A  DOLLARS 

DATA  BLOOMBERG  FINANCIAL  MARKETS 

forcing  the  Bells  to  tuni  away 
business. 

Not  wanting  to  miss  out  in  1994 — 
especially  with  some  Bell  cellular  units 
posting  gi'owth  rates  of  over  40%' — the 
companies  placed  ordere  eai'ly  and  often. 
And  they  didn't  warn  Motorola  to  thi'ot- 
tle  back  on  production  until  it  was  too 
late.  "The  phone  companies  didn't  pay 
attention  to  the  situation,"  says  Alan 
H.  Goldfield,  chief  executive  of  Motorola 
distributor  CellStar  Corp.  "They  were 
shocked  when  the  phones  kept  coming." 
POOR  POLICING.  They  shouldn't  have 
been.  Schaumburg  (Ill.)-based  Motorola 
worked  furiously  last  year  to  boost  cel- 
lular-phone output.  It  also  expanded 
production  of  semiconductors,  a  key 
component.  Unhampered  by  bottle- 
necks, the  company  had  no  problem 
meeting  Christmas  demand,  real  or  im- 


agined. But  Motorolii 
didn't  properly  police  in 
coming  orders.  "Motorol; 
should  have  knovm  thai 
orders  were  going  beyonc 
demand,"  says  Hambrech 
&  Quist  Inc.  analyst  Raj 
kesh  Sood. 

Motorola  refuses  to  pinj 
point  which  distributor: 
caused  its  heartache.  Belli 
South  Coip.  is  mum,  toi 
AirTouch  admits  it  ove: 
oi'dered  but  says  sped, 
deals  have  helped  push  inj 
ventoiy  out  the  door.  U  S  Wes 
says  it  beefed  up  fouith-quarter  or| 
ders  to  make  sure  it  had  stock  on  ham 
for  promotions  in  early  1995.  Distribl 
utor  Goldfield,  sitting  pretty  with  be| 
low-normal  inventories,  says  sever; 
Baby  Bells  have  offered  to  sell  him  ex| 
cess  phones  "at  below  cost." 

Most  observers  think  the  overhani 
vrill  disappear  by  early  April.  But  Sooi 
says  the  inventory  problem  could  slic 
$39  million,  or  9%,  from  Motorola'ij| 
first-quarter  profits,  which  he  figure, 
will  now  come  in  around  $389  millio 
on  sales  of  $6.18  billion,  5%  less  tha 
his  previous  estimate.  Analysts  don'f 
expect  any  long-teiTn  fallout  for  Motorjj 
ola.  Except  that  Motorola  may  try  t 
make  next  Christmas  a  bit  less  of 
bell-ringer. 

By  Kevin  Kelly  in  Chicago 


AUTOS 


A  $750  MILLION 
FIASCO? 

A  seat-belt  recall  could  affect 
6  million  Japanese  cars 

It  could  remain  a  quiet  preliminaiy  in- 
vestigation— or  turn  into  one  of  the 
biggest  automobile  recalls  of  all  time. 
At  the  very  least,  it  should  ensui-e  that 
from  now  on  cannakers  offer  a  lifetime 
wan-anty  on  seat  belts. 

The  National  Highway  Traffic  Safety 
Administration  has  identified  more  than  6 
million  Japanese-built  vehicles  outfitted 
with  possibly  defective  seat  belts  made 
by  Japan's  Takata  Corp.  The  suspect 
buckles  ai'e  used  by  every  Japanese  cai- 
maker  except  Toyota  Motor  Coip.  and 
are  on  some  vehicles  built  for  Gener-al 
Motoi-s,  Ford,  and  Chiysler.  The  potential 
cost  of  a  recall:  $750  milUon  or  more. 

The  feds  are  just  beginning  their  in- 
vestigation. But  a  recall  is  "almost  ine\'i- 


SUSPECT:  Takata  hclts  ma  ij  fail  lu  acc 


table,"  says  Clai'ence  M.  Ditlow,  executive 
director  of  the  Center  for-  Auto  Safety,  a 
consumer  group  in  Washington,  D.  C. 
"The  real  question  is,  ai-e  you  buckling  up 
properly — with  a  buckle  that  may  fail?" 

NHTSA  last  summer  asked  Ameiican 
Honda  Motor  Co.  for  evidence  of  failui'e 
of  certain  Takata  belt  buckles  in  1986  to 
1991  Civics.  Honda  found  6,800  cases 
where  it  had  replaced  or  repaired  the 
seat  belts  in  the  1.5  million  cai-s  under  in- 


vestigation. NHTSA  in  Ocl 
tober-  upgTaded  the  HonI 
da  inquiry  to  an  engineer! 

ing  analysis,  the  stef 
befor-e  the  full-fledged  in 
vestigation  leading  to  a  re 
call.  It  also  started  lookinj 
at  other  Japanese  brands. 

Honda   has    reportec  i 
eight  accidents  that  maj  [ 
involve  the  belt  and  is 
defendant  in  thr-ee  relatec  i 
lawsuits.  But  it  downplay!  ^ 
the  pr'oblem.  "Ther-e  wai 
not  a  single  confirmed  in 
stance   where   the  belt 
failed  dm-ing  an  accident,' 
says  a  U.S.  spokesman  i 
While  admitting  "the  br-oken  [r'elease 
buttons  ar-e  a  fact,"  Takata's  Hir-oji  Naka 
no,  gener-al  manager  of  legal  affairs,  says 
"Our  buckle ...  is  state-of-the-art." 

Honda  ah-eady  cover-s  its  belts,  in  fact 
with  a  lifetime  warranty,  a  policy  insti 
tuted  to  head  off  a  r-ecall  in  1986.  Now^ 
that  warranty  may  cost  far  more  thai 
Honda  ever  expected. 

By  LarTy  Anmtrong  in  Los  Angeles  \ 
with  Robert  Nejf  in  Tokyo 
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THE  DIFFERENCE 
BETWEEN  BEING  BULLISH 
ON  AMERICA  AND  BULLISH 
ON  THE  WORLD 

The  economies  of  our  world  are  coming  together. 
Command  economies  are  wanmg,  capitalism  is  flounshmg 
and  strong  regional  trading  alliances  are  being  formed 
that  promise  to  become  stronger  than  the  nations  that 
comprise  them. 

But  as  the  world  grows  closer,  it  also  grows  more  complex. 
So,  too,  has  Merrill  Lynch  evolved.  With  people  and 
capabilities  m  place  throughout  the  world,  we  have  learned 
that  competing  ,n  the  global  marketplace  requires  more 
than  global  resources-it  requires  global  resourcefulness. 


Everywhere  we  serve  the  world,  we  bring  people  together 
with  opportunities.  Because  we  know  that  an  investor 
in  Asia  can  profit  from  the  efforts  of  business  people  in 
Brazil  and  vice  versa. 

Our  clients  know  we  are  guided  by  our  principles: 
client  focus,  teamwork,  respect  for  the  individual  and  our 
communities  and,  above  all,  integrity. 

Today,  our  world  is  being  brought  together  not  simply 
by  the  mandate  of  nations,  but  by  the  power  of  individuals 
who  allow  themselves  to  hope  for  a  better  life.  Nothing 
holds  greater  possibility  than  a  world  with  hope  for  its 
own  future. 

Although  the  road  may  not  be  easy  or  quick,  we  believe  we 
can  help  our  clients  achieve  even  greater  success,  in  a 
world  brought  together  by  individuals  with  hope.  We  think 
that  m.ikes  the  difference-all  the  difference  in  the  world. 


The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 


ews:  Analysis  &  Commentary 


HOLLYWOOD 


THEY'RE  STUFFING  MONEY 
THROUGH  THE  STUDIO  GATES 

DreamWorks'  all-star  troika  is  a  mighty  magnet  for  backers 


Tucked  in  the  shadow  of  mca  Inc.'s 
Universal  Studios  in  Los  Angeles, 
the  small,  adobe-style  headquarters 
of  Hollywood's  newest  studio-in-the-mak- 
ing  is  hopping.  Nearly  60  staffers  take 
meetings,  do  lunch,  and  sift  through  sto- 
ry ideas.  Silicon  Graphics  ceo  Edward 
R.  McCracken  has  dropped  by,  as  have 
officials  of  Bell  Atlan- 
tic and  South  Korea's 
Samsung.  Eveiybody, 
it  seems,  wants  to  do 
a  deal. 

The  iEustrious  found- 
ers of  DreamWorks, 
meantime,  have  been 
crisscrossing  the  coun- 
tiy  in  seai'ch  of  financ- 
ing. And  now  it  ap- 
pears that  Steven 
Spielberg,  Jeffrey  Kat- 
zenberg,  and  David 
Geffen  are  on  the 
verge  of  securing 
more  than  $2  billion  in 
capital.  While  the  trio 
has  contributed  an  es- 
timated $100  million 
and  will  control  two- 
thirds  of  the  company, 
they  are  wrapping 
up  negotiations  with 
Samsung  Electronics 
Co.  and  others  for  up 
to  $900  million  in 
equity.  Sources  close 
to  the  group  say  a 
consortium  that  includes  Bankers  Trust 
New  York  Corp.  is  putting  together  a 
$1  billion  line  of  credit. 
"HOW  CAN  YOU  LOSE?"  DreamWorks' 
game  jjlan:  12  movies  a  yeai'  by  decade's 
end,  along  with  TV  shows,  interactive 
games,  animated  films,  and  a  record  label. 
All  that  means  partners.  Capital  Cit- 
ies/ABC  Inc.  has  already  put  $100  million 
into  a  joint  venture  to  produce  TV  shows. 
McCracken  wants  DreamWorks  to  help 
Silicon  Graphics  develop  a  futuristic,  digi- 
tized studio.  Microsoft  Corp.  is  negotiat- 


ing to  invest  in  the  interactive-game  unit, 
investment  bankers  say.  And  Dream- 
Works is  talking  to  three  pay-movie  chan- 
nels— Encore!,  Home  Box  Office,  and 
Shovrtime — about  cable  distribution  deals. 
"AH  you  do  is  look  at  their  track  record," 
says  Encore!  Chairman  John  Sie.  "How 
can  you  lose?" 


In  Their  Dreams 

Companies  that  may  do  deals  with  DreamWorks 

mm 


SAMSUNG,  BELL  ATLANTIC  With  four 
others,  they  have  emerged  as  pos- 
sible investors.  DreamWorks  wants 
$900  million  for  a  one-third  interest. 

BANKERS  TRUST.  CHEMICAL  BANK  May 

assemble  up  to  $1  billion  in  credit. 


STRATEGIC  PARTNERS 


ABC  Invested  $100  million  in  joint 
venture  to  produce  TV  shows. 
SILICON  GRAPHICS  Looking  to  create 
a  futuristic  digital  movie  studio. 
MICROSOFT  Could  invest  in  interac- 
tive games  and  movies. 


MCA,  which  distributes  Geffen's 
records  and  several  Spielberg  films, 
hopes  to  do  the  same  for  DreamWorks 
movies  and  videos.  But  that  may  de- 
pend on  whether  mca's  Sidney  J.  Shein- 
berg  and  Lew  R.  Wasserman  can  cut 
new  deals  with  mca's  parent,  Matsu- 
shita Electric  Industrial  Co.  Sheinberg's 
and  Wasserman's  close  personal  ties 
with  Spielberg  and  Geffen  are  the  key 
to  any  relationship  MCA  might  have 
with  DreamWorks.  If  they  leave,  mca 
can  forget  about  doing  a  deal. 


Katzenberg,  the  former  chairman  ( 
Walt  Disney  Co.'s  studio,  has  meai] 
while  been  lining  up  key  talent.  Sing( 
Elton  John,  who  performed  and  c 
wrote  The  Lion  King  soundtrack  f( 
Disney,  will  likely  do  the  same  for 
DreamWorks  animated  film.  Gary  D; 
vid  Goldberg,  producer  of  TV  hit  Fa7 
ily  Ties,  has  also  signed  on  and  h, 
two  pilots  in  the  works.  Helene  Hah 
Katzenberg's  top  lawyer  at  Disney,  h 
joined  the  team,  as  has  former  Disn( 
Treasurer  Michael  Montgomery.  Ka 
zenberg  went  after  Home  hnpraveme' 
creator  Matt  Williams,  whose  bloe 
buster  show  should  earn  $125  milli( 
this  year  for  Disney  in  syndication  fee 
But  Williams  ultimately  renewed  h 
deal  with  Disney. 

Filmi  industry  o' 
servers  speculate  th 
Katzenberg  may  all 
have  eyes  for  Di 
ney's  Miramax  Pi 
tures,  the  "art-hous 
film  company 
signed  to  a  five-ye 
deal  while  still  at  Di 
ney  in  1993.  Mirami 
earned  22  Acaden 
Award  nominatioi 
this  year  foi'  such  hi 
as  Pulp  Fiction  ai 
Bullets  Over  Broa 
way,  and  its  feis' 
founders,  Bob  ai 
Harvey  Weinstei 
have  become  tl 
toast  of  Hollywoo 
One  source  says  se 
eral  interested  parti 
have  approached  tl 
Weinstein  brothe 
about  life  after  Di 
ney.  But  unless  Di 
ney  Chairman 
chael  Eisner  le 
them  out  of  their  contract,  Miram 
may  be  tied  up  for  three  more  years 
Still,  the  DreamWorks  cast  is  boui 
to  expand  even  more  this  spring,  wh 
Geffen  is  freed  from  his  mca  reco 
deal.  He's  expected  to  lure  Morris 
tin  and  Lenny  Waronker,  the  legen 
who  built  Warner  Bros.  Records  I 
into  a  powerhouse  before  departing 
cently.  Who's  next?  Hard  to  say.  B 
Hollywood  can't  seem  to  get  enou^i 
of  Spielberg,  Katzenberg,  and  Geffer 
By  Ronald  Graver  in  Los  Angel 


On  the  drawing  board:  12  movies  a  year,  plus 
interactive  games,  animated  films,  and  a  record  label 
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SPORTS  BUSINESS 


ATLANTA  SCRAPES 
TOGETHER  A  SEASON 

How  the  Braves  are  coping  with  iffy  sponsors  and  tepid  fans 


After  Ted  Turnei-  bought  the  woeful 
Atlanta  Braves  in  1976,  he  befud- 
dled the  major  league  establishment 
with  a  bizarre  mix  of  promotional 
events.  Turner  di'opped  the  starting  flag 
at  pregame  ostrich  races  and  personally 
pushed  a  baseball  ai-ound  the  bases  with 
his  nose.  A  fan  favorite:  Wedlock  & 


Headlock  Night — a  pitcher' 
wedding  before  the  game,  pn  > 
wrestling  afterward. 

All  of  which  pales  next  to 
the  circus-in-the-works  that  is 
the  1995  baseball  season.  With 
no  end  in  sight  to  the  six- 
month  strike,  the  Braves,  like 
27  other  major  league  teams, 
are  slapping  together  the 
most  ad  hoc  schedule  in 
sports  history.  As  135  has- 
been  and  never-was  replace- 
ment ballplayers  stretch  at 
the  club's  West  Palm  Beach 
(Fla.)  spring  camp,  executives 
are  revamping  their  ticket- 
sales  progi'am,  rejiggering 
promotions,  and  trying  to 
tui'n  a  no-name  roster  into  a 
credible  team.  "We're  the 
caretakers  of  the  game,"  de- 
clai'es  John  Schuerholz,  gener- 
al manager  of  the  Braves. 
"Baseball  has  to  be  served.' 


mound 


l^arks,  the  Teamsters  are  thi-eatening  to 
block  deliveries  and  boycott,  demonstrat- 
ing odd  solidarity  with  players  who  nev- 
er saw  a  picket  line  they  wouldn't  cross. 

The  Braves'  front-oftlce  scrambling 
is  evident.  Since  the  playei's  walked  last 
Aug.  12,  Promotions  Director  Miles 
McRae  has  hustled  to  make  up  prod- 
uct gi\'eaways,  player  apj)earances,  and 


players  ai'e  expected  back,  says  McRaf 

Ticket  sales  look  more  promisinj 
Fans  who  don't  renew  season  tickel  i 
will  lose  their  claim  to  priority  seatin  [■ 
when  the  new  Olympic  Stadium  opei 
for  baseball  in  1997.  Such  strong-an 
tactics  have  helped  the  Braves  se  , 
20,000  seats,  down  only  one-third  fro  i 
last  year,  with  2,000  on  the  waiting  lis  i 
But  single-seat  sales  won't  fare  as  we  ; 
The  Braves  can  hardly  ran  ads  featu  i 
ing  replacements  or  those  on  strike.  '. 
lieu  of  that,  the  club  is  cranking  up  > 
nostalgia  theme,  celebrating  the  tean 
30th  season  in  Atlanta.  It's  not  exact  ' 
as  compelling  a  draw  as  Greg  Maddu  i 
fastball,  and  Braves  officials  concec  : 
they  could  lose  $185,000  per  game  i 
ticket  revenue  from  last  year's  leve 

until  striking  players  retun  I 

If  fans  don't  come  to  tl 
stadium,  they  likely  wor 
watch  on  TV  either — a  won 
at  TBS,  which  uses  the  Bravi 
as  a  source  of  cheap  progi'ai 
ming.  On  Feb.  21,  tbs 
nounced  it  would  broadcast 
regular  schedule  of  Bravi 
games,  even  with  no-nam- 


PLAYING  BALL  WITH  JOE  NO-NAME 


If  substitute  teams  really  take  to  the  field — and  it  could  hap- 


ON  THE  FLY 

First  replacement  play- 
ers, now  no  beer:  The 
Teamsters'  vow  not  to 
make  deliveries  while 
the  strike  lasts  raises 
the  hurdle  for  owners 

in  uniform,  and  advertise 
are  staying  on  board  for  t 
122  games  tbs  plans  to  can 
But  the  cable  network  cov 


The  replace-    P^n — here's  what  th£  Atlanta  Braves  niaTiagement  co7ifronts:    be  liable  for  costly  paybac 


WAIT  AND  SEE. 

ment  ploy  may  keep  balls  fly- 
ing, but  it  won't  keep  the 
Braves'  financials  aloft.  True, 
these  players  won't  draw  any- 
thing close  to  the  team's  nor- 
mal $50  million  payi'oll — but 
they  won't  draw  many  fans 
either.    Ticket  revenue 
could  drop  70%.  Televi- 
sion proceeds,  too,  will 
suffer  if  ratings  bomb,  as 
expected.  In  fact,  the 
strike   already  has 
cost  Turner  Broadcasting  System  Inc., 
the  Bi'aves'  parent,  $15  million. 

No  team  will  have  an  easy  time  in 
tliis  ei'satz  season.  The  Florida  Marlins 
placed  1,000  phone  calls  to  round  up 
enough  bodies  for  a  spring  roster  The 
straggling  Milwaukee  Brewers  have  I'e- 
cruited  business  leaders  to  help  sell 
10,000  season  tickets.  And  at  23  ball- 


TICKETS  To  keep  their  seats  for  next  year,  fans  are  re- 
newing season  tickets— but  attendance  could  drop  75%. 

MARKETING  It's  tough  to  market  a  team  with  no  house- 
hold names.  Single-seat  sales  are  expected  to  suffer. 

PROMOTIONS  Last  year,  the  Braves  scheduled  65  prod- 
uct giveaways.  Only  15  are  expected  in  '95. 

TELEVISION  Turner  Broadcasting  System, 
which  televises  Braves  games,  may  have  to  give 
rebates  to  advertisers. 


social  events  from  late-season  games. 
Only  one  Braves  sponsor,  candymaker 
Leaf  Inc.,  has  canceled  all  ties  for  1995, 
and  stalwarts  Anheuser-Busch,  Coca- 
Cola,  and  Delta  Air  Lines  are  proceed- 
ing with  full  sponsorship  programs.  But 
half  of  last  season's  105  backers  are  still 
undecided.  "A  lot  of  sponsors  want  to  do 
things,  but  they  don't  want  to  do  it  un- 
til late  in  the  season"  when  regular 


or   makeup  advertising 
viewers   don't  materiali 
"Advertisers  will  ultimate 
end  up  paying  only  for-  wh 
they  get,"  says  Kevin  O'M 
ley,  senior  vice-president  i 
programming  at  TBS  Sporti 
It's  up  to  Schuerholz  a 
field  manager  Bobby  Cox 
assemble  a  team  that  peo] 
will  want  to  watch.  Most 
the  rostei'  will  come  fi-om  t 
minor  leaguers  working  out  in  the  Fl\ 
ida  sun  today.  They're  none  too  impn 
sive,  but  Schuei'holz  insists  he's  not  ji 
going  through  the  motions.  "It's  alwa 
important  to  have  a  winning  record 
you  compete,  you've  got  to  win," 
says.  After  all,  even  ostrich  races  j 
won  by  somebody. 

By  David  Greisi 
in  West  Palm  Beach,  F 
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You  Need  MoreThan  An  MBA 
Tb  SuccETO  In  GijQBAL  Business 


jr. 


The  Global  Manager  of  Tomorrow 
Takes  These  Courses  Today: 

•  Multinational  Corporate 
Finance 

•  International  Business  Ethics 

•  International  Advertising 
and  Marketing  Workshops 

•  International  Risk 
Management  and  Insurance 

•  Commercial  Correspondence 

(offered  in  5  languages) 

•  International  Finance  and 
Trade  (Reqaiied  at  Thundeibiid) 

•  Regional  Business 
Environment  (political  and 
social  context  of  business) 

Required  at  Thundeibiid 

•  Pohtical  Risk  and  Global 
Change 

•  And  a  choice  of  more  than 
100  other  courses  in  interna- 
tional business,  language, 
and  business  environment. 

They  know  global  business. 
They  speak  the  language. 
They  understand  the  culture. 


THUNDERBIRD  teaches  that  success  on 
an  international  level  requires  more  than 
financial,  marketing  and  operational  skills. 

•  Can  you  use  your  business  skills  beyond 
the  borders  of  your  home  country? 

•  Do  you  have  the  flexibility  to  modify 
business  strategy  in  a  changing  global  market? 

•  Can  you  speak  the  language  of  your  client? 
Your  business  associates? 

•  Are  you  able  to  manage  and  function  as  part 
of  a  culturally  diverse  team? 

THUNDERBIRD  offers: 

•  The  Master  of  International  Management  degree  w^hich 
requires  courses  in  international  management,  international 
business  environment  and  any  of  ten  foreign  languages. 

•  An  international  Executive  Master  oi  International 
Management  program. 

•  A  Post-MBA  degree  program. 

As  a  Thunderbird  graduate,  you  will  join  more  than  27,000 
alumni  v^ho  hold  leadership  positions  in  business,  industry  and 
government  in  every  state  and  more  than  133  countries. 


Office  of  Admissions: 

1 5249  North  59th  Avenue 
Glendale,Arizona  85306-6000 
(602)  978-7114 
Fax:  (602)  978-8238 


THUNDERBIRD 


The  American  Graduate  School  of 
International  Management 


Ihe  only  Ifiidiiiii  spoil  utility 
with  stcinehini  diuil  ciir  bags* 


Rem  (lie  ki'vlcss/illiiDliiliiU'd 
entry  for  added  security 


The  Sport  Utility  That  Was  Dressed  1 
Is  Now  Dressed  To  The  Tens.  Elevens 


\ei('  stanilard  -i  irheel  anti-lock 
disc  brakes  for  surer  safer  stops. 


Neiv  Automatic  Ride  Control 
constantly  adjusts  the 
suspension  to  your  load  for 
o/itiniuiii  ride  and  handling. 


THE  BEST  NEVER  REST 


Introducing  The  New  Ford  Explorer  Limited. 


.In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


NEW  FIRES 

ON  TOBACCO  ROAD 

AFTER  SMOLDERING  FOR 
months,  antitu'oacco  litigation 
flared  anew.  On  Feb.  21,  Flor- 
ida Governor  Lawton  Chiles 
took  the  first  step  toward  re- 
covering state-financed  Medic- 
aid costs  ran  up  by  tobacco 
users.  Emboldened  by  Flori- 
da's Tobacco  Liability  Law, 
which  squeezed  past  tobacco 
lobbyists  last  year,  the  state's 
attorneys  will  assert  that 
Florida  taxpayers  are  victims 
unfairly  paying  the  price  for 
smoking — to  the  tune  of  $L4 
billion  in  Medicaid  bills  over 
five  years.  Four  days  earlier, 
a  New  Orleans  federal  judge 
certified  a  class-action  status 


CLOSING  BELL 


PUMPED  BACK  UP 

Does  U.S.  Shoe  have  rubber 
soles?  On  Feb.  17,  it  an- 
nounced it  had  broken  off 
talks  to  sell  its  footwear 
business  after  rival  Nine 
West  Group  lowered  its  origi- 
nal $600  million  bid  for  the 
unit.  Predictably,  U.S.  Shoe's 
stock  dropped  16%  on  the 
news.  The  next  trading  day, 
though,  it  bounced  smartly 
back.  In  turning  down  Nine 
West,  U.S.  Shoe  said  it  would 
explore  separating  or  selling 
its  three  businesses — a 
move  some  shareholders 
have  pressed  for.  Its  profit- 
able Lenscrafters  unit  is  emi- 
nently salable;  not  so  its  ap- 
parel retailing  business. 


FEB  6, 
A  DOLLARS 


FEB  21/95 


OAFA-  BLOOMBERG  FINANCIAL  MARKEFS 


for  a  suit  brought  by  a  cadre 
of  the  nation's  top  plaintiffs' 
attorneys  on  behalf  of  mil- 
lions of  smokers.  The  tobacco 
industry,  which  has  never 
paid  a  dime  in  court  penal- 
ties, has  vowed  to  snuff  out 
both  legal  attacks. 

THE  WHITE  HOUSE 
WEARS  A  HARD  HAT 

THE  CLINTON  ADMINISTRATION 

hadn't  done  much  to  win  the 
hearts  and  votes  of  oi'ganized 
labor — until  Feb.  20,  when 
Vice-President  Al  Gore  told 
AFL-cio  leaders  meeting  in 
Florida  that  the  President 
would  issue  an  executive  or- 
der barring  companies  from 
federal  contracts  if  they  hire 
permanent  replacements  diu-- 
ing  strikes.  Gore  also  said 
Clinton  will  veto  gop  efforts 
to  repeal  federal  laws  I'equir- 
ing  constmction  and  service 
companies  to  pay  the  prevail- 
ing wage  on  government  con- 
tracts. Commented  Teamsters 
President  Ron  Carey:  "The 
Administration  looked  aroimd 
to  see  who  their  friends  are, 
and  did  something  about  it." 

LOOKING  TO  LIGHTEN 
PUNITIVE  DAMAGES 

hol:se  repf;bli(;ans  are  cob- 
bling  together  business- 
friendly  tort-reform  legisla- 
tion scheduled  for  a  vote  the 
first  week  in  March.  Corpo- 
rate America,  which  has 
fought  for  such  a  law  without 
results  for  more  than  a 
decade,  could  have  much  to 
celebrate.  i;0P  legislators  plan 
to  extend  a  limit  on  punitive 
damages — the  greater  of 
three  times  a  victim's  eco- 
nomic losses  or  $250,000 — to 
almost  all  civil  lawsuits  as 
well  as  product-liability  cases. 
In  addition,  drag  companies 
and  medical-device  makers 
hope  that  the  final  legislation 
will  prevent  product-liability 
lawsuits  against  products  ap- 
proved by  the  Food  &  Drug 
Administration. 


HEADLINER:  JOEL  ALVORD 


BLOCKING  AND  TACKLING  IN  NEW  ENGLAND 


New  England  bankers  call 
their  business  a  contact 
sport.  So  it  was  when 
Shawmut  National  Chair- 
man Joel  Alvoi'd  offered 
to  sell  his  bank  to 
rival  Fleet  Finan- 
cial Group — an- 
nouncing a  $3.7 
billion  deal  just 
two  weeks  lat- 
er, on  Feb.  2L 

Alvord  had  lit- 
tle choice:  Shaw- 
mut's  finances  were 
weak,  speculators  were 
buying  stock  and  pushing 
for  a  sale,  rivals  were  itch- 
ing to  bid.  "If  word  got  out 
he  was  ready  to  sell,  there 
would  have  been  a  feeding 
frenzy,"  says  a  bankei'  in- 
volved in  the  deal. 

At  the  same  time,  Al- 
vord staged  a  power  play 


on  his  other  nemesis.  Bank 
of  Boston.  For  one  year, 
Bank  of  Boston  had  been 
secretly  negotiating  a  mer- 
ger with  Fleet,  say 

sources  close  to  the 
alks.  Such  a  deal 
would  have 
forced  Shawmut 
to  find  a  buyer 
outside  of  New 
England,  likely 
for  less  money 
than  Fleet  could 
offer. 

Now,  Bank  of  Boston  it- 
self will  have  to  look  be- 
yond the  region  if  it  wants 
to  grow.  And  Alvord's  end 
run  makes  him  chairman  oi 
New  England's  largest 
bank.  But  not  for  long:  Un- 
der terms  of  the  deal,  he's 
out  of  a  job  in  three  years. 

By  Geoffrey  Smitt 


ALCOA  S  SHINY 
PROSPECTS 

five  years  ago,  carmakers 
used  160  pounds  of  aluminum 
per  automobile.  That's  now 
up  to  210  pounds.  On  Feb. 
22,  Alcoa  announced  plans  to 
build  a  $o0  million  auto-parts 
plant  near  Toledo.  Hear  the 
steel  companies  pacing  ner- 
vously? Already,  Alcoa  has 
collaborated  with  Audi  on  an 
aluminum  car,  now  selling  in 
Em-ope.  The  metals  giant  wiU 
assemble  components  in  Tole- 
do for  the  U.  S.  auto  industiy 
starting  late  this  year.  Alcoa 
says  it  already  has  contracts 
to  supply  at  least  one  car- 
maker with  structural  parts. 

HANSON  DOES  A 
DEMERGER' 

DAVID  CLARKE,  THE  RESTIVE 

CEO  of  Hanson's  American  op- 
erations, finally  will  have  a 
company  to  call  his  own.  Han- 


son announced  on  Feb. 
that  it  will  "demerge,"  spl 
ting  off  34  businesses  to  ci 
ate  LI.  S.  Industries  Inc., 
be  headed  by  Clai-ke.  Clark 
family  business  was  Hansoi 
fii'st  U.  S.  acquisition  in  19' 
Lately,  though,  he's  be 
overshadowed  by  British  c: 
Derek  Bonham  in  the  race 
inheiit  Hanson's  top  job  ft' 
the  soon-to-retii"e  Lord  Jar 
Hanson.  The  deal  also  ci 
Hanson's  debt  by  a  third, 
$2.5  billion,  enabhng  it  to  i 
turn  to  the  acquisition  trail 

ETCETERA. .. 

m  Mars  dumped  Saatchi 
Saatchi,  shifting  its  ads 
three  other  agencies. 

■  Steve  Jobs's  NexT  Comp 
er  made  money,  as  its  so 
ware  found  acceptance. 

■  The  Supreme  Court 
fused  to  hear  Apple's  c 
against  Microsoft. 

■  The  nation's  capital  is 
solvent,"  says  the  Gene] 
Accounting  Office. 


r 
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On  any  given  day,  you  11  tmd 
couples  at  the  park  enjoying  the 
benefits  of  UltraClean  Propane. 


DEFINED  C0NTRlBUTI0N/40Iiki  PLANS     •     INSTITLITIONAL   MANAGEMENT     ■     MUTUAL  FUNDS 
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f  Investments 
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WHEN  CREATING  A  PORTFOLIO  ONE  MUST  EXPECT  THE  UNEXPECTED. 

bo  at  Putnam,  we  offer  a  wide  selection  of  investments.  Our  list  includes  a  Lroad  range  of  asset  categories:  equities  and 

fixed  income,  global  and  domestic,  fundamental  and  quantitative,  aggressive  and  conservative.  Along  with  otlier 
resources,  such  as  one  of  tlie  industry's  finest  research  staffs.  At  Putnam,  we  always  recommend  yc>u  seek  professional 
analysis  from  a  financial  advisor.  But  we  also  suggest  you  select  a  money  management  company  that  for  over 
50  vears  has  always  offered  choices,  come  rain  or  come  shine. 


PUT]\AM 

INVESTMENTS 


® 


lOSTON-  LONDON  -  TOKYC 


TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 


l/kshington  Outlook 


MTED  BY  OWEN  ULLMANN 


IN  CAPITOL  HILL,  NIT-PICKING 
lEVER  SEEMS  TO  GO  OUT  OF  STYLE 


n  the  November  elections,  Republicans  vowed  to  cut 
through  red  tape  and  make  government  iim  more  smooth- 
ly. But  now  that  they  control  Capitol  Hill,  GOP  lawmakers 
i  falling  into  the  same  trap  that  snared  their  Democratic 
jdecessors:  a  tendency  to  micromanage  decisions  made  in 
;  White  House  and  the  nation's  50  statehouses. 
Indeed,  House  Republicans  are  second-guessing  most  Wliite 
)use  foi-eign  policy  decisions,  from  where  to  locate  the 
S.  embassy  in  Israel  to  such  constitutional  issues  as  the  es- 
)lishment  of  a  bipartisan  board  to  oversee  decisions  made 
the  Defense  Secretaiy.  And  they're  giving  the  same  once- 
er  to  Presiden'  Chnton's  domestic 
3nda. 

Much  of  what  the  GOP  is  doing  is  legit- 
ate  oversight.  But  increasingly,  Re- 
blicans  are  guilty  of  the  same  nit-pick- 
j  that  infuriated  them  in  the  1980s, 
len  Democrats  ran  Congress  and  the 
P  held  sway  in  the  Wliite  House.  "In 
ishington,  hypocrisy  is  a  constant  phe- 
■nenon,"  says  American  University  po- 
cal  scientist  James  A.  Thurber. 
EP  DENIAL.  But  the  President  isn't  the 
ly  one  feeling  the  tight  Republican 
p.  Although  they  swept  the  midteiTn 
ctions  by  decrying  the  "nanny  state"  and  vowing  to  slash 
ishington's  presence  in  people's  lives,  GOP  lawmakers  are 
m  backing  away  from  their  pledge  to  tum  federal  pro- 
ims  over  to  the  states  without  strings  attached, 
lust  look  at  the  crime  bill  recently  passed  by  House  Re- 
oLicans.  Increased  state  flexibility  was  a  rallying  ciy  for  gop 
v^makers  in  early  Febi-uaiy  when  the  House  i-eversed  a 
M  aid  plan  rec[uiring  local  governments  to  hire  more  cops, 
t  the  new  bill  is  even  less  flexible  than  the  old  law  when  it 
nes  to  building  prisons:  It  gives  states  $10.5  billion — but 
[y  if  they  meet  strict  federal  sentencing  requirements. 
The  party's  seeming  ambivalence  over  shifting  power  to 


BOSNIA:  Congress  i 


the  states  reflects  a  growing  chasm  between  the  GOP's  liber- 
tarian wing  and  some  tradition-bound  statists — including 
some  new  committee  chairmen  who  have  had  their  first 
taste  of  power  and  now  want  to  keep  it.  The  next  test  of  the 
GOP's  willingness  to  loosen  its  grip  on  central  power  is  wel- 
fare reform.  Ostensibly,  the  House  GOP  plan  would  turn  the 
program  over  to  states  along  with  some  federal  funding. 
But  that  money  comes  with  tight  strings,  too.  States  could 
not  assist  legal  immigi'ants  or  mothers  under  18,  and  recip- 
ients would  be  booted  off  aid  after  five  years.  "When  it 
comes  to  welfare,  House  Republicans  can't  quite  let  go," 
says  William  A.  Niskanen,  chairman  of 
the  libertarian  Cato  Institute. 
MANY  CHIEFS.  The  nastiest  fights,  howev- 
er, are  inside  the  Beltway  over  control  of 
foreign  policy  that's  normally  the  Pi-esi- 
dent's  domain.  Duiing  the  Reagan  years. 
Republicans  howled  when  Hill  Demo- 
crats tried  to  block  aid  for  Nicai'aguan 
rebels.  But  these  days,  it's  the  Republi- 
can Congress  that's  trying  to  force  a 
Democratic  President  to  lift  the  arms 
embargo  against  Bosnia  and  hmit  U.  S. 
participation  in  U.  N.  peacekeeping. 
Emboldened  GOP  lawmakers  are  mi- 
cromanaging  even  the  tiniest  matters.  House  Speaker  Newt 
Gingrich  (R-Ga.)  has  vowed  to  close  the  Bm-eau  of  Labor  Sta- 
tistics if  it  doesn't  change  the  way  it  figures  inflation.  And 
Senate  Commerce  Committee  Chairman  Lariy  Pressler  (R- 
S.  D.)  has  demanded  income  records  from  such  public  broad- 
casting personalities  as  Gairison  Keillor  and  Mr.  Rogers. 

As  the  debate  over  the  Contract  With  America  intensifies, 
the  GOP  must  also  straggle  over  how  much  to  micromanage. 
It's  one  thing  for  those  on  the  outs  to  promise  to  end  "busi- 
ness as  usual."  But  now  that  they  wield  power,  Republicans 
have  to  prove  they're  willing  to  give  some  of  it  up. 

Bi/  Howard  Gleckntan 


butting  in 


CAPITAL  WRAPUP 


;enate  openings? 


■  The  chances  of  the  Democrats  re- 
apturing  the  Senate  in  1996  may  be 
etting  slimmer:  Senators  Sam  Nunn 
D-Ga.)  and  Howell  Heflin  (D-Ala.) 
re  mulling  retirement.  Heflin,  recov- 
ring  from  heart  surgery,  is  worried 
bout  his  health  and  a  surging  gop  in 
he  deep  South.  Nunn,  who  lost  the 
irmed  Services  Committee  chair 
;hen  the  gop  seized  the  Senate,  is 
rustrated  with  being  a  conservative 
1  a  party  dominated  by  liberals,  inti- 
lates  say.  The  Democrats  lost  all  11 


open-seat  elections  last  year  and 
would  be  hard-pressed  to  retain 
either  seat. 

WELL-AGED  REFORM 

►  Congress  may  have  a  convenient 
excuse  to  duck  Social  Security's  sol- 
vency problems  this  year.  An  adviso- 
ry commission  of  private  experts  is 
off  to  a  slow  start  and  hasn't  begun 
grappling  with  ways  to  rescue  the 
system  from  expected  insolvency  by 
the  year  2020.  If  the  group  misses  its 
June  deadline.  Congress  can  postpone 
the  matter  at  least  until  1996. 


GRflMM'S  GUMSHOE 

►  Republican  Presidential  candidate 
Phil  Gramm  has  hired  a  researcher  to 
investigate  . . .  Phil  Gramm.  The 
meticulous  Texas  senator  gave  Austin 
operative  Duke  Bodisch  a  40-day  con- 
tract to  inspect  the  Gramm  family 
laundry,  among  other  missions. 
Gramm  wants  to  know  what  docu- 
ments about  his  background  are  avail- 
able to  snooping  reporters.  In  1992, 
candidate  Bill  Clinton  commissioned  a 
similar  effort — which  did  little  to  ease 
his  later  woes  from  character  issues. 
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nternational  Business 


EUROPE 


WILL  EUROPE  ROAR 
DOWN  THE  INFOBAHN? 

Having  stalled  out  in  computers,  companies  are  pouring  money  into  I-way  products 


Europe  may  have 
lost  the  computer 
wars  to  the  U.  S., 
but  it's  hoping  for 
a  big  comeback  in  cyber- 
space. European  compa- 
nies— from  giant  telecom 
operators  to  pint-sized 
startups — are  looking  to 
get  in  on  a  high-tech  rev- 
olution. This  time  it's  the 
nascent  market  in  multi- 
media and  other  I-way 
products,  an  industry 
that  could  be  generating 
revenues  of  $:^9  billion  in 
Europe  alone  by  2000. 

Even  as  leaders  of  the 
industrial  world  met  in 
Brussels  in  late  Febru- 
ary to  sketch  a  global 
road  map  for  the  Info- 
bahn,  European  comj:)a- 
nies  were  toiling  furious- 
ly to  make  sure  they 
wouldn't  be  left  behind 
(table).  In  GeiTnany,  Mer- 
cedes-Benz and  BMW 
were  testing  a  Deutschf 
Telekom  system  to  design 
cars  faster  via  computer 
links  with  su])pliers.  Brit- 
ish Telecommunications 
PLC  was  developing  soft- 
ware for  airlines  to  I'un 
interactive  in-flight  enter- 
tainment systems  that  of- 
fer eveiything  from  stock 
quotes  to  catalog  shopping.  And  French 
software  company  cap  Gemini  Sogeti 
was  putting  the  final  touches  on  a  mul- 
timedia package  that  allows  travel 
agents  and  their  clients  to  take  viilual- 
reality  toui-s  of  cities  and  hotels. 
BIG  PUSH.  To  make  sure  this  market 
will  develop  as  fast  as  possible,  Eui'ope's 
digital  hopefuls  are  turning  up  the  heat 
on  governments.  They  ai-e  pressuring 
policymakers  to  set  international  stan- 
dards and  accelei'ate  telecom  deregula- 
tion on  the  Continent,  especially  in  Ger- 
many. "It's  vital  for  Europeans  to 


EUROPE'S 
MULTIMEDIA  DRIVE 

•  Hundreds  of  small  companies 
are  producing  interactive 
CD-ROM  titles  in  such  areas 
as  art  and  business 

•Deutsche  Telekom  is  working 
with  Microsoft  and  IBM  to  re- 
place its  text-driven  online 
service  with  a  snazzy  new 
service  using  graphics, 
sound,  and  video  images 

•Lufthansa  is  working  with 
Deutsche  Telekom  on  a  mul- 
timedia program  to  speed 
aircraft  repairs 

•British  Telecom  is  launching 
one  of  Europe's  most  ambi- 
tious interactive  television 
experiments  with  the  help  of 
Oracle  and  Apple 

•France's  Thomson  Multime- 
dia recently  allied  with  Sun 
Microsystems  in  interactive 
semces  such  as  video-on-de- 
mand and  home  shopping 

DATA  COMPANY  REPORTS,  BUSINESSWEEK 


understand  the  cake  is  being  cut  now," 
says  Rana  Mainee,  senior  consultant  at 
Inteco  Corp.,  a  Biitish  market  research 
company. 

On  the  consumer  side,  cable  compa- 
nies, water  utilities,  and  telephone  oper- 
ators ai'e  pouring  millions  into  interac- 
tive television  tests.  One  of  the  most 
closely  watched  experiments  is  bt's  ex- 
pansion of  its  video-on-demand  trials 
fi'om  60  households  to  a  market  test 
over  fiber-optic  wires  reaching  2,500 
homes  this  summer.  The  $30  milhon  tri- 
al will  gauge  how  much  Britons  will 


pay  for  such  goodies  as  home  shoppir 
banking  at  home,  fashion  videos,  ai 
Hollywood  movies.  All  sorts  of  comp 
nies,  including  travel  agency  Thom 
Cook,  bookseller  W.  H.  Smith,  ai 
record  company  PolygTam  ai-e  parti 
pating.  Not  to  be  outdone,  the  Germ: 
city  of  Stuttgart  is  starting  an  evi 
bigger  trial  of  65  interactive  prograi 
to  4,000  homes,  businesses,  hospita 
and  schools. 

Yet  while  interactive  TV  has  receiv 
the  most  publicity,  market  researche 
say  the  payoff  is  still  years  away.  Cre; 
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multimedia  products  for  business 
generate  substantial  revenues  a  lot 
,er.  That's  why  Deutsche  Telekom 
been  pouiing  $50  million  a  year  into 
iness  applications.  The  phone  opera- 
will  soon  launch  a  multimedia  proj- 
at  Lufthansa  to  slash  aircraft  re- 
c  times.  When  problems  arise  in 
it,  on-boai'd  computers  will  relay  sig- 
!  to  the  next  air-poit,  where  repair 
ivs  can  order  parts  and  hold  video- 
ferences  with  experts.  Other  pro- 
,s  include  a  program  to  introduce 
1  administration  at  state  and  local 
emment  and  teleservices  for  medi- 
i,  education,  and  training, 
is  the  giant  companies  invest  mil- 
«,  hundreds  of  startups  are  also  toil- 
over  new  hardware  and  software 
Tiake  the  Internet  hum  with  busi- 
i.  Paris-based  Focale  7  launched  its 
timedia  business  with  interactive  ed- 
;ional  videos  for  the  government  on 
icco  and  nutrition.  The  company  is 
'  seeking  to  market  the  videos  in 
U.S.  Focale  7  has  also  proposed  a 
ect  that  would  put  a  comucopia  of 
phics  and  visual  materials  on 
nce's  2  million  small  and  midsize 
panies  into  an  interactive  video 
i  bank.  Companies  looking  for 
nch  partners  could  then  access  the 
I  bank. 

rUAL  WALK.  There's  a  flood  of  new 
iOMs.  Munich-based  Discreet  Mon- 
s/MacGuffin  has  produced  a  cd-rom 
low  to  use  multimedia  technology 
banks,  TV  stations,  media,  and  trav- 
jencies.  Tlie  progi'am  has  won  praise 
1  former  Apple  Computer  ceo  John 
ley.  Britain's  thi"ee-year-old  Dorling 
iersley  Multimedia  Ltd.  has  tripled 
)roduction  staff  to  150  in  one  year  to 
te  new  cd-rom  titles.  And  tiny  Par- 
ased  CD-ROM  maker  Montparnasse 
timedia  is  best  known  for  its  viitual 
t  through  the  Louvi-e. 
urope  is  also  coming  on  strong  in 
legrown  online  systems.  Infogrames 
ertainment,  a  12-year-old  French 
pany  that  started  out  desigTiing  ser- 
s  for  Minitel,  the  world's  first  online 
'ice,  is  now  launching  its  own  on- 
product.  Called  Infonie  and  debuting 
a  (larch,  it  has  lined  up  50  content 
idei-s  already.  Infonie's  shck,  coloiful 
ar|ractive  format  may  supercede  the 

,g  Minitel  system, 
onii  he  range  of  Eui-opean  offerings  is 
ar|  mg  known  across  the  Atlantic.  "I 
e  with  low  expectations  and  found 
panies  that  marry  technology  de- 
pment  with  the  media  world,"  says 


iitif 


AT&T  REALLY  WANTS 
TO  DISCONNECT  THIS  DEAL 


On  Feb.  25,  tele- 
communications 
ministers  from  the 
top  seven  industrial- 
ized countries,  along 
with  the  chief  execu- 
tives of  most  of  the 
world's  biggest  phone 
companies,  not  to  men- 
tion Vice-President  Al 
Gore,  will  gather  in 
Brussels  for  three 
days.  Pubhcly,  they 
will  kick  around  the 
idea  of  a  global  Infor- 
mation Superhighway 
and  how  to  build  it.  But  behind  the 
diplomatic  niceties  is  a  smoldering 
trade  dispute:  a  proposal  by  Ger- 
many's Deutsche  Telekom  and 
France  Telecom  to  buy  a  20%  stake 
in  Sprint  for  $4.2  billion. 

This  deal  drives  at&t  wild.  The 
U.  S.  giant  is  furious  that  the  Ger- 
man and  French  state-owned  monop- 
oly phone  comj^anies  may  soon  own  a 
20%  stake  in  the  thu-d-largest  U.  S. 
long-distance  operator  while  foreign 
investors  are  virtually  locked  out  of 
the  two  biggest  markets  in  Europe. 
Says  AT&T  ChaiiTTian  Robert  E.  Al- 
len: "Countries  like  France  and  Ger- 
many may  talk  about  competition, 
but  their  markets  are  still  closed 
to  us." 

A  detei-mined  Allen  will  be  head- 
ing for  Biiissels  to  press  the  Ger- 
mans and  French  to  open  their  mar- 
kets ahead  of  a  1998  deadline  set  by 
the  European  Union.  But  at&t  is  do- 
ing more  than  complaining.  It  wants 


PUTUPORS^UTUP 

"France  arid 
Germany  may 
talk  about 
competition,  but 
their  markets 
are  still  closed" 

— Robert  E.  Allen 
Chainnan,  AT&T 


the  Federal  Communications  Com- 
mission to  make  equal  market  access 
mandatory  for  foreigTi  caniei's  seek- 
ing to  get  into  the  U.  S.  market.  And 
it  wants  the  Sprint  deal  put  on  ice 
until  the  French  and  Germans  meet 
this  standard.  While  Germany  has 
agi'eed  in  principle  that  its  market 
needs  to  be  opened  sooner,  the 
French  market  remains  resolutely 
closed. 

Meanwhile,  the  Germans  are  oi'ga- 
nizing  a  European  Union  counter- 
attack. They  want  the  U.  S.  to  end 
its  curi-ent  limit  of  up  to  25%'  on  for- 
eign ownership  of  media  and  tele- 
phone companies.  Says  Gennan  Post 
&  Telecommunications  Minister  Wolf- 
gang Botsch:  "There  should  be  effec- 
tive market  access  for  eveiyone 
without  any  restrictions  on  for-eigii 
capital."  Looks  like  the  global  I-way 
could  turn  into  a  global  boxing  ring. 

By  Catherine  Anist  in  Neiv  York, 
with  Linda  Bemier  in  Brussels 


James  BeiTiie  Rice,  dii-ector  of  consumer 
software  at  IBM  Multimedia  Publishing 
Studio  in  Atlanta.  "Europe  will  win  in 
edutainment,  while  the  U.  S.  will  domi- 
nate in  shoot-'em-up  games."  Satjiv  S. 
Chahil,  vice-president  and  manager  of 
Apple  Computer  Inc.'s  new  media  divi- 
sion, routinely  visits  Europe  and  Asia  to 
seek  out  interesting  content  develop- 
ers. "I'm  finding  CD-ROM  titles  here  the 
Japanese  would  love,"  says  Chahil. 

Even  with  such  strengths,  the  real 
key  to  Europe's  success  in  cyberspace 


will  be  a  different  corporate  attitude. 
European  companies  once  dithered  for- 
ever in  the  lab  only  to  see  their  technol- 
ogy commercialized  by  others.  Now,  the 
Europeans  ai-e  innovating  faster  and  rac- 
ing new  technologies  to  market.  Eui'ope 
so  fai'  has  smprised  everyone  by  getting 
out  of  the  starting  gate  so  fast  in  multi- 
media. If  the  new  mind-set  sticks,  it 
may  yet  make  it  into  the  winner's  circle. 

By  Gail  Edmondson,  with  Marsha 
Johnston,  in  Paris  and  Julia  Fiynn  in 
London 


Co  make  sure  the  market  develops  fast,  digital  hopefuls 
are  turning  up  the  heat  on  governments 
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ternational  Business 


GERMANY 


WHY  THE  BIG  BAD  MARK 
DOESN'T  FAZE  GERMANY  INC. 

So  far,  exporters  are  shrugging  off  the  soaring  currency 


A big  budget  deficit  in  Italy.  A  British 
government  divided  over  Europe. 
A  preelection  wave  of  scandals  in 
France.  Little  wonder  that  currency 
traders  are  fleeing  out  of  lire,  pounds, 
and  francs.  Since  Jan.  1  alone,  the  Ger- 
man mark  has  risen  shaiply  against  ma- 
jor Eui'opean  currencies  (chart)  while 
also  hitting  a  two-year  high  against  the 
dollar.  And  the  Bundesbank  seems  pre- 
pared to  let  it  move  even  higher. 

Europe  could  be  heading  into  a  new 
period  of  cun'ency  tunnoil.  Shock  waves 
from  the  strong  mark  are  already 
hitting  Germany's  neighbors  hard.  The 
lii-a  fell  to  a  record  low  against  the  mark 
on  Feb.  22,  for  example,  even  though 
the  Bank  of  Italy  raised  its  discount  rate 
by  0.75  points, 'to  «.25'/r..  The  Bundes- 
bank poui'ed  fuel  on  the  fii'e  by  saying  it 
will  increase  interest  rates  if  GeiTnany's 
inflation — ^just  2.3%  in  January — starts 
lising  again.  That  would  send  the  mark 
even  higher.  Says  Stuart  Thomson,  Lon- 
don-based economist  with  Nikko  Em-ope 
PLC:  "The  Bundesbank  is  quite  content  to 
see  the  mark  api)reciate." 

As  economic  and  political  woes  mount 
in  several  European  countries,  the  mark 
has  become  the  cui-rency  safe  haven  of 
choice.  Huge  volumes  of  money  are  flow- 
ing into  GeiTnany  even  though  its  mili- 


INCREASE  AGAINST 
MAJOR  CURRENCIES 
JAN.  1 -FEB. 21 


tant  ic;  Metall  union  called  a  strike  for 
higher  wages  against  selected  plants  in 
Bavaria  starting  Feb.  24.  The  Bavarian 
strike  could  be  the  preciu'sor  to  a  na- 
tionwide action,  but  that  is  not  stopping 
the  money  flow  from  the  rest  of  Eui'ope. 
FRENCH  SURPLUS.  For  their  part,  Ger- 
many's big  companies  are  not  yet  fazed 
by  the  rising  mai'k.  A  half  a  decade  of 
cost-cutting  is  stalling  to 
pay  off.  Their  rush  to 
Asia,  for  example,  pro- 
vides handy  insurance 
against  foreign  exchange 
turmoil.  Electronics  gi- 
ant Siemens  already 
does  final  assembly  of 
semiconduetoi-s  in  Malay- 
sia and  has  earmarked 
$8.4  billion  for  ftiture  in- 
vestment in  Asia.  Says 
Siemens  Executive 
Board  member  Jens  Ba- 
naschek:  "We  do  not 
base  oiu'  strategy  on  shoit-tenn  e.xchange 
rates." 

There  are,  of  course,  some  pluses  to  a 
strong  mark.  It  could  help  boost  the  ex- 
ports of  countiies  such  as  France,  which 
is  iiuming  its  fii-st  trade  siuplus  in  year's. 
Many  analysts  figxire  the  stronger  mark 
will  help  stiffen  coiporate  resolve  in  Ger- 


BMWs  BOARDING:  For  exports  to  flow 
costs  )rtust  keep  coming  down 


kill 


THE  GERMAN  MARK'S  SURGE 


FRENCH  PESETA  LIRA  POUND  DOLLAR 
FRANC 


. PERCENT 


many  to  resist  high  pay  claims,  such 
IG  Metall's.  And  it  should  help  Germai 
offset  liigher  imported  commodity  pricf 
which  soared  23%  last  year. 

The  big  risk  is  that  a  prolonged  peri( 
with  the  mark  excessively  high  co 
eventually  squeeze  GeiTnan  exporters- 
eveiyone  ft'om  luxuiy-car  makers  to  dr|'^"^^l 
companies.  Take  Geers  Horgerate, 
Mittelstcmd  manufacturer  of  medic 
products.  It  exports  about  15%  of  its  $ 
million  in  sales  but  can't  raise  pric 
abroad  because  of  fierce  competition.  B 
so  far,  there  are  compensating  effects 
the  cuiTency  swings.  Says  owner  Volk 
J.  Geers:  "We  buy  a  lot  of  suppHes 
the  U.  S.,  so  that  balances  things  out.'f ™ 
FOOTLOOSE  CASH.  GeiTOan  fijiancial  mj  " 
kets  have  yet  to  benefit  from  the  marl '  ^' 
rise.  The  German  bond  and  equity  ms 
kets  ai-e  both  flat.  That's  because  the  i 
flows  are  "hot  money" — billions  in  focp 
loose  cash  held  by  big  institutions  such 
pension  ffmds  and  parked  in  short-tei|*^'- 
offshoi'e  accounts.  These  could  vanish 
fast  as  they  appeai'ed,  creating  more  ti 
bulence.  But  the  Bundesbank  is  not  wc 
ried.  "If  it's  a  ternporaiy  phenomenoi 
says  Thomas  Mayer,  chief  economist 
Goldman,  Sachs  &  Co.  in  Fi'ankfuit,  ' 
shouldn't  be  too  disruptive." 

The  same  is  tine  of  an  IG  Met: 
stiike.  The  3  million-member  labor  unii 
covers  huge  swaths  of  German  indust 
from  auto  manufactuiing  to  electron] 
to  steelmaking.  A  settlement  near  tl"'?' 
6%  demand  could  fire  up  inflatio^^A 
prompting  the  Bundesbank  to  raise  to 
interest  rates,  such  as  the  4.5%  diseou 
rate.  But  the  betting  is  that  the  fir 
deal  will  be  in  the 
4%  range.  Already 
Feb.  20,  one  north  Ge 
man  foundiy,  Poppe  uj " 
Sohn   in   Kiel,  broh''i 
ranks    and    signed  -fiv 
house  deal  giving 
workers  a  4%  raise. 

A  nationwide  sett) 
ment  of  that  size  woi 
be  catastrophic  for  Gc  ^i'o 
man  industiy.  Last  ye  fc'ls 
imit  labor  costs  in  man 
factuiing  tumbled  mo 
than  6%,  thanks  large 
to  a  10%  productivity  leap  in  sectors  su  N» 
as  engineering.  Even  so,  German  compf^a 
nies  will  have  to  race  hai-der  this  year 
cut  costs  and  stay  competitive,  v^nd  tl 
longer  the  mai'k  stays  strong,  the  hard 
and  faster  they  will  have  to  run. 

By  John  Ternpleman,  with  Kari^'^M 
Loivrif  Miller,  in  Bonn 
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NGAPORE 


Y.  WONG  OWNS  76  COMPANIES 
-AND  HE'S  STILL  HUNGRY 

e  Singapore  mogul  is  looking  to  be  a  major  Asian  player 


%  ingapore's  Y.  Y.  Wong  is  one  of 
Asia's  supersalesmen.  In  a  region 
where  state  coiporations  or  private 
i  empii'es  dominate  the  economy,  the 
^ear-old  chairman  of  Wywy  Grouj) 
sts  one  of  the  largest  non-real  es- 
;  conglomerates.  Founded  by  Wong 
19  years  ago,  his  $900  million  gTOup 
6  companies  is  a  powerhouse  in  mai- 
ing  and  distribution. 
Vong's  ambitions  extend  far  beyond 
native  Singapore.  He  is  pushing  to 
ome  a  major  I'egional  playei'  in  tele- 
miunications,  family  entertainment, 
finance.  To  do  it,  he  is  forming 
itegic  alliances  with  multinationals, 
uding  Motorola  Inc.  and  Hong- 
g  &  Shanghai  Banking  Corp.  At  the 
le  time,  he  is 
)ing  to  West- 
ize  Asia's 
irging  mid- 
classes,  by 
iing  their 
wing  appe- 
s  for  every- 
ig  from  cel- 
r  phones  to 
erican  food, 
ng  has  "a 
at  sense  of 
ing,"  says 
'id  A.  Keller, 
ce-president 
Motorola 
1  Pacific  Ltd. 
Vong  wants 
cash  in  on 
demand  for 
com.munica- 
,s  infrastruc- 
i.  Five  years 
,  Wywy  became  a  distributor  for 
i;orola  cellular  phones  and  pagers. 
V,  it  is  part  of  a  consortium  bidding 
lecome  the  second  mobile  phone  and 
ing  operator  in  Singapore.  Besides 
.orola,  other-  partners  include  Japan's 
,  AirTouch  International,  and  Or- 
rd  Parade  Holdings,  a  Singapore 
perty  group  of  which  Wong  is  a 
rd  member.  Wong  says  that  sevei-al 
-erican  and  Japanese  banks  want  to 
)  finance  the  $150  million  deal. 
iVywy  is  also  linking  up  with  Orchaitl 
Motorola  to  become  a  cellular  digital 
rator  in  Pakistan.  And  Wong  recent- 
■  ecame  chairman  of  a  new  joint-ven- 
!  advison/  fii-m.with  a  subsidiary  of 


Hongkong  &  Shanghai  Banking  to  iden- 
tify new  opportunities. 

Wong  has  been  quick  to  cultivate 
businesst*  that  cater  to  the  millions  of 
newly  pi'osperous  Asian  families.  With 
Sega  Enterprises  Inc.,  he  will  open  in 
1997  the  first  of  three  indoor  high-tech 
theme  pai'ks  with  virtual-reality  and 
intei'active  rides.  Ali'eady,  there  are  50 
Wywy  Wonderspace  Family  Entertain- 
ment Centers,  filled  with  video  games 
and  interactive  simulators,  around  the 
region.  Wong  plans  to  invest  an  addi- 
tional $200  million  over  the  next  two 
years  for  another  100  centers.  "I  want 
to  create  the  McDonald's  of  entertain- 
ment," he  says. 

When   it   comes   to  restaurants. 


GAME  TIME 


iig  wants  to  ci-eate  the  "McDonald's  of  entertainment" 


Borneo.  They  helped  him  get  a  credit 
line  of  $178,000  from  Bank  of  Tokyo, 
which  allowed  him  to  start  Wywy  as  a 
distributor  of  copy  machines. 

As  he  built  his  empire,  Wong  suf- 
fered blows  at  home.  His  eldest  son, 
Meng  Ee,  came  down  with  a  degenera- 
tive eye  disease  at  11  that  blinded  him. 
But  Wong,  a  born-again  charismatic 
Christian,  says  his  faith  helped  him  en- 
courage his  son,  who  will  soon  gTaduate 
from  Stirling  University  in  Scotland 
with  a  degTee  in  Japanese  and  law. 

One  of  Wong's  toughest  challenges 
has  been  building  a  knowledgeable — 
and  loyal — staff.  Most  Singapoi'ean  grad- 
uates first  tiy  to  land  a  job  with  the 
government.  If  they  fail,  they  tiy  for 
the  banks,  then  the  multinationals. 
"Homegi'own  companies  get  the  bottom 
of  the  barrel,"  says  Wong.  Yet  his  at- 
tempts to  build  a  solid  workforce  seem 
to  be  working.  "The  typical  sales  i-epre- 
sentative  [at  Wywy]  really  understands 
the  products,"  says  Motorola's  Keller. 
"And  there's  no  undei-the-table  dealing 
with  anyone  in  the  market." 

As  he  goes  for  deal  after  deal,  Wong 


The  World  Of 
Y.Y.  Wong 

AGE:  50 

HOME:  Singapore 
EDUCATION:  Penn  State, 
Hafvard 

TITLE:  Founder,  owner,  and 
chairman  of  Wywy  Group,  a 
privately  held  conglomerate 
BUSINESSES:  High  tech 
chain  stores,  entertainment 
centers,  American-style  res- 
taurants; annual  sales,  $900 
million 

PLANS:  Expand  into  tele- 
communications, family  en- 
tertainment, and  finance 
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though,  Wong  has  other  American  mod- 
els in  mind.  In  1992,  he  bought  the 
Asian  franchise  for  Dallas-based  Chili's, 
which  serves  American-style  ribs,  and 
intends  to  open  50  in  10  Asian  coun- 
tries over-  the  next  5  year-s. 
GLASS  CEILING.  Like  many  other'  Asian 
tycoons,  Wong  r-elied  on  connections  to 
get  his  company  started.  At  age  26,  he 
became  the  fir-st  Singapor-ean  director- 
at  Bor-neo  Co.,  a  British  tr-ading  compa- 
ny. But  he  says  his  boss  told  him  that  a 
Chinese  couldn't  get  promoted  to  the 
company's  main  boarxl  of  du'ector's.  That 
pr-ompted  Wong  to  set  out  on  his  own. 
He  got  some  aid  from  executives  of  Fuji 
Film,  who  had  wor'ked  with  Wong  at 


may  be  over-extending  himself.  He  was 
recently  named  chair-man  of  the  execu- 
tive committee  at  Singapore  bever-age 
gToup  Yeo  Hiap  Seng  in  an  effort  to 
rescue  a  company  r-ocked  by  poor  in- 
vestments and  family  squabbling.  And 
despite  all  of  his  plans,  Wong  says 
Wywy  won't  need  to  r-aise  cash  thr-ough 
Singapor-e's  equity  markets.  "I  own 
100%  of  the  shares,"  he  boasts.  Wong 
says  he  can  fund  his  expansion  plans 
thr-ough  str-ong  cash  flow  and  some  bank 
loans.  For  now,  Wong  is  betting  he  can 
succeed  as  a  salesman  without  selling 
his  company. 

By  Joyce  Barnathan,  ivith  Ellen 
White,  in  Singapore 
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What  Does  a  Multimedia 
Phone  Call  Look  Like? 


VIDEO 

CONFERt.NC.ING 

Hold  facc-to-face 
meetings  across 
the  country  at  a 
moments  notice. 
Share  graphics  and 
documents  without 
ieas  ins^  sour  seat. 


MUl.TIMEDIA 
MESSAGING 

Send  and  retrieve  — 
or  store-anti-forward 
—  taxes,  e-mail, 
voice  mail  and 
electronic  bulletin 
hoaril  postings.  On 
screen  or  by 
telephone. 


BROADBAND 
TRANSMISSION 

We're  a  technology 
leader  in  implement- 
ing customer- 
premise  ATM.  So 
you  can  get  cost- 
effective  widebanti 
transmission  on 
demand  for  imaging 
and  enhanced  data 
capabilities. 


COMPUTER 

TELEPHONE' 

INTEGRATION 

Integrating  phones 
and  LANs  is  now  an 
affordable  reality. 
LANs  can  enhance 
data  flow  within  the 
enterprise;  Fujitsu's 
platform  can  extend 
that  flow  to  the  world. 


CALL 
CENTER 

Our  Automatic  Call 
Distribution  capabilities 
mean  you  can  prioritize, 
process  and  analyze 
thousands  of  incoming 
customer  orders  in  a 
single  work  shift. 


les. 


On  the  Fujitsu  Multimcdi;!  Phitforni,  it  could  look  like  an  ad  layout  nn  associate  has  sent  to  your  PC,  or 
a  proposal  a  colleague  has  bit-streamed  from  another  sales  office  —  even  a  workgroup  member's  face 
during  a  "virtual"  meeting.  The  fact  is,  a  phone  call  coming  through  your  Fujitsu  Multimedia  Platform 
can  look  like  anything  you  want  to  send  or  receive,  from  anyone  else,  anywhere  else,  in  the  country. 
For  a  White  Paper  on  the  "P\iture  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 


Fujrrsu 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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TED  BY  STANLEY  REED 


HINA:  STRIFE  AT  THE  TOP 

lAY  SPARK  A  WAR  ON  CORRUPTION 


I  Balking  into  the  reception  room  at  Shougang  Corp.'s 
U  sprawling  iron  and  steel  plant,  visitors  are  greeted 
W  by  an  enormous  painting  of  Deng  Xiaoping,  the  com- 
\  's  patron.  China's  paramount  leader  had  been  a  com- 
■  in-arms  with  Shougang  Chairman  Zhou  Guanwu  in  the 
)s.  With  Deng's  blessing,  Beijing-based  Shougang  gTew 
n  a  smoke-spewing  state  steelmaker  to  an  $11  billion 
tinational  conglomerate  that  includes  a  bank,  five  compa- 

listed  on  the  Hong  Kong  stock  exchange,  and  a  massive 
-iii-e  mine  in  Peni.  None  other  than  Deng's  second  son, 

u  Zhifang,  is  the  head  of  Shougang's  Hong  Kong-based 

> 'State  arm. 

ait  with  the  patriarch  now 
liis  deathbed,  being  his  old 
.!y  may  be  a  liability.  The 
iu\se  authorities  announced 
■\'\).  17  that  they  had  an-est- 
Qvm's  son,  Zhou  Beifang,  41. 

natty,  cigar-smoking  chief 
iliougang's  Hong  Kong  hold- 
cnmpanies  is  being  investi- 
(1  for  "serious  economic 
ii_'s."  A  day  earlier,  the  elder 
u,  77,  was  sacked  as 
ui;ang's  chairman.  News  of 
ilownfall  of  such  well-con- 
1(1  men  rocked  the  China 
iR'ss  community.  "With  such 
crful  people  involved,  the 
-if in  had  to  go  all  the  w'ay  to 
t'i)litburo,"  says  a  mainland 
I'linist. 

Executives  are  worried  that 
moves  against  Shougang  The  OllStei"  of 

d  si,gnai  the  beginnings  of  a  shougang's  chairman, 

1-level  anticorruption  drive       ,  ^f  ,t   f  V,- 

to  the  struggle  foi'  power  ^^"'^       arrest  01  niS 
he  post-Deng  era.  If  Chi-  SOU,  SUggest  the  pOWCF 

leaders  do  go  down  this  struggle  in  Beijing  is 
'^.^tivrTilS-rbt-Liirei?  ^'^ging  unpredictably 

Img  and  conflicts  of  interest 

(■  been  widespread  during  the  Deng  era  as  many  rela- 
s  and  cronies  of  the  Communist  party  elite  used  their 
iiections  to  prosper  in  private  business.  Top  officials 
I  know  that  starting  such  a  campaign  could  get  out  of 
I'ol.  But  with  an  important  National  People's  Congress 
til  convene  in  March  in  Beijing,  such  contenders  for 
>T  as  President  Jiang  Zemin  and  Premier  Li  Peng  may 
lie  tempted  to  attack  such  practices  to  demonstrate 
V  leadership  and  damage  rivals. 

iusiness  leaders  in  Hong  Kong  and  China  are  taking  note. 
I  y  say  they  are  hewing  to  the  law  and  keeping  their 

Is  down.  They  don't  want  to  be  closely  identified  with  any 
:  icular  leader  or  faction.  "The  only  way  to  protect  yourself 
:  I  obey  the  law,  not  rely  on  guanxi,"  or  connections,  says 


WHERE  THERE'S  SMOKE 


a  Shanghai  businessman.  He  reports  receiving  phone  calls 
from  Hong  Kong  associates  urging  him  to  watch  his  back. 

While  the  authorities  have  released  few  details  of  the 
charges  against  Shougang,  the  company's  operations  have 
long  been  regarded  with  skepticism  by  securities  analysts  and 
Chinese  economists.  Even  though  the  conglomerate  claimed  it 
had  earned  some  $700  million  last  year,  broker's  were  wary  of 
its  financial  r-eports.  Analysts  say  that  the  authorities  may 
suspect  that  the  wheeling-dealing  Shougang  was  a  veMcle  for 
pr-ofiteering  by  underpaying  for  mainland  factories.  It  is  also 
widely  believed  to  have  overpaid  for-  its  PerTivian  mine  in 
1993  The  company  did  not  r-espond  to  r-ecjuests  for-  comment. 

PRINCELINGS.  Just  before  the 
moves  on  Slrougang,  the  Legal 
Daily  reported  that  up  to  $95 
billion  in  state  assets  were  loot- 
ed in  the  past  decade.  State 
managers  are  believed  to  have 
pr'ofited  by  tr'ansfening  units  to 
over-seas  companies  at  below- 
market  prices  and  by  using  pri- 
vatization to  buy  up  their-  oper-a- 
tions  on  the  cheap. 

Worries  about  other-  compa- 
nies coming  under  scrutiny 
r'ocked  the  Hong  Kong  stock  ex- 
change as  investor-s  dumped  so- 
called  r-ed-chip  companies  that 
employ  the  children  of  senior 
mainland  leader-s.  Also  hit  were 
the  shar-es  of  Hong  Kong  multi- 
billionaire  Li  Ka-shing's  Cheung  Kong  Holdings  Ltd.,  which 
has  extensive  dealings  with  Shougang  and  Deng  Zhifang. 
Prices  later  I'ecovered. 

If  the  top  leader-s  do  embark  on  an  anticon-uption  drive, 
doing  business  in  China  could  become  much  mor-e  difficult. 
Wester-n  companies  that  have  signed  up  the  childr-en  (jf  senior 
leader-s  could  find  these  people  to  be  pr-oblems,  not  assets.  The 
so-called  princelings,  childr-en  of  Deng  and  other-  top  offi- 
cials, could  be  especially  vulnerable.  "They  ar-e  powerful  only 
because  their  par-ents  ar-e  still  power-ful,"  says  an  executive  at 
a  mainland  hotel  company  in  Guangdong  province.  "Once 
they  pass  away,  they  will  lose  everything." 

So  far-,  the  top  leaders  ai-e  tr-ying  to  squelch  speculation  that 
political  infighting  may  escalate  into  a  broad  campaign  against 
business.  Beijing  quickly  sought  to  assur-e  investors  there 
will  be  no  major-  changes  in  Shougang-'s  oper-ations.  The  major- 
rivals  for  power  have  also  been  making  big  shows  of  unity  to 
try  to  calm  everyone  down.  For-  instance,  Jiang,  Li,  and  fellow 
Politbm-o  member-s  r-ecently  gather-ed  at  the  Gr-eat  Hall  of  the 
People  for-  a  holiday  celebr-ation.  Jiang  led  them  all  in  a  r-endi- 
tion  of  Sing  to  the  Motherlaml,  the  old  r-evolutionary  standar-d. 
One  wonders  how  long  they  will  be  singing  the  same  tune 
once  the  gr-eat  choirmaster  is  gone. 

By  Pete  Engardio  in  Hong  Kong,  with 
Joyce  Bamathan  in  Shanghai 
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INVENTIONS 


NASA'S  TINY  CAMERA 
HAS  A  WIDE-ANGLE  FUTURE 


It  may  still  be  in  the  lab, 
but  the  latest  advance  in 
capturing  images  has  very 
bright  prospects,  indeed 

Get  ready  for  the  camera-on-a-chip. 
Since  the  1970s,  camera  makers 
have  dreamed  of  a  one-chip  camera 
containing  all  the  components  necessaiy 
to  take  a  snapshot  or  make  a  movie. 
With  all  the  smarts  on  one  chip  instead 
of  several,  designers  figure  they  could 
make  a  camera  small  and  cheap  enough 
to  open  vast  new  markets  for  every- 
thing from  dolls  that  "see"  to  rear- 
bumper  cameras  that  would  help  diivei-s 
back  up. 

Such  devices  are  imi:»ractical  with  to- 
day's standard  electronic  image  sensor. 
It's  called  a  CC  D,  for  charge-coupled  de- 
vice, and  it's  at  the  heart  of  eveiy  fax 
machine  and  camcorder.  Japanese  pow- 
erhouses such  as  Sony,  Matsushita,  and 
NEC  chum  out  millions  a  yem-.  cods  offer 
good  image  quality.  But  they  are  costly, 
power-hungiy,  and — with  the  accessoiy 
chips  they  require — bulky. 
TEAMWORK.  Now,  the  one-chip  dream 
appears  on  the  verge  of  being  fulfilled, 
thanks  to  three  inventors  from  NASA's 
Jet  Propulsion  Laboratory  at  California 
Institute  of  Technology  in  Pasadena. 
The  leader  is  Eric  R.  Fossum,  37,  who 
was  recmited  in  1990  fi-om  an  associate 
professorship  at  Columbia  University 
to  beef  up  .jpl's  image-sensing  effort. 
His  co-inventors  are  a  former  student 
now  at  AT&T  Corp.,  Sunetra  K.  Mendis, 
80,  and  Possum's  wife,  Sabnna  E.  Kem- 
eny,  37,  who  took  maternity  leave  from 
JPL  in  November  and  started  a  compa- 
ny— Photobit — to  exploit  the  concept. 
Photobit  is  designing  custom  sensors 
based  on  the  invention,  while  Fossum 
continues  to  lead  a  team  of  eight  at  jpl 
focused  on  advancing  the  technology. 

Their  device,  a  type  of  "active  pixel 
sensor,"  has  more  in  common  with  a 
computer  chip  than  with  a  conventional 
CCD.  Since  it's  made  on  standard  semi- 
conductor production  lines,  it  taps  into 
enoiTnous  economies  of  scale  and  should 


FOSSUM:  Tlie  jjniject  leader  and  his  co-hiventors  will  share  in  unij  royalties 


cost  much  less  than  CCDs.  One  chip  can 
incoiporate  all  manner  of  electronic  con- 
trols that  ar-e  usually  on  multiple  chips, 
from  timing  cii'cuits  to  zoom  and  anti- 
jitter  controls.  By  consolidating  many 
functions  and  reading  images  in  a  more 
efficient  way,  it  requires  one-hundredth 
the  powder  of  a  ccD-based  system.  And 
the  chip  does  its  own  conversion  from 
analog  to  digital  for  output  on  computer 
monitors  or  disk  storage.  About  all  it 
needs  is  a  power  source  and  a  lens  to 
focus  light  on  it. 

Fossum  says  several  U.  S.  companies 
are  negotiating  with  jpl  on  licensing 
the  technology,  but  he  isn't  naming 
names.  The  chip  offers  fresh  opportu- 
nities in  imaging  to  companies  that  have 
been  stymied  by  the  high  baniers  to 
enteiing  C(;:d  production.  "American  in- 
dustry is  definitely  interested,"  says 
Carl  A.  Kukkonen,  director  of  the  Cen- 


ter for  Space  Mici'oelectronics  Techno 
at  JPL.  "For  them,  it's  a  chance 
leapfrog  the  Japanese." 

AT&T,  for  one,  would  like  to  take 
fu'st  jump.  Long  interested  in  low-C' 
cameras  for  video  telephones,  it  has 
ready  collaborated  with  jpl  to  build  t 
prototype  airays.  A  CCD  costs  a  modioia'j 
$20,  but  other  components  bring 
system  cost  to  $140,  says  Bryan  D.  A 
land,  head  of  the  VLSI  Systems  Resea 
Dept.  at  AT&T  Bell  Laboratories 
Holmdel,  N.J.  By  putting  everyth 
on  one  chip,  says  Ackland,  "what  wt 
ti-jing  to  do  is  build  the  entire  cam' 
subsystem  for  $20."  At  that  price,  evi 
personal  computer  could  come  wit) 
built-in  videoconference  feature,  just 
many  multimedia  PCs  come  outfit 
with  speakerphones  today. 

Bell  Labs'  interest  in  active  pixel  s 
sors  is  especially  impressive  beca 
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II  Labs  invented  the  CCD  25  years 
!  I  ().  Researchers  knew  then  that  they 
'  uld  cover  a  chip  with  light-sensitive 
■as  called  pixels,  or  picture  elements, 
ich  pixel  captures  photons  and  turns 
•m  into  electrons  in  proportion  to  the 
luhtness  of  the  light.  What  was  need- 
was  a  way  to  retrieve  signals  from 
■  jjixels.  Running  a  wire  to  each  pix- 
w'ould  have  covered  the  chip  with 
■tal.  making  it  opaque.  So  Bell  Labs 
ne  up  with  a  clever  way  of  using 
■e-trodes  with  voltage  differentials  to 
,  i^-  the  electrons  from  one  pixel  to  the 
I  \t,  bucket-brigade  style,  until  the  en- 
e  row  was  at  the  edge  of  the  chip, 
lere  the  buckets  were  amplified  and 
id  out  as  a  voltage  level. 
Those  CCD  chips,  though,  needed 
rapure  silicon;  like  an  old  string  of 
ristmas  tree  lights,  a  single  defect 


ANEW 
KIND  OF 
ELECTRONIC 
EYE 

NASA's  Jet 
Propulsion 
Laboratory  is 
developing  an 
"active  pixel 
sensor"  for 
smaller,  cheaper 
cameras.  The 
sensor  rivals 
conventional 
charge-coupled 
devices,  or  CCDs. 
Here's  how  it  works: 

DATA:  JET  PROPULSION  LABORATORY 


uld  darken  an  entire  row  of  pixels, 
ey  consumed  lots  of  power.  And  they 
(uired  a  custom-manufacturing  pro- 
s.  The  Japanese  mastered  the  process 
i  virtually  took  over  the  industry 
en  they  put  CCDs  into  mass  produc- 
a  for  camcorders. 

MXEL'S  PROGRESS.  Meanwliile,  JPL— 
!ssed  by  nasa  to  come  up  with  small 
neras  for  satellites — was  struggling 
figure  out  how  to  cram  control  cir- 
try  into  the  alien  environment  of 
)  chips.  "At  the  end  of  1992,  we  sim- 
turned  the  problem  around,"  says 
3sum.  They  stopped  using  the  CCD 
a  platform  and  instead  di-opped  thou- 
ids  of  micro-CCDs  onto  a  chip  that 
3  more  like  a  computer  cu'cuit.  With- 
six  months,  they  had  their  first  work- 
chips. 

Mvances  in  chipmaking  allowed  jpl 
wire  each  pixel — the  idea  Bell  Labs 


Since  the  device  can  be  manufactured  on 
standard  semiconductor  production  lines,  it 
will  allow  enormous  economies  of  scale 


had  long  before  rejected.  Today  chip- 
makers  can  etch  metal  lines  less  than  a 
micron  wide,  a  tenth  of  the  thickness  of 
25  years  ago,  creating  all  kinds  of  spai-e 
room  on  the  chip.  "We  asked  ourselves, 
'what  other  things  can  we  put  in  the 
pixel?' "  Fossum  says.  They  put  an  am- 
plifier in  each  one,  along  with  circuits 
that  allowed  each  pixel  to  be  read  out 
individually  for  features  such  as  pan- 
ning and  zooming.  Now  they're  inte- 
gi-ating  other  functions,  such  as  timing, 
control,  and  analog-to-digital  conversion. 
Fossum's  team  hopes  to  build  a  com- 


plete digital  video  camera  the  size  of  a 
plastic  gambling  die  (see  mock-up  in 
photo).  And  it  also  has  a  $L5  million 
contract  fi'om  the  Pentagon's  Advanced 
Research  Projects  Agency  to  build  a 
wireless  camera,  complete  with  batteiy 
and  antenna,  all  in  a  one-inch  cube.  You 
send  it  a  radio  pulse  to  take  a  pictui-e, 
and  the  camera  beams  the  pictui'e  back. 

The  JPL  team  isn't  alone.  A  company 
in  Edinburgh,  Scotland,  VLSI  Vision  Ltd., 
has  ah'eady  come  up  with  a  chip  that  in- 
corporates all  of  the  digital  circuitry. 
But  without  amplifiers  in  each  pixel, 
that  chip's  resolution  is  only  good 
enough  for  sorting  paits  on  factoiy  lines 
or  for  home  security  systems.  Closer  to 
jpl's  approach  is  the  work  of  nhk, 
.Japan's  national  broadcasting  company. 
Fumihiko  Ando,  a  senior  research  engi- 
neer at  NHK  Science  &  Technical  Re- 
search Laboratories,  claims  that  nhk's 


"Amplified  MOS  Imager"  has  many  of 
the  same  advantages  of  jpl's,  including 
speed,  but  is  more  workable  because  it 
uses  smaller  pixels.  He  has  ah'eady  built 
a  prototy]De  that  reels  in  360  frames  a 
second — enough  to  capture  every  seam 
stitch  on  an  incoming  fastball  or  the  lo- 
comotion of  a  water  stridei-  bug. 

Researchers  at  Eastman  Kodak  Co., 
the  biggest  producer  of  CCDs  in  the 
U.  S.,  are  also  skeptical  of  jpl's  ap- 
proach, questioning  whethei'  active  pix- 
el sensors  can  deliver  sufficient  quality. 

To  be  sure,  jpl's  active  pixel  sensor 


1  Light  falls  onto  tiny  pixels 
and  is  converted  into 
electrons  stored  in  wells 
called  capacitors. 

2  Each  pixel  has  its  ovra 
AMPLIFIER.  In  contrast,  CCDs 
use  a  lot  of  power  to  drag 
electrons  in  a  bucket  brigade 
that  ends  at  a  single  amplifier. 

3  The  amplifiers  will  be 
switched  on  and  off  by  timing 

AND  CONTROL  CIRCUITRY 

that's  right  on  the  chip.  In 
ordinary  CCDs,  those 
functions  are  on  other  chips. 

4  Voltages  from  the  pixels  go 
through  an  analog-to-oigital 

CONVERTER.  CCDs  require 
separate  converter  chips. 


isn't  yet  ready  to  replace  conventional 
video  cameras  or  still  digital  cameras 
in  fields  where  image  quality  is  essen- 
tial— its  images  are  still  a  bit  "noisier" 
and  can't  match  the  resolution  of  those 
produced  by  a  CCD  camera,  nhk's  Ando 
figures  that  he's  three  to  five  years 
aw^ay  fi'om  matching  the  CCD  in  resolu- 
tion. Fossum  says  that  because  jpl's 
pixels  are  bigger  than  nhk's,  he's  more 
like  five  years  away.  Meanwhile,  jpl  is 
aiming  the  technology  at  new  markets 
where  small  size  and  low  power-con- 
sumption are  critical,  such  as  toys,  port- 
able video  phones,  video  baby  monitors, 
and  document  imaging.  Even  if  the  ac- 
tive pixel  sensor  got  no  further  than 
that,  it  would  be  a  coup  for  a  three- 
some who  saw  cameras  in  a  different 
light. 

By  Larry  Annstrong  in  Pasadena, 
Calif.,  with  Larry  Holyoke  in  Tokyo 
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Everything  A  CEO  Should  Know 
About  Data  Storage:^^;^^,^^^^w^^^^^^ 


In  1994, 50'V;i  of  your  computer  hardware  budget  was  spent  on  it.  2.  By  the  end  of  the  decade,  you'll  spend  70%  on  it. 


£U( i/ic  V.WC  logo.  Sviiimcirix.  Haniionix.  ( cntripk:'.  and  THE  STOMCjE  ARCHITECTS  are  trademarks  of  EMC  Corporation.  Other  trademarks  are  the  property  of  their  respective  oumers 


Everything  An  IS  Manager  Should  Know 

(SfowThatTfe  CEO 
u   Knows  The  Facts  OnThe  Left): 


,  There  is  an  avalanche  of  information  now  running  through  your 
;)mpany.  It  is  growing.  2. The  more  information  your  company 
reates,  the  more  information  your  company  needs.  3.  It  s  now 
)ugher  than  ever  to  distribute,  manage,  store  and  protect  the 
itegrity  of  your  information.  4.  Successful  companies  are  reorganizing 
lemselves  around  the  competitive  use  of  information.  5.  Chances  are, 
Dur  competition  is  using  storage  to  gain  competitive  advantages, 
lot  iust  to  save  money  but  to  make  money  and  to  increase  market 
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lare.  6.  For  instance,  by  storing  their  information  in  central  locations, 
)mpanies  are  moving,  managing  and  controlling  their  information 
lore  efficiently  than  before,  and  getting  their  products  to  market  faster. 
The  Garmer  Group  reports  that  roughly  half  of  machine-readable 
ita  now  reside  on  desktops.  How  well  your  company  uses,  le\-erages 
and  protects  its  open  client/server-based  information 
will  determine  its  performance.  8.  EMC  is  the  leader  in 
data  storage  and  retrieval  systems.  We  focus  all  of 
our  resources  on  this  one  area,  getting  the  best  tech- 
nologies to  you  first,  giving  you  an  edge  no  one  else 
has.  9.  With  the  highest  performance,  capacity  and 
availability,  our  systems  will  increase  your 
profits,  increase  your  market  share,  make 
your  customers  happier  and  ensure  the 
integrity  of  your  information.  10.  EMC 
systems  maximize  the  performance  and 
ilue  of  your  CPUs,  your  network  and  your  software 
;c  no  other  storage  available,  extending  the  useful  life 
a  CPU  by  several  years.  ll.VCe  package  besi-of-breed 
iche,  disk  and  memory  technologies  in  a  way  diat  has 
\olutionized  DASD-  helping  you  manage  mformauon 
tter  while  drastically  reducing  floor  space  requirements 
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and  environmental  costs.  12.  Our 
systems' quicker  response  times  improve 
customer  service,  transaction  process- 
ing and  overall  employee  efficiency. 
13.  Only  EMC  is  able  to  offer  the  best 
storage  technologies  first  because  of 
our  MOSAIC:  2000  architecture.  This  allows  us  to  get  the  latest 
storage  solutions  to  you  faster,  so  your  information  is  always  being 
accessed  faster  and  protected  better  than  your  competitors"  information. 

14.  Since  we're  always  first  to  market,  our  customers 
get  competitive  advantages  their  competitors  don't. 

15.  Without  compatibility  problems.  16.  Our  systems 
get  information  into  employees'  hands  faster  than 
ever  before,  allowing  them  to  use  that  information  to 
make  your  company  more  successful.  17.  Our 
systems  not  only  provide  faster  access,  they 
ensure  that  the  information  is  secure,  and 
always  available.  18.  Case  in  point:  Symmetrix, 
the  world's  fastest  and  most  highly  available  mainframe  storage 
system.  19.  Harmonix,  a  midrange  storage  system  that  makes  an 
AS/400  scream.  20.  And  Centriplex,  the  first  mainframe  class, 
centralized  storage  designed  specifically  for  open  environments. 
21.  Our  customers  are  experts  at  getting  more  value  out  of  their 
mainframe,  midrange  and  client/server  storage  systems.  Because  an 

EMC  storage  system  isn't  just  passive  storage. 

22.  It's  part  of  a  dynamic  strategy  for  growth. 

23.  It  isn't  a  commodity.  24.  It's  a  value  center. 
25.  It's  a  competitive  weapon.  26.  It's  why 
EMC  is  a  highly  profitable  Fortune  500 

'§i  company  and  the  world  leader  in  storage 
^  solutions,  producing  only  one  thing:  Storage. 
[%  27  Call  1-800-424-EMC2  ext.  136  and  learn 
I  how  EMC  can  help  you  use  information  to 
improve  your  company's  performance. 
HAytiiillll  ^     28.  As  well  as  your  own. 
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COMPETITIVENESS  IS  IMPROVED  BY  A  FACTOR  OF  EMC 
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velopments  to  Watch 


EDITED  BY  NEIL  GROSS 


BUBBLES  THAT 


CURING  SICK  BUILDINGS  WITHOUT  SURGERY 

AMERICA  IS  SUFFERING  FROM  AN  EPIDEMIC  OF  SICK  BUILDINGS. 

Poor  ventilation  and  a  buildup  of  bacteria  in  heating  and 
air-conditioning  passages  can  lead  to  respiratoiy  and  other  ill- 
nesses. Until  now,  the  only  sure&"e  remedy  was  to  rip  out  the 
old  systems  and  install  new  ones — an  expensive  proposition 
that  caused  many  building  owners  to  balk. 

Yogi  D.  Goswami,  a  Univei'sity  of  Florida  engineeiing  profes- 
sor, says  he  has  developed  a  stunningly  simple,  inexpensive  so- 
lution: a  system  that  forces  air  in  the  ventilation  system 
tlu'ough  a  filter  coated  with  titaniiun  dioxide — a  common  chem- 
ical powder  used  in  toothpaste — then  zaps  it  with  ultraviolet 
light.  Together;  the  two  steps  break  down  volatile  organic 
compounds  (vocs)  that  build  up  in  the  air  wMle  killing  bacteria 
that  Im-k  in  the  ducts.  The  system  can  be  installed  easOy  in  ex- 
isting ducts  01'  placed  in  new  constinction.  Goswami  has  applied 
for  patents  and  ho])es  to  find  a  manufacturing  partner. 


BEAT  THE  HEAT 

LIQUID  THAT  BUBBLES  AT  A 

rolling  boil  may  not  look 
refreshing.  But  someday, 
those  bubbles  could  be 
harnessed  to  cool  off  hot 
X-ray  devices,  fusion-reac- 
tor components,  and  even 
rocket  nozzles.  With  suj)- 
port  from  3M  and  the 
Navy,  Purdue  University 
mechanical  engineering- 
professor  Issam  Mudawar 


created  a  box-like  device 
that  dissipates  heat  by 
forcing  liquid  through  tiny 
channels  the  size  of  hypo- 
dermic  needles.  Attached 
to  any  hot  surface,  the  box 
absorbs  heat,  transfers  it 
to  bubbles  that  form  on 
the  channel  walls  (shown 
on  TV  above),  and  flushes 
it  away.  Mudawar  has  al- 
ready tested  his  devices  as 
heat  sinks  for  semiconduc- 
tor chips,  and  he's  study- 
ing mihtaiy  applications. 


HOW  TO  DOPE  OUT 
MOLECULES  ON 
THE  DESKTOP 

DESIGNING  DRUGS  TO  ACHIEVE 

maximum  effectiveness  re- 
quires a  detailed  under- 
standing of  their  molecular 
structure.  But  determining 
the  structure  of  molecules 
with  more  than  400  atoms 
used  to  be  impossible  with- 
out a  chemist's  help,  even  on 
supercomputers.  In  1992,  re- 
searchers in  Buffalo,  N.Y., 
devised  a  method  called 
SnB,  or  "shake  and  bake," 
which  used  a  supercomputer 
to  dope  out  the  structure  of 
a  414-atom  molecule.  Now, 
Russ  Miller,  a  computer  sci- 
entist at  the  State  Univer- 


sity of  New  York  at  Buffalo, 
has  optimized  the  program 
to  run  on  computer  worksta- 
tions costing  about  $4,000. 

The  software  figures  out 
molecular  structures  using 
data  generated  by  bombard- 
ing a  crystal  of  the  material 
with  X-rays  and  analyzing 
the  reflections.  First,  the  pro- 
gi'am  plots  a  random  configu- 
ration of  atoms  and  moves 
them  around  until  they  fall 
into  a  configuration  that 
more  closely  matches  the  re- 
flection data.  Then  it  repeats 
the  process  from  a  new  ran- 
dom point,  eventually  se- 
lecting the  best  match.  Mo- 
lecular Structure  Corp.  in 
Houston  has  built  the  pro- 
gram into  its  existing  molec- 
ular-design software. 


m   WASTEWATER    FROM  FIS 

farms  can  pollute  stream 
But  hydroponic  strawberrit 
(above)  thrive  on  it.  The  Aj  i 
ricultui'e  Dept.  says  nutrien 
in  the  water  helped  boos 
productivity  10  times. 

m    BY    SANDWICHING  THI 

layers  of  carbon  nitride  ar 
titanium  nitride,  Northwes 
ern  University  researche 
created  industrial  coatinj 
that  are  nearly  as  hard  as  i  : 
dustrial  diamonds.  And  u 
like  diamonds,  which  requi 
temperatures  up  to  900C,  tl 
new  composite  can  be  pr 
duced  at  room  temperatun 

■    CRAY    RESEARCH  INC. 

newest  supercomputer  tea 
along  at  60  billion  calcul 
tions  per  second.  That's  n  - 
why  everyone  is  talkii  s 
about  it,  however.  Ingenio 
new  connectors  let  Cr; 
eliminate  36  miles  of  wirii 
among  boards  and  oth 
components,  slashing  man 
facturing  costs.  Even  s 
the  world's  first  almost  wii 
less  supercomputer — calk 
the  T90— costs  $2.5  milHi 
and  up. 


LURING  FACTORIES  TO  LANDFILLS 


NOBODY  WANTS  A  GARBAGE 

dump  in  their  backyairl.  But 
when  it  comes  to  luring  in- 
dustrial parks,  communities 
comjjete  aggressively  with 
tax  breaks.  Playing  on  that, 
scientists  at  Stevens  Insti- 
tute of  Technology  are  tack- 
ling the  problem  of  solid 
waste  by  turning  landfills 
into  a  new  breed  of  industri- 
al park.  Manufacturers  who 
locate  there  woul  i  get  free 
energy  and  ft-ee  I'avv  materi- 


als in  exchange  for  convert- 
ing, say,  discar-ded  jars  into 
glass  fibers.  These  would  be 
used  to  r-einfor-ce  plastic  com- 
posites made  fr'om  scr'ap 
shampoo  and  soda  bottles. 

The  idea  could  solve  a  ba- 
sic economic  problem:  If  re- 
sour'ces  mined  fr^om  a  landfill 
have  to  be  tr'ansported  to 
r-emote  factories  and  r-epro- 
cessed  using  commerxial 
power,  "then  recychng  just 
can't  compete,"  says  George 


P.  Korflatis,  director-  of  Ste- 
vens Institute's  Environ- 
mental Engineering  Center. 
Better'  to  do  it  on  the  spot, 
using  methane  fr'om  decay- 
ing gar'bage  for-  power.  Ste- 
vens will  build  a  $2.3  million 
pilot  r-ecychng  center  next 
to  a  landfill  in  New  Jersey. 
It  wiW  also  use  molecular 
engineering  to  create  new 
polymer-s  that  make  it  easier- 
to  manage  the  total  life  cy- 
cle of  j)lastic  pr'oducts — cur- 
r-ently  more  than  one-thirxl 
of  all  solid  waste. 


r 
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Ui  ivtT  and  |)ass»Migt*r-si«lp  suppltMiK-ntal  rcsti  aint  system 
(air  hag  and  knee  holster) 

Foui-wheel  |M»wei-assiste(l  (hsc  hi  akes  with 
anti-h>ek  hrakinji  syst^-m  ( ABS) 

Si<le  Impact  l*r-ol(  (  ti<»n  Svst^'in  (Sll'S) 


Daytime  Kunnin<j:;  ki'j.hts 


Eleetionic  Chiiiate  (lontrol  (CFd-free) 

o-\vay  jtower  adjustahle  (h  iver  s  and  front  |»assen<rer  seats 
with  .'^-position  memor  y  on  (hiver's  seat 

Leather-faced  seats  and  leather-wrapped  steerinj^  vvlieel 

100 -watt  "l*i-eniiiim  Sound  "  cassette  stereo  witii  (.1)  capal)ility 

Power  shde/tilt  tilass  sunroof 


For  more  information 

an()  a  free  vicfeo, 
call  I-HOO-960-9988. 


2.9  iitei'.  6-cylin(h'r.  lijiht  allov.  21-\al\e  etigine 

Electronicallv  conti(dled  f-speed  automatic  transmission 
with  selectahh'  shif  t  modes  (  Kcon(Mny/Spoi  t/\\  inter ) 

Automatic  Lockinjj  Differential 

MacPherson  strut  indcpeiulent  front  suspension 

Midtilink  independt  iit  r  ear-  suspension 

Power-assisted  r  ack  and  pinion  steer  inji 

Allov  wheels  and  all-season  radial  tires 

P\»ur-year/50. 000-mile  new  \chicle  war  r  anty 

24-h(Mrr'  ()n-(iall  r  (>a<lside  assistance 


Drive  safely. 
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ocial  Issues 


I  lARITIES 


HE  GOP'S  BLIND  FAITH 
i  CHARITY 


E  AK  HOUSE?  L, 


;  funds,  more  demand  for  Georgia  Baptist  Chikh 


iiime 


e  private  sector  just  won't  be  able  to  fill  the  gap  left  by  cuts  in  social  spending 

historian  and  Gingrich  brain  truster. 

But  as  they  brace  for  the  second  ma- 
jor cutback  in  social  spending  in  15 
years,  charities  point  to  the  failure  of  a 
similar  trickle-down  approach  under 
Reagan.  Even  under  the  best  scenar- 
io— unprecedented  success  in  weaning 
the  poor  fi'om  welfare  and  a  surge  in 
private  giving — philanthropy  can't  be- 
gin to  offset  the  proposed  cuts.  "We 
cannot  begin  to  do  it  all,"  declares  a 
Feb.  7  statement  to  Congi'ess  signed 
by  115  charities. 

DOUBLE  HIT.  Republicans  hope  to  amass 
five-year  welfai-e  savings  of  $60  billion  to 
$80  billion.  But  that's  far  more  than  the 
$23.3  billion  social-services  agencies 
raised  in  1993.  Private  contributions  to 
all  charities — including  churches,  mu- 
seums, symphonies,  and  colleges — in 
1993  totaled  $126.22  billion  but  have 
lagged  behind  iniiation  for  the  past  five 
years  (charts).  The  annual  median 
amount  given  by  U.  S.  households,  under 
pressure  ft-om  recession  and  flat  wages, 
fell  from  $335  in  1989  to  $270  in  1993. 

What's  more,  health  and  human  ser- 
vices charities  fear  a  double  hit.  Under 
Newtonian  social  policy,  they  will  not 
only  be  expected  to  provide  services 
once  perfoiTned  by  the  government,  but 
they  also  will  lose  existing  government 
fimding,  which  t^^^ically  represents  30% 
of  their  budgets.  To  begin  to  cover  the 
proposed  cuts  in  Aid  to  Families  with 
Dependent  Children,  food  stamps,  and 
Supplemental  Security  Income  and  re- 
coup their  lost  funds,  they'd  have  to 
boost  their  fund-raising  by  double-digit 
rates.  "We  can  catch  people  who  slip 
through  the  safety  net,"  says  Gordon 
A.  Raley,  director  of  the  Na- 
tional Assembly,  an  umbrella 
group  for  social-welfare  char- 
ities. "But  I  doubt  this  coun- 
try is  ready  to  replace  the 
whole  net  with  a  system  of 
soup  kitchens." 

Corporate  America  isn't 
likely  to  ride  to  the  rescue. 
Corporate  giving  has  been 
flat,  at  ai'ound  $6  billion,  since 
1989,  and  few  executives  pro- 
ject a  major  hike.  Enjoying 


rhe  Republican  social  vision  for 
America  leans  heavily  on  char- 
ities. As  Washington  chops  away 
at  the  welfare  state,  gop  leaders 
-see  small,  local  groups  rising  up  to 
)  fill  the  gap  left  by  government, 
ivate  charities  are  more  effective, 
V  are  less  expensive,  and  they  are 
;er  for  the  people  they  help,"  Newt 
mich  (R-Ga.)  declared  in  his  maiden 
.-eh  as  Speaker  of  the  House, 
i'om  the  playground  of  a  children's 
le  outside  Atlanta,  Ken  Dobbs'  vision 
he  future  is  much  grimmer.  GOP 
IS  to  cap  foster-care  spending  could 
I'ply  cut  the  government  funds  that 
iviiise  15%  of  the  $7  mil- 
budget  of  Georgia  Bap- 
Children's  Homes,  which 
lbs  runs.  And  proposed 
ts  on  welfare  progi'ams — 
(i  as  plans  to  bar  cash 
ments  to  first-time  teen- 
mothers — could  lead  to  a 
•  wave  of  needy  children 
leorgia  Baptist.  "The  gov- 
ment  should  not  shirk  its 
)onsibilities,"  Dobbs  says, 
ir  funding  from  private 


sources  is  not  sufficient  to  carry  the 
cost  of  our  progi'ams." 

Which  vision  is  more  likely  to  pre- 
vail? So  far,  the  charities  are  having  a 
haixl  time  denting  the  gop's  almost  mys- 
tical belief  in  the  power  of  charity  to 
replace  government.  Republicans  argue 
that  an  improving  economy  and  strong 
incentives  for  the  poor  to  become  inde- 
pendent will  fix  much  of  the  welfare 
problem.  And  charities,  perhaps  aided 
by  new  tax  incentives  for  giving,  will 
grow  enough  to  take  care  of  the  rest. 
"Cut  back  the  government's  role,  give 
true  charities  room  to  operate,  and 
they'll  grow,"  says  Marvin  Olasky,  a 


AS  CHARITY  SHRINKS  NEEDS  ARE  GROWING 


A  BILLIONSJNFLATION  ADJUSTED 
INCLUDES  FOUNDATIONS,  BEQUESTS 


'89 

▲  MILLIONS 
DATA:  GIVING  USA.CENSUS  BUREAU 


'93 


"POVERTY  LEVEL  FOR  A  FAMILY 
OF  4  IN  1993  V<AS  $14,764 
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rising  profits,  3M  Co.  this  year  budget- 
ed its  fii'st  increase  since  1992  in  its  $45 
million — $15  million  in  cash  and  the  rest 
in  goods — annual  giving  program.  But 
the  hike  is  only  5%.  "It's  unrealistic  to 
as.sume  the  corporate  sector,  or  the  pri- 
vate sector  in  general,  can  make  up  for 
government  gTants,"  says  Richard  Han- 
son, 3M's  director  of  community  affairs. 

Republican  leaders  offer  two  respons- 
es to  charities'  warnings.  Authors  of 
the  GOP  welfare-reform  bill  claim  it  can 
save  money  without  cutting  services. 
States,  they  I'eason,  would  run  many 
programs  with  less  overhead.  Benefit 
cuts  would  push  welfare  recipients  to 
get  jobs.  And  bailing  teen  moms  from 
collecting  cash — turning  them  toward 
institutional  care  instead — would  in  the- 
ory deter  many  pregnancies,  keeping 
young  women  off  welfare.  "Only  a  very 
small  fraction  of  welfare  moms  would 
lose  income,  and  that  fraction  would  be 
sliiinking,"  ai'gijes  Representative  James 
M.  Talent  (R-Mo.),  co-author  of  the  cop's 
main  welfai-e  bill. 

LEAPS  OF  FAITH.  More  radical  Republi- 
cans don't  deny  the  pain  of  cuts — they 
embrace  it.  Olasky,  a  senior  fellow  at  the 
Pi'ogTess  &  Freedom  Foundation,  which 
enjoys  close  ties  to  Gingiich,  wants  to 
push  the  poor  toward  small  social  agen- 
cies, usually  church-based,  that  minister 
siiiiitually  and  materially.  Tlie  moial  stric- 
tures these  gTOups  attach  to  their  aid — 
work  hard,  live  a  clean  life — lift  people  out 
of  de[:)endency,  Olasky  says,  wliile  gov- 
ernment and  nonprofit  biu'eaucracies  offer 
help  without  demanding  change.  "We  need 
to  phase  out  the  welfai'e  system  while 
upgi'ading  the  new  approach,"  he  says. 

To  helj)  the  process.  Republicans  are 
floating  tax  incentives  for  giving.  Repre- 
sentative Mark  E.  Souder  (Ind.)  would 
let  taxpayers  deduct  llO'v'f  of  then-  char- 
itable gifts,  at  a  cost  he  puts  at  $8  billion 
a  year.  Representatives  Joe  Knollenberg 
(Mich.)  and  Jim  Kolbe  (Aiiz.)  unveiled  a 
plan  to  let  taxpayers  give  10%  of  their 
federal  tax  payments,  up  to  $2,500,  to  a 
poveity-fighting  charity.  Grants  to  the 
states  would  be  cut  by  an  ecjual  amcjunt. 
Says  Knollenberg:  "We'd  empower  the 
taxpayer  to  get  directly  involved  in  fight- 
ing poveriy  and  welfare." 

Would  taxpayei's  rise  to  that  chal- 
lenge? Nonprofits  say  they'd  be  the  last 
to  deny  the  generosity  of  Americans. 
But  they're  afraid  to  tie  immediate,  tan- 
gible budget  cuts  to  hopes  for  a  future 
surge  in  giving.  Republican  social  policy 
in  the  1990s,  like  Republican  tax-cut- 
ting pohcy  in  the  1980s,  requires  a  leap 
of  faith  over  a  mountain  of  experience. 
Charities  like  Georgia  Baptist  aren't 
ready  to  jum]). 

Bjj  Mike  McNamee  hi  Wa.'ihiitgtoii, 
with  David  Greising  in  Palmetto,  Ga., 
and  Manali  Shall  in  Miiineapnlis 
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STRATEGIES 


JUST  GET  IT  TO 
THE  STORES  ON  TIME 

VF's  clothes  aren't  trendy,  but  its  delivery  system  is  a  wowl 


40  ■ 


10  ■ 


•90*  '91 
A  PERCENT 
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When  Sara  Lee  Coip.  introduced 
its  new  Wondei'bra  in  the  U.  S. 
in  New  York  last  May,  after 
the  trendy  cleavage-builder 
took  the  British  market  by  stoiTn,  man- 
agers at  rival  VF  Corp.  watched  closely. 
Only  after  American  shoppers  began 
snajDping  up  the  new  bra  did  VF  offei- 
up  its  own  It  Must  Be  Magic  version. 

But  once  vf  decid- 
ed to  move,  it  moved. 
Using  state-of-the-ari 
distribution,  it  surged 
ahead  with  a  nation- 
wide rollout  five 
months  ahead  of  Sara 
Lee,  which  is  itself  no 
slouch  when  it  comes 
to  marketing.  Now, 
VF's  $28  knockoff  is 
holding  its  own 
against  its  rival's  $26 
brand-name  brassiere. 
"LESS  RISK."  Letting 
others  take  the  lead 
may  be  outre  at  Paris 
salons,  but  it's  a  win- 
ning style  at  VF.  By 
sticking  mostly  to 
timeless  apparel  sta- 
ples, finely  honing  its 
"second-to-the-mai-ket" 
approach,  and  bring- 
ing high  technology  to 
the  nitty-gritty  details 
of  distribution,  vf, 
based  in  Wyomissing, 
Pa.,  has  avoided  the  financial  gyrations 
that  beset  many  clothing  makers.  Says 
VF  CEO  Lawrence  R.  Pugh:  "Clearly, 
there  is  less  risk." 

Clearly,  there's  also  more  revvard. 
Since  1991,  VF  has  boosted  income  and 
sales  at  a  compound  annual  gi'o\\1;h  I'ate 
of  nearly  20%,  a  record  few  big  U.S. 
companies  can  match.  For  1994,  net 
earnings  hit  $274.5  million,  up  11.4%  on 
sales  of  $4.97  billion,  a  15%  rise.  Double- 
digit  gains  are  exj^ected  again  this  year. 

As  pragmatic  and  staid  as  \'f's  prod- 
uct line,  Pugh  would  rather  make  mon- 
ey than  fashion  news.  Roughly  51%  of 


VF's  sales  come  from  its  workaday  jeanj 
such  as  Lee  and  Wrangler,  and  an  addf 
tional  15%.  from  Vanity  Fair  women'f 
undergarments.  Pugh's  brands  are  thi 
bread-and-butter  lines  for  many  retailf 
ers.  "They  give  the  customer  what  thi 
customer  wants,"  says  Tom  Cole,  logisj 
tics  chief  at  Federated  De]iartmen| 
Stores  Inc. 


VF  BESTS  A  RIVAL... 


MARKET  SHARE  FOR  JEANS 


LEVI  STRAUSS 


■92  '93  94 
12  MONTHS  ENDED  NOVEMBER 


AND  SEES  THE  PAYOFF 


400  - 
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NET  INCOME 


01  I  I  I 

'90  '95  EST 

▲  BILLIONS  OF  DOLURS 


■90  '95  EST 

k  MILLIONS  OF  DOLURS 


DATA:  COMPANY  REPORTS,  NPO  GROUP  INC, 
J  P  MORGAN  SECURITIES  INC 


Sounds  simple.  But  m; 
tomers  find  what  they're  looking  for  hasl^ 
become  a  high-tech  battleground.  VF  hasij 
emerged  as  a  leader  in  computerizecij 
"market-response  systems"  that  kee 
close  tabs  on  what  shoppers  buy — al 
lowing  VF  to  rapidly  restock  stores  wit^ 
popular  togs.  \'f's  shelf-stocking  strength! 
is  helping  it  beat  the  pants  off  of  rivalsj 
such  as  $(i  billion-a-year  Levi  Sti'auss  &i 
Co.  While  it  can  take  up  to  a  month  tc[ 
get  in  new  Levi's,  says  Cole,  VF's  jeansS 
generally  arrive  within  three  days  oii 
an  order,  "vf  is  in  the  vangxiai'd  in  re-; 
tailer-vendor  partnerships,"  he  says.  \ 
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It  wasnt  always  so.  Alter  rugn  oe- 
me  chairman  in  1983,  he  led  VF 
rough  a  series  of  aggressive  acquisi- 
ms.  That  helped  double  sales,  to  $2.5 
llion  in  1989,  but  earnings  growth 
gged — and  a  failed  bid  to  transform 
ie  into  a  more  trendy  brand  forced  a 
i7  million  charge  in  1990.  Yet  even  as 
je  stumbled,  sales  of  Wrangler  jeans 
ared,  thanks  to  an  experimental  mar- 
it-response  system  vf  had  begun  to 
;velop  in  1989.  Pugh  realized  that  vf 
ould  do  better  sticking  to  basics  and 
(reading  the  system  to  its  other  lines. 
VF  began  by  hooking  its  own  com- 
iters  up  with  those  of  retailere  such  as 
'al-Mart  and  J.  C.  Penney.  Since  vf 
ipplies  tens  of  thousands  of  retail  out- 
ts  with  hundreds  of  styles,  the  task  is 
ind-numbing.  vf's  computer  nei-ve  cen- 
:r  looks  more  like  a  Star  Trek  set  than 
le  heart  of  a  fashion  company;  in  a 
.'idgelike  control  room,  technicians 
ack  data  constantly  sweeping  across  40 
irminals  running  floor  to  ceiling. 
How  does  the  svstem  work?  Consider 


PUGH:  BRINGING 
HIGH  TECH  TO  THE 
ART  OF  RESTOCKING 


new  pan-  oi  jeans  is  shipped  witnin  a 
week.  That's  a  big  change:  Restocking 
used  to  take  vf  up  to  three  months. 
The  system  "has  enabled  us  to  get  mer- 
chandise into  the  stores  in  a  more  time- 
ly manner,  closer  to  buying  decisions 
by  the  customer,"  says  Ken  Eaton,  Wal- 
Mart's  merchandise  manager  for  men's 
and  boys'  goods. 

To  be  sure,  shortening  restocking 
times  is  a  mantra  for  many  retailers 
and  suppliers  these  days.  But  Levi's 
only  recently  set  plans  to  cut  delivery 
time  by  the  end  of  1996  to  within  72 
hours  of  an  order.  "We  don't  even  classi- 
fy Levi's  as  so-called  quick-response," 
says  John  Freudenthal,  executive  vice- 
president  of  the  59-store  Milwaukee- 
based  Carson  Pirie  Scott  &  Co. 

Speed  isn't  the  only  advantage.  By 
taking  the  guesswork  out  of  reorder- 
ing, the  system  ensures  that  retailers 
replenish  only  styles  that  sell.  That  has 
helped  Belk  Store  Services  Inc.  "We 
get  more  sales  out  of  the  same  amount 
of  inventory,  because  we  now  have  in 


VP's  reordering 
system  is  so 
precise  that  if 
a  Wal-Mart  sells 
a  pair  of  jeans 
on  Tuesday,  a 
replacement 
pair  is  back  on 
the  shelf 
Thursday 


A^al-Mart  Stores  Inc.,  which  moves  mil- 
ions  of  Wrangler  jeans  each  year 
;hrough  2,100  outlets.  Eveiy  night,  Wal- 
Mart  sends  sales  data  collected  on  its 
'•agister  scanners  straight  to  vf,  which 
-hen  restocks  automatically.  So  if  a  Wal- 
Mart  customer  buys  a  pair  of  Wran- 
glers on  Tuesday  morning,  by  that  eve- 
ning, records  of  the  sale  arrive  in  vf's 
central  computer.  If  vf  has  a  replace- 
ment pair  in  stock,  it's  shipped  directly 
to  the  store  the  next  day — and  by 
Thursday,  Wal-Mart's  shelf  is  replen- 
ished. If  not,  vf's  computers  automati- 
cally order  up.  a  replacement — and  a 


stock  iiiuif  nf  the  sizes  the  customer 
wants,"  says  Robert  Wildrick,  merchan- 
dising chief  for  the  280-store  chain. 
Fewer  unwanted  goods  also  mean  fewer 
clearance  sales. 

With  about  half  of  vf's  U.S.  jeans 
business  now  handled  through  the 
ciuick-response  system,  Pugh  credits  it 
with  solidifying  vf's  position  as  the 
biggest  player  in  the  $7.9  billion  U.  S. 
jeans  market,  vf's  share,  measured  in 
unit  sales,  has  moved  from  just  under 
26%  in  1989  to  30%  in  the  12  months 
ended  last  November,  according  to  mar- 
ket researchers  npd  Group  Inc.  in  Port 


wasnmgton,  iN.i.  ay  conirasr,  even 
with  its  powerhouse  brand  name,  Levi's 
share  has  slipped  from  21%  to  just  be- 
low 17%,  in  part,  say  retailers,  because 
of  its  slowness  in  replenishing  stock.  A 
Levi  Strauss  spokesman  says  Levi's  con- 
tinues to  post  record  sales;  industiy  in- 
siders say  it  is  sacrificing  volume  for 
price  as  it  concentrates  on  upscale  re- 
tailers. Still,  Levi's  plans  to  spend  heav- 
ily upgrading  its  delivery  system. 
LOSING  AN  EDGE?  Indeed,  quick-re- 
si)onse  replenishment  systems  are  pro- 
liferating among  manufacturers.  Large 
retailers  are  also  developing  systems. 
Wal-Mart  has  one  on  the  drawing  board, 
while  Penney  has  inaugurated  its  own 
in-house  restocking  network.  That 
means  Penney  will  be  able  to  restock 
Levi's — or  its  own  Arizona  label — ^just 
as  quickly,  cutting  vf's  edge. 

Pugh  vows  to  keep  ahead  of  the  pack. 
He  says  he's  working  with  retailers  to 
move  beyond  replenishment.  By  sifting 
through  its  sales  database,  vf's  experi- 
mental Ti-endsetter  system  will  track 
groups  of  goods — say, 
jeans  and  shirts  of 
various  sizes,  styles, 
and  colors — to  find 
sales  patterns  that  can 
help  retailers  forecast 
ideal  supply  levels. 
But  as  others  catch 
up,  it's  unclear  if  vf 
can  hold  its  lead. 

And  automated  re- 
plenishment does  have 
limits.  Although  it 
works  well  with  time- 
less staples,  it's  of  lit- 
tle use  for  fast-moving 
styles.  That  may  ex- 
plain why  VF  hasn't 
done  as  well  when 
K-TT  dabbled  on  the  fron- 

tiers  of  fashion.  Its 
pricey  Girbaud  jeans, 
for  example,  has  mis- 
fii-ed  so  often  that  VF 
wrote  off  .$16  million 
in  excess  inventoiy  in 
1993.   New  manage- 
ment spent  1994  re- 
building the  brand.  There  may  be  limits 
with  vf's  other  lines:  Only  25%  of  ship- 
ments of  Vanity  Fair's  constantly  chang- 
ing line  of  undergarments  uses  the  re- 
plenishment system  and  10%  to  15%-  at 
vf's  Healthtex  Inc.  children's  line. 

Pugh  knows  he  can't  take  all  the  nsk 
out  of  the  clothing  business.  No  amount 
of  computer  savvy  can  tell  if  a  new 
cleavage-enhancing  swimsuit  from  vf's 
Jantzen  Inc.  unit — a  spinoff  from  its 
Magic  push-up  bra — will  sell.  But  the 
way  VF  uses  its  technology  is  certainly 
an  uplifting  notion  in  the  fashion  trade. 
By  Joseph  Weber  in  Wyomissing,  Pa. 
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WAS  SPEGTRAVISION 
TOO  FARSIGHTED? 

Its  high-tech  hotel-movie  system  is  costly  and  complex 


Back  in  1992,  top  ex- 
ecutives at  Spectra- 
Vision  Inc.  peered 
into  the  futui-e  and  did- 
n't like  what  they  saw. 
Although  the  company, 
then  known  as  SPi  Hold- 
ing Inc.,  had  pioneered 
pay-per-view  movies  in 
hotel  rooms,  it  was  sad- 
dled with  aging  video 
technology  in  a  slow- 
giTjwth  mai'ket. 

But  rather  than  fight 
fierce  price  wars,  then- 
Chief  Executive  Albei" 
D.  .Jerome  decided 
leapfrog  rivals  with  a 
sophisticated  sateUite- 
based  system.  With 
paitner  Electronic  Data 
Systems  Corp.  provid- 
ing digital  technology, 
Jerome  banked  on  high- 
quaHty  pictures  and  more  j^rogTamming 
flexibility  to  jumpstait  sales  and  earn- 
ings. But  the  company,  based  in  Ricliai-d- 
son,  Tex.,  and  controlled  by  billionaire 
Manin  Davis,  underestimated  the  diffi- 
culties of  building  its  new  system.  And 
now,  instead  of  being  toasted  as  a  tech- 
nology,' leader,  SpectraVi.<ion  is  straggling 
to  siu-vive.  Analyst  Sally  Overstreet  of 
Jefferies  &  Co.  estimates  that  it  lost  $75 
million  last  year  on  sales  of  8145  mil- 
lion, after  losing  .S46  million  in  199.S.  With 
.$18  milhon  in  interest  due  in  December, 
analysts  say  SpectraMsion  will  have  to 
restructure  its  .$500  million  debt.  Its 
Class  B  stock  has  plunged  to  X.  fi-om  a 
high  of  14?^  in  late  199-3.  Concedes  Gaiy 
G.  Weik,  named  ceo  after  Jeromes  Sep- 
tember ouster:  "This  is  a  company  that 
tried  to  do  too  much  to  fa.st." 

Sjiecti-aMsion  has  been  dowTi  this  road 
before.  The  heavy  debt — left  by  succes- 
sive leveraged  buyouts  involving  bilhon- 
aii'e  Robert  M.  Bass  in  1987  and  Davis  in 
1989 — sent  it  into  bankruptcy  briefly 
in  1992.  Although  Davis  then  cut  his 
stock  holdings  from  100%  to  32%, 
he  conti'ols  about  74%  of  voting  rights. 
Davis,  who  remains  a  director,  expresses 
confidence   in   current  management. 


ON  THE  BEAM:  SpectraVision  cu-stomers  in  Toronto 


Spectra\ision's  latest  downturn  beg-an 
when  installing  the  satellite  system 
proved  far  tougher  than  foreseen.  In- 
itially, Spectra\ision  and  eds  had  trouble 
getting  the  new  hardware  and  softwai-e 
to  work  together.  Other  technical  sna- 
fus added  to  dovvTitime.  The  result:  Rev- 
enues shi-ank  as  costs  soared. 

Still,  the  48-year-old  Weik,  the  former 
head  of  Houston-based  cable  operator 
KBLCOM  Inc.,  remairiS  steadfast.  "We  have 
the  right  technologv',"  he  insists.  "We 
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have  the  right  strategy-."  Spectra\isio 
has  now  linked  about  1,300  hotels  in  th 
U.S.  and  Canada,  with  some  400,0(: 
rooms,  to  the  satellite  network  and  \\i 
complete  installation  in  300  more  hote 
this  yeai;  at  a  total  cost  of  more  than  .$i 
million.  It  has  also  begim  rolling  out  tl 
next  phase,  a  digital  video-on-deman 
system.  "We're  probably  18  month 
ahead  of  any  other  competitive  product 
boasts  J.  Keane  Taylor,  president  of  tl 
visual  commimications  gi-oup  at  EDS. 

Perhaps,  but  SpectraVision  has  litt 
to  show  for  its  efforts.  By  replacing  i 
old  system,  in  which  every  hotel  h; 
videoplayers,  with  the  abihty  to  recei' 
progi-amming  by  sateUite,  it  claims  it  h; 
cut  distribution  and  maintenance  cos' 
while  offering  greater  variety.  Yet  h' 
tels  appear  unimpressed.  Since  199 
Spectra\ision's  installed  base  has  fall' 
by  16%,  to  about  6;iM,000  rooms.  In  earl 
1993,  for  example,  it  lost  a  contract  wit| 
Hilton  Hotels  Coip.  to  provide  movies 
4;3  hotels.  Hilton  opted  for  rival  On  Co: 
mand  Video  Cor}3.  On  Command's  betti 
deal — offering  Hilton  free  TVs  and 
greater  share  of  movie  revenues — ^wi 
the  main  reason  for  the  switch. 
BEYOND  MOVIES.  Others  have  also  bee! 
quick  to  move  in.  Tim  C.  Fl,\Tin,  CEO 
LodgeNet  Entertainment  Coi-p.  in  Sioi 
Falls,  S.  D.,  says  his  company  has  gro' 
36%  over  the  past  year,  to  185,00| 
rooms  sensed,  lai-gely  at  Spectra\^sion' 
expense.  He  contends  that  LodgeNet' 
videotape-based  system  can  provid 
more  movies  at  a  lower  cost  than  Spe* 
ti"a Vision.  "AVhat  they're  doing  does  n 
add  any  value  in  the  room,"  he  scoffs. 

Weik  concedes  that  rivals'  syste 
can  do  the  basic  job  of  providing  pa; 
per-movies  just  as  well  and  at  a  low^ 
cost.  But  he  ai-gues  that  SpectraVision' 
payoff  will  come  as  the  digital  syste: 
allows  it  to  divei-sifj'  into  new  semce: 
such  as  videoconferencing,  interactiv 
training  progi'ams,  hve  events,  and  ta: 
geted  advertising.  Eventually,  he  ai 
gues,  SpectraVision  will  move  beyon 
hotels  to  seive  militaiy  bases  and  hosp; 
tals.  "We  didn't  build  the  digital  net 
work  just  to  deliver  movies,"  he  say; 
Even  if  rivals  eventually  go  digital,  h 
claims  SpectraVision  will  be  ahead  o 
the  pack  in  learning  to  create  program 
and  sei-vices  for  the  info  highway. 

But  first  Weik  must  shore  up  opera 
tions  and  reduce  debt.  Although  he  in 
sists  there's  no  fii'e  sale,  he  is  tiTting  t 
unload  stakes  in  Spectra\ision's  opera 
tions  in  Hong  Kong,  Australia,  and  Can 
ada  in  deals  that  should  biing  $50  miUion 
After  deahng  with  that  dose  of  realitv 
Weik  can  dream  liis  digital  future. 

By  Wendy  Zellner  in  Dalla 
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"As  the  U.S.  economy  levels  off 
at  cruising  altitude,  major  European  recoveries 

are  taking  off." 


-Money  Magazine 


Okay,  the  economy  isn't  helping  any.  (Maybe  it's  time  to 
look  elsewhere.) 

The  advance  of  free  markets  in  Europe  and  throughout 
the  world  has  expanded  the  global  marketplace.  Economies 
of  developing  nations  are  building  and  expanding  at  an 
ever-increasing  rate. 

This  is  good  news  for  those  interested  in  diversifying 
their  portfolios  with  Janus  Overseas  Fund,  (The  fund 
typically  invests  at  least  65%  of  its  assets  in  securities 
from  at  least  five  different  countries,  excluding  the  U.S.) 

For  more  information,  a  prospectus,  and  applications, 
call  IH^^^^^^^^^^^^^^^^Q  Read  the  prospectus 
carefully  before  sending  money  (so  you  understand  the 
specific  risks  associated  with  international  investing). 

Janus  Overseas  Fund.  (Because  diversification  works.) 


Call  1-800-525-8983  ext.  638  for  a  prospectus  containing  more 
complete  information,  including  expenses  and  special  risks 
associated  with  foreign  investing  such  as  currency  fluctuations 
and  political  uncertainty.  Please  read  it  carefully  before  you 
invest  or  send  money. 


)¥nuT  Funds  are  no-Toad  tnuTual  "f untfs"."  Fands 
Janus  Distributors.  Inc.  Member  NASD. 


^  JANUS 
^  FUNDS 

[  $17  billion  in  assets  ] 
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TELECOMMUNICATIONS 


PICK  OF  THE  LIHER:  WHY 
SBC  IS  THE  BABY  BELL  TO  BEAT 

It's  flying  high,  but  it  may  be  passing  up  big  opportunities 


When  Southwest- 
ern Bell  Corp. 
shelled  out  $1.4 
billion  for  the 
cellular-phone  properties 
of  Metromedia  Co.  in 
1987,  its  stock  dropped 
$7  in  a  matter  of  hours, 
and  rival  executives 
jeered.  After  all.  South- 
western Bell — renamed 
SBC  Communications  Inc. 
last  year — had  paid  $45 
per  potential  cellular  cus- 
tomer (or  pop  as  they 
say  in  the  business) 
when  no  one  else  had 
ever  paid  more  than  $?>(). 
"Everyone  figured  we 
were  just  a  rich  Baby 
Bell  with  bad  judgment," 
says  James  S.  Kahan, 
senior  vice-president  for 
strategic  planning. 

Not  any  more.  Since 
that  day,  the  fifth-largest 
Baby  Bell  has  been  on  a 
moneymaking  streak. 
The  Metromedia  proper- 
ties are  now  worth  more 
than  $300  per  pop  and 
have  helped  give  SBC  the  WHITACRE: 
highest  market  penetra- 
tion  of  any  major  cellular  operator.  The 
number  of  local  phone  lines  in  its  five- 
state  tei'ritoiy,  anchored  by  a  booming 
Texas,  gi-ew  by  a  record  3.6%  last  year, 
compared  with  3.1%  for  all  the  Bells. 
The  $500  miUion  investment  sec  made 
in  1990  in  a  British  cable-TV  joint  ven- 
ture with  Cox  Entei-prises  Inc.  is  worth 
an  estimated  $900  million  today.  It  has 
just  bought  40%.  of  Chilean  communi- 
cations conglomerate  vtr  Inversiones 
for  $316  million,  as  an  entree  to  the  lu- 
crative South  American  market. 
STRING  OF  HITS.  Even  its  10%.  stake  in 
Telefonos  de  Mexico,  bought  for  $1  bil- 
lion in  1991  has  almost  doubled  in  value. 
That's  despite  a  45%  plunge  in  Telmex 
shares  since  Dec.  15,  which  caused  SBC 
to  take  a  $34  million  write-off  in  the 


tn  get  double-digit  earnings 


fii'st  quarter.  Analysts  say  that,  despite 
the  near-term  damage  from  the  peso 
crisis,  Telmex  is  a  long-term  plus  for 
SBC,  given  the  despei'ate  need  for  more 
phone  connections  in  Mexico. 

The  string  of  hits  has  made  sbc  the 
best-performing  of  the  Baby  Bells, 

"SBC  is  like  none 
of  the  other  phone 
companies. 
It's  a  growth  play, 
and  it's  diversified" 


which  were  spawned  lij 
the    1984   breakup  i> 
AT&T.  SBC  shares  since  dii 
vestiture,  including  reii 
vested  dividends,  hav 
risen  654%,  compare 
with  an  average  of  461 
for  the  other  six  Bab 
Bells  (chart,  page  72),  a 
cording  to  consultant! 
J.  M.  Lafferty  Associate] 
Inc.  Why?  Because  35 
of  SBC's  earnings  com 
from  unregulated  bus 
ness  such  as  cellulal 
phones  and  overseas  i: 
vestments  —  roughl 
three  times  as  much 
Ameritech   Corp.,  thj 
next-most-diversified 
the  Baby  Bells.  "SBC 
like  none  of  the  oth 
phone  companies,"  sa; 
portfolio  manager  M 
chael    G.  Ti-otsky 
Boston's  Independenc| 
Investment  Associate 
"It's  a  gi'owth  play,  an| 
it's  diversified." 

SBC's  future,  though 
not  quite  as  certai 
Once  phone  deregulati 
arrives,  the  carrier 
bound  to  face  tough  competition  for  ui 
ban  customers  in  its  core  local-callin 
business.  And  with  a  global  frenzy  ( 
telecom  dealmaking  under  way,  findin 
bargains  like  Telmex  will  be  harde 
While  SBC  gets  kudos  from  Wall  Strec 
for  not  throwing  money  at  every  ne' 
technology  development  that  come 
along,  the  company  may  be  dealing  itse 
out  of  some  big  oppoilunities. 

Take  personal  communications  sei 
vices  (PCS),  a  wireless  technology  bette 
suited  than  cellular  is  for  moving  data  i 
addition  to  voice.  AT&T,  Sprint  Corp 
and  others  are  bidding  billions  at  fede: 
al  auctions  for  pes  spectrum  space,  s 
they  can  build  national  PCS  network 
But  SBC,  banking  that  cellular  featur( 
will  be  be  able  to  match  those  of  PC 
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Of  course,  no  one  would  make  a  decision  like  this 


arder 

jtreei  for  anything  but  love.  But  once  you  do 


oette 


decide,  use  the  Citibank  AAdvantage"^' 
card  and  you'll  earn  one  AAdvantage 
mile  on  American  Airlines'-  for 
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every  dollar  you  spend*  Which 
sure  could  take  the  edge  off  of 
having  to  pay  that  2  months  salary 
The  Citibank  AAdvantage 
card.  To  apply,  call  I-800TLY-4444. 


or  was  it  the  miles? 

f  The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Ctibin'  AAdvantage  card  is  60,000  miles  per  calendar  year  American  Airlines  /{Advantage  Platinum"  and  /{Advantage  Gold*  members  are  excluded  from  this  limrt.  American  Airlines, 
AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registers  il  iraciemarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  nght  to  change  AAdvantage  program  rules,  regulations,  travel  av^ards,  and  special  offers  at  any  time  without 
notice,  and  to  end  the  AAdvantage  program  vi'ith  six  months  notice  Tbp  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  NA.  Diamond  engagement  nng  by  Van  Cleef  &  Arpels.  ©  1 995  Citibank  {South  Dakota),  N  A.  Member  FDIC 
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SBC  has  a  low  profile  on  the  Information  Superhighway, 
and  it  lags  in  personal  communications  services 


over  time,  has  bid  less  than  $40  million 
to  date  on  licenses  that  would  only  fill  in 
gaps  in  its  cellular  coverage. 

SBC  is  also  conspicuously  low-profile 
on  the  Infonnation  Super-highway.  While 
Bell  Atlantic,  U  S  West,  and  others  de- 
velop movies-on-demand,  SBC  has  only  a 
vaguely  worded  agi'eement  with  Walt 
Disney,  Ameiitech,  and  BellSouth  to  de- 
velop consumer  progi-amming.  It  also 
has  an  under-$10  million  pilot  project 
with  Microsoft  Coip.  to  test  interac- 
tive services  in  Richardson,  Tex. 
SBC's  attempt  at  an  I -way  mega- 
deal — a  $4.6  billion  joint  ventm-e  to 
share  21  of  Cox's  cable  stations — 
was  nixed  by  SBC  Chairman  and 
CEO  Edward  E.  Whitacre  Jr.  soon 
after  U.  S.  regulators  lowered  ca- 
ble rates  last  April.  "That  was  a 
tough  call,"  says  Charles  F.  Knight, 
an  SBC  director  and  ceo  of  Emereon 
Electric  Co.  "None  of  us  know 
where  cable  is  going,  but  Ed  de- 
cided the  timing  wasn't  right.  It's 
gi'eat  to  see  such  discipline." 

Whitacre's  discipline  is  the  bot- 
tom line.  The  board  tapped  him  as 
CEO  in  1990  and  gave  him  a  man- 
date to  tighten  up  sbc's  cushy  cul- 
ture. A  31-year  sec  veteran,  Whit- 
acre yanked  managers  out  of  a 
plush  St.  Louis  headquarters  and 
moved  them  into  rented  space  in 
San  Antonio.  He  sold  three  of  the 
company's  seven  jets,  and  demand- 
ed fast  returns  on  all  ventui'es. 
STIFLING  COMPETITION?  The  strap- 
ping 6-ft.-5-in.  executive  has  been 
known  to  wandei-  the  halls  asking 
employees:  "What  have  you  done 
for    my    stock    today?"  Says 
Whitacre:  "My  personal  objective 
is  to  get  double-digit  earnings  as 
long  as  I'm  ai'ound."  He  has  ah-eady 
done  it  three  years  running.  In 
1994,  profits  surged  14.9%,  and  sales 
grew  8.7%,  to  $11.6  billion,  "sbc's 
still  branded  a  Baby  Bell,  but  peo- 
ple don't  realize  how  much  he  has  trans- 
formed the  company,"  says  Oppenheim- 
er  &  Co.  analyst  Stephen  Yanis,  who 
expects  annual  profit  growth  of  11%- 
through  2000,  compared  with  6%  for 
the  other  Bell  companies. 

Meeting  such  aggi'essive  gi'owth  tar- 
gets will  get  more  complicated  when  lo- 
cal competition  anives.  SBC  has  invested 
less  in  its  local  phone  network  than  oth- 
er Bells.  For  example,  according  to  Fed- 


eral Communications  Commission  docu- 
ments, it  has  been  slowest  to  install  dig- 
ital switches.  It  has  also  battled  to  main- 
tain its  local  monopoly,  while  othei-  Baby 
Bells  have  been  willing  to  give  gTound  in 
return  for  more  freedom.  "SBC  is  the 
worst  of  the  Baby  Bells  at  abusing  the 
process  to  stifle  competition,"  says  mfs 
Communications  Co.  ceo  Royce  J.  Hol- 
land. "They're  aU  for  competition,  so  long 
as  it's  outside  theii'  sei-vice  tenitoiy." 

SUCCESSFUL 
DIVERSIFICATION  EFFORTS... 

CELLULAR  Now  neck  and  neck 
with  AT&T/McCaw,  the  unit 
churned  out  more  than 
$1  billion  in  cash  flow 
in  1994. 

INTERNATIONAL  Even 
with  a  hit  on  its  10% 
stake  in  peso-battered 
Telmex,  SBC  has  more 
than  doubled  the  $2  billion- 
plus  it  has  invested  outside 
the  U.S.  It  just  paid  $316  million 
for  40%  of  Chile's  VTR  Inversiones 
telecommunications  conglomerate. 

...HELP  SBC  LEAD  THE  BELLS 
IN  STOCK  PERFORMANCE 


AMERITECH 


BELL  ATLANTIC 


BELLSOUTH 


TOTAL  RETURN 
SINCE  1984, 
STOCK  GAINS 
AND  REINVESTED 
DIVIDENDS 
THROUGH  DEC.  29,  '94 
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Inside  SBC  territory,  some  20  com- 
petitive access  providers  (caps)  are  al- 
ready cheiry-picking  coiporate  accounts 
by  offering  cheaper  links  to  long-dis- 
tance lines.  That  stream  of  rivals  could 
soon  be  a  flood:  The  Texas  legislature 
may  introduce  a  bill  in  eaiiy  Mai'ch  that 
would  open  local  phone  services  to  com- 
petition this  fall.  "We're  at  a  critical 
juncture,"  says  SBC  Vice-President  for 
Marketing  J.  David  Gallemore,  "and  we 


want  to  make  our  welcome  mat  smallel 
than  anyone  else's." 

One  way  is  to  upgrade  the  SBC  ne' 
work.  SBC  has  agreed  to  spend  $1  biUioi 
over  four  yeai's  to  add  multimedia  cap; 
bilities  to  its  system — if  Texas  eHm 
nates  regulations  that  effectively  ca 
SBC  profits  at  a  13.3%  rate  of  return  o: 
invested  capital.  The  company  has  als 
biunped  up  its  advertising  for  local  call 
ing  by  27%  (after  seven  flat  years)  ani,', 
has  set  up  marketing  teams  to  def 
fend  vulnerable  niches. 
CALLER  ID.  SBC  has  mounted  a  spe 
cial  effort  to  win  back  the  younge 
crowd.  In  1992,  its  research  founc 
that  people  under  35  feel  little  ]oyd\ 
ty  to  theii*  phone  company  and  hav| 
a  defection  risk  of  100%,  vs.  jusf 
17%  for  over-55s.  So  its  marketin 
unit  in  Austin,  home  to  the  Univei, 
sity  of  Texas,  came  up  with  a  varii 
ty  of  youth-oriented  packages  ani 
offered  them  at  college  registratio 
sessions.  Some  35%>  of  UT  student  jjj^ 
bit — spending  about  40%  more  tha 
average  on  such  featui-es  as  SBC' 
voice-mail  sei-vice.  Now,  SBC  is  acce 
erating  the  rollout  of  other  specij  jf, 
features,  such  as  caller  ID.  .^^ 

SBC  can  thank  the  cellular  bus: 
ness  for  giving  it  a  crash  com'se  i 
consumer  marketing.  With  2.9  mi'  jj^j 
lion  wireless  subscribers — 930,00 
of  them  added  last  year — it  is  nec 
and  neck  with  AT&T/McCaw,  th 
largest  U.S.  operator.  SBC's  Mobil 
Systems  unit  works  hard  to  offe;  ^ 
the  right  mix  of  features  and  pricet|^  "^^ 
It  signed  up  7.4%  of  its  potentifi  ' 
customers  in  1994,  compared  wit? 
about  5%'  for  the  industi-y  overalf 
"We  have  to  make  people  realizji 
that  it's  just  a  phone — not  a  toy  foil 
oilmen  and  richies,"  says  Mobil| 
Systems  ceo  John  T.  Stupka. 

Whether  SBC  can  translate  th 
lessons  of  cellular  to  its  core  bus 
ness  is  still  imcleai-.  With  only  six  c| 
the  nation's  50  largest  cities  in  its  re] 
gion,  SBC  is  less  exposed  to  competitio: 
than  its  brethren  in  densely  populate- 
areas.  That  could  protect  it  fi"om  poach 
ers  in  the  early  days  of  deregulatior 
but  not  over  the  long  haul.  Still,  say 
S.  G.  Warburg  &  Co.  analyst  Williar 
Deatherage,  "SBC  has  got  a  good  battin  *0W 
average.  They're  not  a  company  to  be 
against."  Just  ask  the  shareholders 

By  Peter  Burroivs  in  Dallat^  iT^ 
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DO  YOU  KNOW  WHERE 
ifOUR  PCs  ARE? 

>Jew  services  help  you  keep  track  of  them-and  what's  in  them 
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nces: 


eraU, 


^PERSONAL  COMPUTERS 


For  Mandeep  Khera,  the  saying  "the 
customer  is  always  right"  just 
doesn't  apply.  Typically,  they're 
vrong — and  usually  by  a  lot.  Khera 
Tins  a  Hewlett-Packard  Co.  service 
hat  manages  all  the  desktop-computer 
leeds  of  big  corporate  customers.  One 
ilient,  Khera  recalls,  swore  the  com- 
)any  had  700  personal  computers  and 
.5  users  per  printer.  But  when 
in  audit  was  finished,  Kher 
ind  his  people  discovered 
.,200  PCS  and  one  printer 
)er  computer. 

Another  major  corpora- 
ion  called  in  help  when 
he  computer  managers  re- 
ilized  they  had  lost  track 
)f  $20  million  worth  of  PCs. 
They  knew  they  were 
mrchased,"  says  William 
).  Bray,  an  executive  vice- 
)resident  at  Comdisco  Inc., 
he  computer-leasing  giant 
lired  to  find  the  awol  ma- 
;hines.  "They  just  didn't 
enow  where  they  were." 
•mo  CLUE.  Khera  and  Bray 
ire  part  of  a  fast-gi'owing 
legrnent  of  the  computer- 
iervices  business  offering 
;o-called  desktop  asset 
nanagement — sort  of  a 
TOSS  between  a  high-tech 
ost-and-found  and  efficien- 
;y  experts  that  specialize  m 
'OS  and  related  equipment.  There's  plen- 
,y  of  business:  Not  only  does  Corpo- 
rate America  have  no  idea  how  many 
>cs  it  has,  who's  running  them,  or 
vhere  they  are  but  it  also  hasn't  a  clue 
vhat's  inside  them — Doom  II  or  Lotus 
L-2-3.  "It's  a  huge  problem,"  says  Mi- 
:hael  Vargo,  an  analyst  for  market  re- 
searcher Gaitner  Group  Inc.  "Organiza- 
;ions  have  been  afraid  to  go  to  top 


management  and  say:  'Over  the  past 
five  years  we've  spent  $100  miUion  in 
PCs,  and  we  don't  know  where  it  is.' 
It's  not  a  career-enhancing  move." 

Those  expenses  sneak  up  on  you. 
The  typical  corporate  PC,  complete  with 
software,  costs  about  $4,000  to  pur- 
chase. But  it  costs  10  times  that  to  op- 
erate a  PC  for  five  years,  Gartner  fig- 


ures. That's  counting  all  the  ancillary 
services  needed — things  such  as  train- 
ing, help  desks  to  answer  questions 
from  users,  installing  extra  memory, 
and  electricity  to  run  the  machines. 
Multiply  $40,000  by  the  30,000  to  60,000 
PCS  typically  found  at  major  corpora- 
tions, and  "the  hidden  cost  to  a  compa- 
ny can  be  immense,"  says  Thomas 
Ti'ainer,  chief  information  officer  of  Eli 


Lilly  &  Co.  "It  can  be  a  bhi  k  hole, 
financially." 

How  deep?  U.S.  industiy  and  gov- 
ernment organizations  waste  an  esti- 
mated $20  billion  annually  by  mismanag- 
ing desktop-computing  equipment, 
according  to  the  Personal  Computer  As- 
sets Management  Institute.  Gi-eg  Levds, 
president  of  the  Rochester  (N.  Y.)  con- 
sulting fiiTTi,  estimates  that  lai'ge  compa- 
nies squander  $2  billion  annually  just 
by  pui'chasing  software  and  hardware 
when  they  have  plenty  of  comparable 
technology  available. 
POLLING  THE  NETWORK.  The  solution?  A 
raft  of  new  sei-vices  ranging  fi'om  spe- 
cial database  pi'ogi'ams  to  track  eveiy 
PC  to  completely  "outsoui'cing-"  PC  sup- 
port— taking  over  eveiything  fcom  train- 
ing employees  and  ranning  a  help  desk 
to  getting  rid  of  aging  PCs  when  new 
ones  are  bought.  Just  keeping  track 
of  when  to  replace  machines  has 
become  a  tough  job.  "The  fre- 
quency of  change  is  much 
more  dramatic  than  ever 
before,"  says  Leon  B.  Bil- 
hs,  senior  vice-president  for 
Equitable  Life  Assurance. 

How  did  Corporate 
America  get  in  such  a  pick- 
le? As  companies  decentral- 
ized over  the  past  few  years, 
more  control  went  to  busi- 
ness units  and  small  depait- 
ments.  Frustrated  by  the 
bottleneck  of  getting  corpo- 
rate information-technology 
managers  to  develop  appU- 
cations,  business  managers 
simply  bought  theii-  own  ma- 
chines and  software — thou- 
sands of  them.  And  even 
when  management  tries  to 
regain  control,  "people  sneak 
them  in  as  office  fumitm-e," 
says  CIO  Trainer. 
Now,  downsizing  is  exposing 
the  excesses — and  coipoi-ations  are  call- 
ing in  the  asset-management  services 
to  fix  things.  What  can  they  do?  Tighten 
control  over  purchasing  and  install  soft- 
ware that  will  tell  companies  how  many 
PCS  are  out  there  and  what  they  ran — 
at  least  the  PCs  that  are  networked. 
"We  have  perfect  infonnation  the  day 
we  buy  them,"  says  Boyd  W.  Hopkins, 
vice-president  at  Cigna  Systems,  the 


PC  COSTS: 
MORE  THAN 
MEETS  THE  EYE 

FIVE-YEAR  COST 
OF  OWNERSHIP 

•COST  ASSOCIATED  WITH  THE  TIME 
USERS  SPEND  TO  KEEP  DESKTOP 
COMPUTERS  UP  AND  RUNNING 

DATA:  GARTNER  GROUP  INC. 
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If  you  re  age  4Q 

and  want  to  enjoy  your  retirement, 
you've  reached  this  page 

just  in  time 


Sure,  you're  concerned 
about  retirement  hut  ri^ht 
now  you've  ii,ot  other  priori- 
ties. The  Icids.  The  mortgage. 
That  new  car.  So  liow  Jo  you 
take  care  ot  obligations 
today  and  still  invest 
tor  your  future? 

Let  Twentieth 
Century  Mutual  Funds 
help  you. 

Send  for  a  Free  copy 
of  our  informative  guide, 
The  New  Retirement  Realities 
Strate^^es  fur  a  More  Secure 
Future.  You'll  discover 
investment  information 


to  help  you  meet  today's 
changing  realities.  And  we'll 
include  a  complete  IRA  plan- 
ning kit  that  explains  the 
many  advantages  of  adding 
an  IRA  to  ycuir  retire- 
ment savings  plan. 

You'll  also  see  why 
Twentieth  Century's 
investment  phikis- 
ophy  and  expertise 
may  he  the  right  way  for  you 
to  prepare  for  a  more  enjoy- 
able retirement. 

There's  still  time! 
CaU  1-800-345-2021 
today. 


I'O,  Box  4192(1(1  •  Kansas  Cily,  Missouri  (i4141-(iL'0(l 
Please  Rush  Me  A  Free  Copy  Of 
The  New  Retirement  Realities  And  IRA  Kit  Today! 


Name 

Twentieth  Century  Sharehiilder?    □  Ye 


Address 


City 
BSW 


State 


Zip 


The  IRA  Kit  ccintuins  a  prtispecttis  with  tuorc  eoinplcte  inlc innatu in,  nicluJmti  charges 
and  expenses.  Please  read  the  pmspectus  carefully  before  investing. 
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data-processing  anri  of  the  giant  insur 
ance  company.  "Then,  it  atrophies  fron 
there."  Cigna  is  looking  at  softwai'e  tha 
will  keep  an  eye  on  its  40,000  PCs. 

Once  companies  get  a  handle  on  wha 
they  have,  they  will  discover  whem 
they  may  be  paying  too  much — for  dul 
phcative  maintenance  or  software  licensi 
ing  fees,  for  example.  Then,  they  cai 
impose  strict  hardware  and  software 
standards  to  reduce  the  number  of  dif 
ferent  products  to  support — fiuther  cut 
ting  costs.  What's  more,  a  help  desl 
tied  into  a  database  listing  infomiatioi 
on  each  user  will  eliminate  the  fii"st  fev 
minutes  of  each  call  wasted  on  gatheiinj 
that  data. 
BACK  TO  LEASING.  Meanwhile,  collectini 
that  infonnation  should  get  easier:  Sevl 
eral  computer  companies  have  agi'eec 
to  develop  a  standard  way  to  poll  com 
puters  on  a  network  to  learn  what  com;;  | 
ponents  and  software  they  have.  Oii-j  | 
Feb.  27,  Compaq  Computer  Coi-p.  plan'  [ 
to  unveil  such  a  system  for  its  comput :  [ 
ers.  Until  now,  concedes  Andrew  Wat- ! 
son,  Compaq's  director  of  desktop  man  i 
keting,  PC  makers  have  done  a  poor  joh 
providing  such  asset-management  took'  \ 
"It's  one  of  the  ai'eas  we  have  focusei?  j 
on  the  least  as  a  gi'oup,"  he  says.  j 

For  customers  who  find  it  all  toil 
confusing,  the  answer  could  be  to  avoilj 
acquiring  the  assets  in  the  first  place'' 
To  furnish  6,000  PCs  for  its  agents:  I 
Equitable  is  returning  to  an  old  com;: 
puter-industry  practice:  leasing.  IBI 
Credit  Coip.,  the  computer  giant's  leasi  j 
ing  subsidiary,  will  install  all  the  ma.  j 
chines  and  replace  them  every  tw 
years.  Now,  the  risk  of  the  technolog  ' : 
becoming  out  of  date  is  "transferrer! 
from  the  customer  to  the  vendor,"  sayj 
John  E.  Callies,  a  general  manager  ajf 
IBM  Credit.  f 

Meanwhile,  PC  makers  are  rushini 
into  asset  management.  "Strategicall;; 
it  will  be  very  important  to  help  gro'| 
the  PC  business,"  says  hp's  Khera.  0»i 
Feb.  1,  IBM  Credit  bought  Chrysle|. 
Systems,  a  unit  of  the  auto  maker's  fj 
nance  subsidiaiy  that  provides  sei'vicef" 
such  as  asset  management.  Dell  Conl 
puter  Corp.  is  also  adding  asset-marl 
agement  services.  "If  customers  vie'i 
Dell  as  offering  more  value  because  w|f 
lower  the  cost  of  ownership,  we're  in  '< 
much  better  position  not  only  to  gaii, 
share  within  those  customers  but  alsj^ 
more  loyalty  to  Dell  as  a  brand,"  sajj; 
Rosendo  G.  Parra,  gi'oup  vice-presider| 
for  major  accounts.  In  an  industry  (i 
never-ending  price  wars,  it  could  ev 
be  a  way  to  make  a  profit. 

By  Ira  Sager  in  New  York,  witi 
Gary  McWilliams  in  Houston 
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who  gives  you 

free  a&re  after 
six  rentals? 


Nobody  but 
Budget! 

Fly  fee  when  you  rent  six  times.  Only  at  Budget. 

Simply  rent  any  compact  or  laiger  vehicle,  including  tmcks,  six  times  for  three 
or  more  consecutive  days.  Rentals  must  occur  from  February  6  through 
June  15,  1995,  at  any  worldwide  Budget  location.  We'll  give  you  a  free 
(excludes  taxes)  round-trip  coach  ticket  on  American  Airlines  "  valid  for  ttavel 
within  the  contiguous  U.S.  and  Canada.  For  reservations,  contact  your  travel 


consultant  or  call  Budget  at  800-527-0700. 


THE  SMART  MONEY  IS  ON  BUDGETS 


We  feature  lincolri-Mercuiy  and  otlier  fme  cars. 


ere  are  some  details  you  should  know:  Offer  requires  six  rentals  (minimum  three  days  per  rental)  of  a  compaa  or  larger  vehicle, 
eluding  tmcks,  at  my  worldwide  Budget  location  from  2/6/95  tlirough  6/15/95.  For  complete  promotion  details  and  airline  ticket 
strictions,  pick  up  a  Fly  Free  order  fomi  at  selea  U.S.  Budget  locations.  American  Airlines  is  a  registered  trademark  of  American  Airlines,  Inc. 
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THE  TECHNOLOCY 
PARADOX 

How  companies  can  thrive  as  prices  dive 
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Wlieii  Computer  Associates  Inte)-natio}iul  Lie.  tiitro- 
cliieed  0)1  acconutiug  program.  Simply  Money,  in 
I'.iOS,  it  picked  a  daring  price  point  for  its  first 
)n_illion  copies:  zero. 
Tosliiha  Corp.  happily  admits  that  its  foiilicoming  digi- 
tal-movie player  n'ill  )ierer  earn  back  the  i)i vest}n.ent 
ponred  info  if. 


Order  service  from  Tele  port  Comrnanications  Group  In 
and  a  Teleport  crew  will  install  a  dozen-  optical  fibers  wt 
a  million  times  the  capacity  you.  wanted — at  no  ext 
charge. 


Are  these  eomj^anies  crazy?  No,  they're  obeying  a  new 
of  rules — seeming  paradoxes  that  only  make  sense  in  ligt 


The  Bad 

News 

TECHNOLOGY  PRODUCERS' 
STUFF  IS  SELLING 
FOR  PEANUTS 
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AUG.  21, 1987 

IBM  shares  peak  at 
$175,875,  but  the 
microprocessor 
begins  to  siphon 
away  its  profits. 
Price  after  the 
latest  rebound:  $75. 


DEC.  1,1988  AT&T 
projects  the  first  annual 
loss  in  Its  103  years, 
A  $6,7  billion  charge 
includes  $5  billion  to 
write  down  outmoded 
analog  gear. 


DEC.  21, 1994  Supercomputer 
leader  Cray  Research  pro)ects  a  loss 
for  1995  as  it  struggles  to  cope  with 
low-cost  competition. 
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if  the  ongoing  revolution  in  the  price 
;nd  capability  of  digital  technology.  To 
vit:  Computer  Associates  gave  away 
Jimply  Money  software  on  the  theory 
hat  favorable  word-of-mouth  would 
utweigh  the  trivial  expense  of  making 
he  diskettes — and  persuade  customers 
0  buy  upgrades  and  related  programs, 
'oshiba  plans  to  recoup  its  develop- 
fient  cost  for  digital  videodisks  with 
pin-offs  in  other  products,  from  high- 
apacity  audio  players  to  storage  devic- 
s  for  laptop  computers.  As  for  Tele- 
lort:  Optical  fibers  are  so  cheap  that  it 
lakes  sense  to  install  enough  capacity 
0  last  a  lifetime. 

That's  the  technology  paradox:  Busi- 
.esses  can  thrive  at  the  very  moment  when  their  prices  are 
ailing  the  fastest.  "The  only  thing  that  matters  is  if  the 
xponential  growth  of  your  market  is  faster  than  the  expo- 
ential  decline  of  your  prices,"  says  George  M.  C.  Fisher, 
hairman  and  CEO  of  Eastman  Kodak  Co.  The  challenge  is 
normous,  he  says.  "Companies  have  to  project  out:  'How 
/ill  I  be  competitive  in  a  world  (in  which)  technology  will 
e  virtually  free?' " 

'ANISHING  POINT.  High  tech  has  had  its  own  inverted  econom- 
;  logic  ever  since  the  invention  of  the  transistor  at  at&t  Bell 
iaboratories  in  1948:  Power  goes  up  and  price  comes  down  in 
)ckstep.  In  the  past  few  years,  though,  cheap  technology  has 
rossed  an  invisible  threshold  to  assume  a  central  role  in 
conomies  around  the  world.  In  1994,  Americans  spent  more 
n  home  pcs  than  on  TV  sets.  Cyberspace  became  a  middle- 
lass  suburb.  People  magazine  named  Internet  gura  Vinton  G. 


Cerf  one  of  the  25  most  fascinatinu  people 
of  the  year.  Five  thousand  Vietnamese 
owned  digital  cellular  phones.  Wounded  by 
the  microprocessor  revolution,  supeix-om- 
puter  giant  Cray  Research  Inc.  saw  its 
stock  fall  to  barely  10%  of  its  1987  value. 

The  business  world,  in  short,  is  being 
stood  on  its  head.  This  creative  destruction 
has  fractured  rock-solid  principles  of  com- 
merce of  decades  past.  Among  the  casual- 
ties: 10-year  plans  and  deliberate  pacing  of 
product  cycles.  Clear  distinctions  between 
custom  and  mass  markets.  Giant  soup-to- 
nuts  systems  from  single  companies — 
such  as  IBM's  long-dominant  mainframe 
computer  networks. 

The  new  rules  require  more  than  ingenu- 
ity, agility,  and  speed.  They  call  for  redefining  value  in  an 
economy  where  the  cost  of  raw  technology  is  plummeting 
toward  zero.  Sooner  or  later,  this  plunge  will  obliterate  the 
worth  of  almost  any  specific  piece  of  hai'dware  or  software. 
Then,  value  will  be  in  establishing  a  long-term  relationship 
with  a  customer — even  if  it  means  giving  the  first  generation 
of  a  product  away.  This  won't  happen  with  cars  and  other 
products  built  from  bulk  materials  such  as  steel,  but  it's 
already  happening  with  the  electronics  systems  that  are 
increasingly  becoming  an  integral  part  of  these  products. 

No  single  set  of  rules  works  for  every  player.  A  strategy 
of  domination  and  control  befits  the  likes  of  Intel  Corp.  and 
Microsoft  Corp.,  which  own  vital  standards  and  charge  hand- 
somely for  them.  There's  also  money  to  be  made  at  the  oth- 
er extreme,  in  pure  commodities,  from  basic  disk  drives  to 
plain-vanilla  consumer  electronics.  Dynamic  random-access 


How  do  you  assign 
prices  or  value  in 
a  world  where 
quality  is  perfect 
and  nothing 
breaks?" 


The  Good 

News 

IN  SPITE  OF  IT. 
THEIR  REVENUES 
ARE  SOARING 


FEB.  1, 1988  Compaq  Computer  announces 
that  it  has  reached  $1  billion  in  sales  in  five 

years,  iasipf  than  any  company  to  date. 


AUG.  23, 1993 

Nintendo  announces  a 
video  game  machine 
due  in  Iatel995.lt  wil! 
cost  $250  and  contam 
computing  power  that 
would  have  cost  $14 
million  a  decade  earlier 
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memory  (dram)  chips,  for  example,  perhaps  the  purest  exam- 
ple of  a  commodity,  have  once  again  become  the  biggest 
source  of  profit  for  Japan's  hard-pressed  electronics  giants 
as  huge  demand  has  propped  up  their  prices. 

For  most  compa- 
nies, however,  the 
technology  revolution 
dictates  a  middle 
course — latching  on  to  a  standard  rather  than  creating  one, 
and  then  putting  in  a  little  something  extra  to  elevate  one's 
product  above  commodityhood.  Compaq  Computer,  Dell,  and 
Packard  Bell  Electronics  survive  the  PC  wars  by  tweaking  the 
Intel-Microsoft  standard  to  boost  the  speed  or  enhance  ease 
of  use.  Shai-p  Corp.  made  a  best-seller  out  of  an  ordinary  vid- 
eo camera  by  building  a  flat-panel  TV  screen  into  it. 

To  companies  struggling  to  adapt,  this  brave  new  world 
isn't  so  wonderful.  Their  high-tech  crown  jewels  are  sudden- 
ly all  but  worthless,  at&t  has  taken  billions  of  dollars  in 
charges  since  1984  to  get  rid  of  obsolete  jobs  and  equipment. 
IBM,  DEC,  and  Wang  Laboratories  are  still  trying  to  recover 
from  the  blow  dealt  by  the  microprocessor. 

Japanese  companies  have  been  hit  especially  hard.  The 
country's  consumer-electronics  industry  has  been  mired  in 
single-digit  growth  since  the  mid-1980s.  Who  needs  a  $500 
camera  when  disposable  models  come  with  panoramic,  tele- 
photo,  and  underwater  lenses?  Dime-store  digital  watches 
keep  time  as  well  as  costly  chronometers.  And  the  sound  on 
cheap  portable  CD  players  is  so  good  that  savvy  Tokyoites 
plug  them  into  speakers  in  lieu  of  buying  fancy  audio  sys- 
tems. "How  do  you  assign  prices  or  value  in  a  world  where 
quality  is  perfect  and  nothing  breaks?"  asks  Yotaro  Suzuki, 
senior  vice-president  of  the  Japan  Institute  of  Office  Auto- 
mation in  Tokyo. 

FROM  NIBBLE  TO  CHOMP.  The  wave  of  downsizing  that  swept 
the  computer  industiy  is  about  to  come  crashing  down  on 
telecommunications  gear  (page  84).  Companies  such  as  Cisco 
Systems,  Synoj^tics  Communications,  and  Cabletron  Systems 
stole  a  march  on  the  likes  of  AT&T,  Northern  Telecom,  and 
Siemens  with  equipment  that  links  pes  in  networks.  Says 
Daniel  Lynch,  chairman  of  Interop  Inc.,  which  nms  trade 
shows:  "The  new  guys  start  out  nibbhng.  The  big  guys  nev- 
er notice.  And  then,  boom!" 

Successful  strategists  soak  out  costs,  cut  prices,  and  then 
wait  for  business  to  roll  in.  Step  1  is  a  price  decline — say,  in 
DRAM  chips.  At  first  it  causes  chaos,  as  in  the  early  1980s, 
when  American  producers  fled  the  dram  market  amid  cries 
of  Japanese  dumping.  In  Step  2,  the  market  finds  a  new  use 
for  the  cheap  resource.  Case  in  point:  Windows  software, 
which  is  ubiquitous  and  gobbles  megabytes  of  drams.  LTnit 


prices  of  the  chips  may  fall,  but  gross  revenue  soars — a  poin  tm 
that  is  lost  on  those  who  once  again  predict  doom  for  corr 
modify  chipmakers.  The  next  wave  of  chip  demand  will  com  later 
from  the  likes  of  computers  that  obey  si)oken  commands  an  iireni 
communicate  in  3-D  images.  After  that?  Believable  virtm  rsirij] 
reality  and  intelligent  artificial  intelligence.  ir.;je:: 
The  new  rules  of  "techonomics"  practically  guarantee  th£  i-.f)- 
high-tech  product  gluts  will  be  tempoi'aiy.  That's  because  th  tim 
economy  and  society  will  reshape  themselves  to  tak  hui: 
advantage  of  the  cheap  resource,  whether  it's  computers  ths 
talk  or  satellites  that  track  stolen  cars.  Demand  for  digits  tife 
resources — unlike  demand  for,  say,  food  and  clothing — i  jfcoj 
almost  infinitely  elastic.  Witness  the  hockey-stick  shape  c  jeoni 
graphs  plotting  usage  of  online  services.  Marvels  Steve  C;as(  litRii 


president  and  CEo  of  America  Online  Inc.:  "Things  take 
while  to  coalesce,  then  they  explode." 

Even  the  ubiquitous  microprocessor  was  once  seen,  by  ittie, 
own  inventors,  as  a  niche  product.  Intel  co-founder  Gordo 
E.  Moore  rejected  a  1970s  proposal  for  a  home  compute 


The  New  Rules 
Of  The  Game 

The  advent  of  Jree"  technology  is 
forcing  companies  to  master 
some  slippery  concepts. 
Warning:  Not  every  rule  is 
appropriate  for  every  business. 


Products  are  most  valuable 
when  they're  cheapest.  The 

niche  for  high-priced  products  gets  ever 
smaller.  Low  prices  and  high  volumes 
are  the  way  to  go.  Just  ask  Compaq 
Computer. 

Make  money  by  giving  things 
away.  High  tech  loves  shaving  eco- 
nomics— giving  away  the  razor  to  sell 
more  blades.  Mosaic  software  for  the 
Internet  started  out  free.  Now,  its  crea- 
tors sell  it  as  Netscape. 


Teamwork  conquers  all 

complexity  of  the  latest  electron icsjor; 
gets — such  as  digital  satellite  TV 
quires  the  kind  of  collaborative  sy: 
design  that  used  to  be  the  provinc 
general  contractors  on  aircraft,  sh 
and  moon  shots. 


Mass-customize.  To  avoid  th 
too  commodity  trap,  use  agile  man 
turing  techniques  to  make  each  pr 
off  the  line  unique.  That's  how  Dei 
PCs  and  Matsushita  sells  mountainfei 
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lilt  around  an  early  microprocessor.  "I  personally  didn't  see 
.ything  useful  in  it,  so  we  never  gave  it  another  thought," 
■  later  recalled.  In  a  list  of  possible  uses  for  its  2S6  chip 
"itten  before  the  success  of  the  IBM  PC,  Intel  omitted  the 
rsonal  computer,  thinking  instead  of  industrial  automation, 
ansaction  processing,  and  telecommunications.  But  then, 
3tory  is  replete  with  overlooked  opportunities,  from 
crowave  ovens  to  fiber  optics  (table,  page  80). 
The  signs  that  the  old  way  of  doing  business  was  failing 
st  became  apparent  in  the  mid-1980s.  Electronics  seemed 
e  a  dead-end  street.  Intense  global  competition  had  ripped 
ofits  out  of  the  consumer-electronics  industry,  and  the  chip 
d  computer  industries  seemed  destined  to  follow.  Says 
ark  Rosenker,  vice-president  of  the  Electronic  Industries 
;sn.:  "We  were  walking  around  with  our  heads  in  our  hands 
ying,  'My  God,  what's  happening  to  us?' "  Many  theorists 
gued  that  the  only  way  to  win  was  to  emulate  huge, 
rtically  integrated  Japanese  conglomerates,  which  could 
brd  to  make  all  their  own  components,  lose  money  launch- 
^^^^^^^^^^^^^^^^^^^^^  ing  new  products, 

and  weather  debili- 
tating price  wars. 

The  pessimists 
were  proven  wrong. 
By  the  early  1990s,  a 
new  strategy  took 
shape  in  the  chip,  PC, 
and  communications 
wars.  To  survive, 
smart  middle-tier 
companies,  which 
were  neither  owners 
of  a  standard  nor 
p  u  re  c  0  m  m  o  d  i  t  y 
players,  stopped 
focusing  on  the  prod- 
uct alone.  They  start- 
ed concentrating  on 
whole  "  a  r  c  h  i  t  e  c  - 


In  the  '70s,  Intel's 
J  Gordon  Moore  "didn't  see  anything 
useful"  in  building  home  computers 


tures,"  or  grand  schemes  for  integrating  many  products  into 
smoothly  functioning  systems.  The  approach  required  an  inti- 
mate knowledge  of  customer  needs,  the  ability  to  read  tech- 
nology road  maps  three  to  five  years  off,  and  a  willingness  to 
look  beyond  easy  opportunities  in  the  current  mass  market. 

Small  chipmakers  such  as  LSI  Logic,  Cirnas  Logic,  and  VLSi 
Technology  couldn't  sell  a  new  PC  microprocessor:  Intel  had 
that  business  sewn  up.  So  they  took  aim  at  so-called  chip  sets 
that  added  sound  and  visual  effects  for  PCs  and  on  emerging- 
device  areas,  such  as  digital  settop  boxes  that  link  up  to  the 
Information  Superhighway. 

FITTING  IN.  Em-ope  and  Japan  offered  fertile  gTound  for  these 
American  hotshots.  Open  up  a  Canon  single-lens  reflex  cam- 
era, a  Fticoh  fax  machine,  or  a  Philips  Magnavox  television, 
and  you'll  see  specialized  U.  S.  chips.  Sony  Corp.'s  much  ad- 
mired game  machine,  the  Play  Station,  rans  on  a  chip  de- 
signed by  LSI  Logic. 

Companies  don't  have  to  create  a  new  architecture — only 
fit  into  one.  That's  how  C-Cube  Microsystems  gained  leader- 
ship in  the  fast-growing  field  of  digital  signal  compression. 
Managers  didn't  even  think  of  protecting  their  2'/-  years  of 
work  on  a  powerful  video-compression  chip  behind  a  wall  of 
patents  and  copyrights.  Says  C-Cube  founder  Alexandre  Bal- 
kanski:  "The  whole  trick  is  to  get  in  quickly  and  run  as  fast 
as  you  can.  There  are  no 

PCs:  NOT  SO  CHEAP  AFTER  ALL 


/  up  and  waste.  Engineering 
ncy  in  product  design  may  be 
lut  with  computing  and  communi- 
resources  so  cheap  and  speed  to 
[  so  essential,  quick-and-dirty  is 
he  best  route. 

t  fear  gluts.  Demand  for  indi- 
products  rises  and  falls,  but  hun- 
such  things  as  computing  power 

he  long  term,  insatiable.  Memory 

are  fantastically  profitable  despite 

'Owly  "commodities." 


The  initial  purchase  price  of  a 
corporate  personal  computer 
accounts  for  only  10%  of  its 
lifetime  cost.  The  rest:  trouble- 
shooting, administration, 
software,  and 
training. 
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TOTAL  FIVE-YEAR 
COST  PER  PC  USER 
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birthrights." 

Digital  satellite  T\ 
provides  a  glimpse  of 
the  strategies  that  will 
work  in  the  future.  A 
band  of  companies  led 
by  General  Motors 
Corp.'s  Hughes  Elec- 
tronics began  planning 
it  four  yeai's  ago  after 
calculating  that  the  nec- 
essary components — 
then  far  too  costly — 
were  about  to  become 
affordable.  They  were 
right:  Partner  rca,  a 
unit  of  France's  Thom- 
son, was  able  to  offer  a 
home  dish  and  decoder  starting  at  $699.  Since  last  June,  more 
than  400,000  American  homes  have  signed  up. 

The  confidence  to  take  the  gamble  on  satellite  TV  came 
from  the  designers'  familiarity  with  the  unique  economics  of 
silicon.  Every  18  months  or  so,  improvements  in  chipmaking 
technology  make  it  possible  to  double  the  performance  of  sil- 
icon at  no  increase  in  price.  More  compact  circuitry  makes 
chips  faster  because  electrons  have  less  distance  to  travel. 
And  as  chips  get  smaller,  more  of  them  can  be  stamped  out 
of  the  same  slice  of  silicon.  Consequently,  single  chips  have 
taken  over  functions  that  used  to  be  performed  by  refriger- 
ators full  of  diodes,  triodes,  and  capacitors.  And  chipmakers 
have  assumed  roles  once  performed  by  a  wide  range  of  com- 
panies, from  makers  of  discrete  electronic  components  to 
suppliers  of  software.  "The  food  chain  is  collapsing,"  says  Gil- 
bert F.  Amelio,  ceo  of  National  Semiconductor  Corp. 

The  ascent  of  chips  means  that  rules  of  play  that  originat- 
e(i  in  Silicon  Valley  are  governing  an  ever  growing  segment 
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of  the  economy.  Around  2000,  high-volume  microprocessors 
will  crack  the  "bips  barrier" — execute  more  than  a  billion 
instructions  per  second.  That  will  provide  a  playground  for 
designers  to  come  up  with  an  almost  limitless  range  of  prod- 
ucts, from  holograph- 
ic videoconferencing 
to  Oracle  Corp.  ceo 
Lawrence  J.  Ellison's 
pet  craving — a  personal  digital  assistant  that  alerts  your  car- 
diologist if  your  company's  stock  falls.  But  manufacturers 
beware:  These  miraculous  devices  will  be  subject  to  the  same 
punishing  cost  curves  as  pes  and  cellular  phones. 

Advances  in  optic  fiber  will  mirror  the  miracles  in  silicon. 
Engineers  continually  ui.»gi'ade  the  capacity  of  hair-thin  glass 
fibers  by  jacking  up  the  pulse  rate  and  splitting  the  light 
beams  that  carry  information  into  multi- 
ple wavelengths.  Already,  the  cost  of  car- 
rying one  more  phone  call  is  practically 
zero,  making  the  call  a  tricky  product  to 
price.  Some  long-distance  carriers  have 
even  adopted  "postal  pricing,"  in  which 
the  cost  of  a  three-minute  call  is  the  same 
anywhere  in  the  continental  U.  S. 

The  same  is  true  of  software.  The 
incremental  cost  of  manufacturing  one 
more  diskette  or  cd-rom  containing  soft- 
ware is  close  to  zero.  Consumers  know 
that,  which  is  why  many  feel  justified  in 
making  illegal  copies.  Some  idealistic  pro- 
grammers, like  those  affiliated  with  the 
Free  Software  Foundation  in  Cambridge, 
Mass.,  even  argue  that  copying  should  be 
free.  To  help  counter  that  movement,  soft- 
ware publishers  know  they  must  give  customers  something- 
more  than  a  platter  of  bits.  Makers  of  mainframe  software  are 
stressing  customization  or  24-hour  maintenance  agree- 
ments. Entertainment-software  companies  are  acting  Hke 
magazine  publishers,  building  brand  names  by  churning  out 
titles  frequently  at  easy-to-swallow  prices. 
"SPLENDID"  PIRATES.  There's  an  old  joke  about  a  dim  manag- 
ei-  who  brags  to  his  boss  that  their  company  is  losing  money 
on  every  sale — but  making  it  up  on  volume.  In  the  era  of 
"ft-ee"  technology,  that  manager  doesn't  seem  so  stupid  any- 
more. With  the  production  cost  of  hardware  and  software  so 
low  in  comparison  to  the  development  cost,  it  actually  can 
make  sense  to  give  stuft'  away  in  oixler  to  establish  a  market 
toehold  and  start  a  profitable  long-tei'm  relationship. 

Michael  Goldhaber,  president  of  the  San  Francisco-based 
Center  for-  Technology  &  Democracy,  sees  these  grabs  for 
mind  share  as  the  early  manifestations  of  a  coming  high-tech 
"attention  economy"  in  which  attention  from  others  is  the 


i 


Is  an  "attention 
economy"  emerg- 
ing in  which  mind 
share  will  be  the 
most  valuable 
commodity? 


scarcest  and  hence  the  most  valuable  commodity.  Mai 
sense:  Bits  and  bytes  are  virtually  unlimited,  but  there  ; 
still  only  24  hours  in  a  day. 

Media  baron  Rupert  Murdoch  understands  that. 
India,  pirates  steal  the  signal  from  News  Corp.'s  Star  tv  s£ 
ellite  and  profit  by  reselling  the  programs  to  people  ov 
cable.  "Some  cynics  have  said  this  will  be  fatal  for  Star.  V 
disagi-ee,"  Murdoch  said  in  a  speech  last  year  in  Melbourr 
His  logic?  The  pirates — or  "splendid  entrepreneurs,"  in  I 
words — are  simply  broadening  the  potential  market  for  St 
TV  and  allowing  Murdoch  to  raise  advertising  rates. 

If  attention  is  the  most  precious  resource  in  a  free-te 
economy,  then  it  makes  sense  to  throw  battalions  of  che, 
bits  into  capturing  a  share  of  it  by  making  products  exciti: 
easy  to  use,  or  pi-eferably  both.  Work  on  the  interf; 

between  human  and  machine  alrea^ 
consumes  three-quarters  of  the  devel 
ment  work  on  electronic  products,  sa; 
Gary  A.  Curtis,  a  Boston  Consult i 
Group  Inc.  vice-president  and  leadei-  • 
its  worldwide  information-technolo;,- 
practice.  Nonetheless,  technology  keek 
getting  more  costly  in  terms  of  the  tii| 
required  to  master  it.  Consultant  Ga 
nei-  Group  Inc.  calculates  that  the  li 
time  cost  of  owning  an  ordinary  corf 
rate  PC — troubleshooting,  training,  a 
all — comes  to  more  than  $42,000. 

In  Goldhaber's  attention  econon 
attention  is  reciprocal:  Producers  get 
from  consumers  by  showering  it 
them.  Success  will  hinge  on  "lettiB"" 
customers  define  what  they  want 
buy,"  then  building  it  to  order,  says  PtOger  N.  Nagel,  depi; 
director  of  Lehigh  University's  lacocca  Institute.  The  cost 
the  parts  will  be  almost  incidental  to  the  price  of  the  fii 
package,  which  includes  service  and  follow-up  modificatio: 
Those  who  offer  attractive  packages  can  virtually  give  aw 
their  hardware,  says  Nagel:  "Tomorrow's  factories  will  s 
customer  gratification,  not  things."  * 

Ultimately,  companies  will  "mass-customize"  their  pre.- 
ucts,  which  means  serving  the  mass  market  with  produfl^ 
that  are  nonetheless  tailored  to  individuals.  Dell  Computr 
Corp.  already  bundles  each  PC  with  software  and  periph(i:* 
als  that  the  customer  demands — a  level  of  customization  p| 
viously  reserved  for  cars  and  houses.  The  goal  is  to  livej 
a  commodity  marketplace  without  serving  up  a  commodij 
Says  Kodak's  Fisher:  "Every  unit  coming  down  the  IS 
should  be  capable  of  being  different  from  the  one  that  p^ 
ceded  it." 

This,  aftei'  all,  is  where  the  -Japanese  went  astray.  Mil 


m 


How  Little 
They  Knew 

Technologies  begin  life  fragile,  costly, 
and  only  marginally  useful.  Plas- 
tic's original  use  was  for  a  Rolls- 
Royce  gear-shift  knob.  Aluminum 
started  out  as  jewelry  Inventions 
become  widely  applied  when  their 
quality  goes  up  and  their  price 
comes  down — a  pattern  most  ob  vi- 
ous in  electronics.  Some  examples: 


<  MICROWAVES 

Microwaves  came 
into  use  for  radar 
in  the  1930s,  res- 
taurant cooking  in 
the  1950s,  and 
home  cooking  m 
the  1960s.  Soon, 
longer-wavelength 
radar  on  a  chip 
will  sense  when 
an  infant  stops 
breathing. 


▲  TRANSISTORS 

Early  transistors  couldr 
match  the  speed  and  fij 
of  vacuum  tubes,  whict 
are  nearly  museum  pieJ 


80  BUSINESS  WEEK  /  MARCH  6,  1995 


their  electronics  universe  is 
lalog  and  electromechanical,  with 
gh-priced  paraphernalia  of  spin- 
ng  platters,  motors,  shutters, 
id  lenses  that  take  teams  of 
■.perts  to  modify  or  enhance.  So 
(lile  American  companies  rushed 
rv/ard  with  customized,  multi- 

nction  chips  that  formed  the  heart  of  high-value,  new  prod- 
it  categories,  Matsushita,  Sony,  and  Sanyo — the  original 
mmoditizers — were  endlessly  mired  in  low-margin  "box 
isinesses."  Their  VCRS  and  microwave  ovens  could  not 
:ploit  the  economies  of  the  silicon  curve. 
Nintendo  Co.  was  one  of  the  first  to  find  a  path  out. 
'here's  no  way  to  charge  a  premium  on  hardware,"  says 
intendo  President  Hiroshi  Yamauchi.  So  the  world's  lead- 
g  video  game  company  charted  a  business  model  in  which 
e  game  consoles  would  be  "given  away"  to  consumers  at 
St,  or  even  below,  to  boost  sales  of  software.  Virtually  all 
Nintendo's  considerable  profits  flow  from  sales,  license  fees, 
id  manufacturing  charges  on  the  game  software. 
Free  technology  demands  that  engineers  learn  a  whole 
iw  discipline;  wastefulness.  Makers  of  custom  logic  chips 
gularly  stitch  together  quick  and  loose  designs  on  silicon, 
uandering  what  used  to  be  precious  "real  estate"  on  the 
ip,  to  get  products  to  market  faster.  It's  hard  on  design- 


DEAD  END 


The  Japanese- 
style  company  ceased  to  be  a 
model  for  success 


ers  who  take  pride  in  writing 
tight  code  and  building  efficient 
systems.  But  why  waste  time  and 
effort  making  efficient  use  of 
something  that  isn't  scarce?  The 
logic  also  applies  to  software. 
Microsoft's  Windows  95  will  be 
huge  and  slow  on  today's  PCs.  But 
Microsoft  knows  that  customers  will  simply  buy  new  comput- 
ers or  add  memory  to  their  old  ones. 

To  be  sure,  there  will  always  be  some  sectors,  such  as  vid- 
eo transmission  today,  where  shortages  of  capacity  make  effi- 
ciency a  winning  strategy.  Efficient  software  for  data  and 
video  compression,  for  instance,  is  a  boom  industry.  But  com- 
pression only  creates  more  room — on  a  disk  or  over  a  phone 
line — for  some  other  programmer  to  be  creatively  wasteful. 

While  free  technology  makes  room  for  creativity,  it  also 
intensifies  global  competition.  Cheap  communications  mean 
chipmakers  in  Silicon  Valley  can  farm  out  work  to  Taiwan  or 
Tel  Aviv.  "We  have  no  monopoly  in  this  country  in  1994  on 
technology  smarts  and  capabilities,"  says  Warren  McFarlan, 
senior  associate  dean  of  Harvard  B-school.  A  visit  last  sum- 
mer to  four  software  companies  in  New  Delhi  opened  his  eyes: 
"They  are  dominated  by  Harvard  and  mix  PhDs  and  are  ev- 
ery bit  as  good  as  any  firm  I've  looked  at  in  the  U.  S." 
Yet  it's  misguided  to  wori'y  that  in  a  free-tech  economy,  all 


TERNET 

I's  worldwide  Internet  for 
luter  communications  is 
itgrowth  of  a  U.S.  mili- 
letwork  designed  to  sur- 
I  Soviet  nuclear  attack. 


A  SOUND  RECORDING 

Music  was  way  down  on  Thomas 
Edison's  list  of  uses  for  the 
phonograph.  No.  1:  A  dictating 
machine  for  letter  writers. 


►  OPTICAL  FIBERS 

When  Narinder  S.  Kapa- 
ny  made  the  first  optical 
fibers  in  1952,  they 
could  carry  light  only  a 
few  feet.  The  first  use 
was  to  probe  inside  th* 
body.  Then  came  low- 
loss  fibers.  Says  Kapa- 
ny:  "The  horizons  are 
just  as  exciting  if  not 
more  than  they  were 
40  years  ago." 
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PRIME  SEATS  ARE  STILL  AVAILABU 
FOR  THE  SPORTING  EVENT 
OF  THE  YEAR.  r 


-^nn.riimiMTiimiiiiitirimi'minmtiiiMntntBmr^ 


INTRODUCING 
THE  NEW  FORD 
TAURUS  SE 

It's  the  Taurus  with  a  decidedly  sporty 
edge.  Taurus  SE's  cast  aluminum  wheels, 
new  clear  lens  headlamps  and  available 
spoiler  make  a  serious  statement  of  style. 
Inside,  the  SE  has  a  long  list  of  driver- 
friendly  touches.  Even  air  conditioning 
comes  standard.  And,  of  course,  Taurus  SE 
idso  gives  you  the  added  safety  of  standard 
dual  air  bags  to  supplement  safety  belts 
tor  the  front  passenger  as  well  as  the 
driver,  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn't  end  there. 
Tliere's  a  refined  powertrain  that  delivers 
an  especially  smooth  performance  from 
the  computer-controlled  V-6  engine. 
And  when  it  comes  to  value,  Taurus 
performs  equally  as  well,  as  a  better 
value  than  its  leading  competition! 

FORD'S  ROADSIDE  ASSISTANCE.  * 
Help  is  only  a  toll-free  call  away  if  you 

should  have  a  flat  tire,  get  locked  out 

or  simply  run  out  of  gas. 
The  new  Taurus  SE.  Sit  back,  relax  and 

enjoy  the  sporting  event  of  the  season. 

FORD  TAURUS 
AMERICAS  BEST-SELLING  CAR. 
AGAIN. 


HAVE  YOU  DRIVEN 
AFORDUTELY? 


manufacturing,  service,  and  even  engineering  jobs  might 
migrate  to  low-wage  nations.  Where  product  cycles  are  short- 
est, such  as  in  pes,  factories  have  remained  inside  the  biggest 

markets — such  as  the 
U.  S.  and  Japan — to 
save  shipping  time. 
Engineers  also  prefer 
to  be  close  to  the  largest,  most  sophisticated  markets.  Taiwan's 
Acer  Inc.,  one  of  the  most  aggressive  PC  price-cuttei-s,  is  mov- 


Cover  Story 


ing  most  of  its  assembly  for  the  U.  S.  market  to  San  Jose 
Information  technologies  vdll  never  be  literally  free — ^ju" 
when  they  start  to  seem  so,  someone  finds  a  way  to  consu' 
so  much  that  they  start  to  seem  scarce  all  over  again.  The 
the  cry  goes  out  for  still  more  capacity  and  speed.  That  vii 
tuous  cycle  promises  to  keep  rolling  as  long  as  there  are  pe 
pie  with  the  imagination  to  envision  something  better. 

By  Neil  Gross  and  Peter  Coy  with  Otis  Port  in  New  Yor 
with  bureau  reports 


TELECOM:  CAN  THE  OLD  GUARD  SWITCH  GEAR? 


A telephone-company  switch 
looks  almost  like  a  main- 
frame computer.  It's  a  huge 
metal  cabinet  in  a  locked  room, 
costs  milhons  of  dollars,  and  has 
thousands  of  wires  leading  out  of 
it.  The  companies  that  make 
them — such  as  AT&T,  Northern 
Telecom,  Siemens,  Alcatel,  and 
Fujitsu — have  noticed  the  simi- 
larity. And  given  the  mainframe's 
sorry  state,  the  compai'ison  terri- 
fies them.  Says  Hari^  Newton,  a 
New  York  telecommunications 
consultant  and  publisher:  "This  is 
the  last  and  largest  major  indus- 
ti-y  that's  reassessing  eveiy 
assumption." 

The  traditional  manufacturers 
of  telecom  equipment  ai-e  about 
to  get  zapped  by  the  new  rules 
of  the  game.  They're  accustomed 
to  product  cycles  lasting  20 
years.  They  ai'e  used  to  making- 
big  profits  from  software  up- 
grades that  no  one  else  can  sup- 
ply. And  the  only  things  they 
give  away  are  canapes  and  cock- 
tails to  phone-company  purchas- 
ing managers. 

To  be  sure,  the  switching  business 
is  stiU  healthy.  AT&T's  Network  Sys- 
tems unit  posted  a  20%  gain  in  reve- 
nue last  year.  China  alone  anticipates 
buying  switches  to  serve  10  million 
new  phone  lines  a  year.  And  change 
tends  to  come  slowly:  Phone  service 
is  too  vital  to  be  trusted  to  the  latest 
untested  "hot  box." 
WAVE  UPON  WAVE.  For  all  that,  old- 
line  companies  smell  change.  They 
know  that  their  products  are  vulner- 
able to  the  same  punishing  cost 
curves  as  computers.  Plentiful  ca- 
pacity over  optical  fibers  makes  new 
types  of  equipment  feasible,  while 
deregulation  is  luring  in  new  service 
providers  that  are  willing  to  try 
different  suppliers.  "You  have  three 
or  four  waves  of  technology  coming, 
all  in  the  context  of  multibiUion- 
dollar  investment  plays,"  says  Pat- 
rick Courting  ceo  of  ComStream 


ZAPPED 


Optical  fiber 
is  changing  the  rules 
for  switchmakers 

Inc.,  a  San  Diego-based  manufactur- 
er of  digital  transmission  gear. 

AT&T  and  its  ilk  have  already 
largely  missed  the  booming  mai'ket 
for  data-netwoi-king  gear  from  com- 
panies like  Cisco  Systems,  Cabletron 
Systems,  and  Bay  Netwoi'ks.  The 
old  guard  thinks  it  can  recoup  lost 
ground  with  asynchronous  transfer 
mode  (ATM),  which  is  capable  of  mix- 
ing voice,  data,  and  video  traffic. 
The  big  switchmakers  have  poured 
hundreds  of  millions  of  dollars  into 
ATM  development.  Yet  so  far,  most 
sales  have  been  in  office  networks, 
where  smaller  companies,  such  as 
Newbridge  Networks  Inc.,  have  gob- 


bled up  the  orders.  Finland  leads 
the  world  in  per-capita  deploy- 
ment of  ATM  in  public  networks, 
yet  it  has  bought  virtually  none 
of  its  gear  from  the  big-name 
players.  Instead,  Juha  Heinanen, 
technology  director  for  Telecom 
Finland,  has  installed  smaller 
ATM  switches  from  such  compa- 
nies as  General  DataComm  in 
Middlebury,  Conn.  Says  Heina- 
nen: "You  buy  a  big  switch,  and 
it's  obsolete  almost  instantly.  A 
small  one,  you  can  find  a  place  to 
move  it  where  the  new  require- 
ment isn't  so  important." 

"DO  YOU  CARE?"  Lightly  popu- 
lated Finland  may  not  be  a  typi- 
cal case.  Yet  the  core  business  of 
circuit  switching  is  also  under  at- 
tack. Dozens  of  small  companies 
are  building  cheap  switches  from 
the  innards  of  personal  comput- 
ers. They're  shghtly  less  reliable, 
but  that  may  be  0.  K.  for  certain 
price-sensitive  applications. 
Meanwhile,  Microsoft,  IBM,  and 
Novell  are  pushing  standards 
that  give  computers  control  over 
costly  office  phone  switches  called 
PBXes.  Once  the  computer  is  in 
charge,  asks  Russell  W.  Bell,  a  mar- 
keting director  at  Advanced  Micro 
Devices  Inc.,  "do  you  care  if  the  PBX 
is  made  by  AT&T  or  XYZ?" 

To  be  sure,  there  will  always  be  a 
role  for  large,  complex  svdtches  of 
the  type  made  by  AT&T,  Siemens,  and 
the  like.  Plus,  those  giants  retain  un- 
paralleled expertise  in  managing  net- 
work design  and  constraction.  They 
also  understand  how  to  guard  net- 
work reliability.  Says  Hairy  Bosco, 
the  top  engineer  for  AT&T  Network 
Systems:  "You  can't  just  throw  it  all 
in  the  air  and  say,  'We'll  change  the 
whole  dii'ection  overnight.' "  True 
enough.  But  cheap  and  fast  always 
seem  to  win  out.  If  these  giants  don't 
move  quickly,  they  may  end  up  fol- 
lowing someone  else. 

By  Peter  Coy  and  Neil  Gross  in 
New  York 
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LVT'hen  the  world  asked  for  color, 
W  Canon  responded  with  the 
evolutionary  Color  Laser  Copier. 
Today  Canon  is  answering  your  color 
leeds  with  another  visionary  advance- 
he  Canon  Color  Laser  Copier  800 
ind  700  color  solutions. 

This  extraordinary  breed  of 
:opiers  produces  images  so  sharp,  so 
'ivid,  they're  virtually  indistinguish- 
ible  from  the  original.  And  Canon 
:opiers  are  highly  productive,  too. 

They  make  a  swift  seven  full- 
:olor  copies  per  minute  on  a  variety 
)f  materials  including  card  stock. 


Auto-feed  OHP  transparencies 
efficiently  by  cassette.  Make  multi- 
page  documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color 
Laser  Copier  800  is  the  first  color 
copier  ever  to  offer  Auto  Duplexing 
for  automatic  two-sided  copies. 

You  can  also  transform  these 
exceptional  color  copiers  into  ultrafast, 
full-color,  plain  paper  printers  with 
optional  print  controllers  and  Intelli- 
gent Processing  Units  (IPUs),  so  you 
can  make  brilliant  color  output  directly 
from  your  computer  or  network. 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't.  Canon 
says  you  can. 


)  1995  Qnon  U.S.A.,  Inc. 
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BLUM: 
TOUGH 
EVEN  FOR 
A  SWISS 
BANKER 


m 


consider  myself  a  liard  iiiaii.  Per- 
haps that's  why  I  drive  the  peo- 
ple ai'ound  me  so  hard,"  says 
Swiss  Bank  Corp.  ceo  Georges 
Blum.  "I  sup])ose  that  is  why  I  am  occa- 
sionally typecast  as  a  tough  guy." 

"Occasionally"  is  putting  it  mildly. 
Ever  since  he  took  over  from  his  re- 
served predecessor,  Walter  G.  Frehner, 
in  1993,  Blum  has  been  pushing  through 
a  cultural  revolution  that's  shaking  his 
.$170  billion,  123-year-old  bank  to  its 
core.  He  is  trying  to  shock  it  out  of 
decades  of  lethargy  and  build  an  Amer- 
ican-style global  trading  and  in\'estment 
bank  from  scratch.  With  the  likes  of 
J.  P.  Morgan  &  Co.  and  Goldman,  Sachs 
&  Co.  as  his  models,  Blum's  audacious 
goal  is  to  vault  Swiss  Bank  into  "the  toj) 
bracket"  of  10  investment  banks  he 
thinks  will  dominate  global  finance  by 
the  decade's  end. 

YANKEE  TRADERS.  With  the  global  bond 
market  ailing,  this  isn't  the  easiest  time 
to  try  to  make  a  big  splash  in  invest- 
ment banking.  But  Blum,  60,  is  taking  a 
novel  tack.  He  is  betting  he  can  leajjfrog 
other  big  banks,  some  with  more  ca])ital 
and  others  with  closer  client  relation- 
ships. To  pull  this  off,  Blum  is  tiu-ning  to 
a  high-tech  swat  team  of  American 
traders,  quantitative  analysts,  and  bare- 
knuckle investment  bankers  to  perform 
a  "'radical  transfoirnation,"  says  cvo  Pe- 


Blum's  Achievements,  and 
the  Hurdles  Ahead  =i 


DOMESTIC  RETAIL  BANKING 

ACHIEVEMENTS  With  the  Swiss  market 
stagnating,  Blum  has  slashed  costs  and 
introduced  new  products  to  boost  revenues. 

CHALLENGES  That  may  not  be  enough. 
Some  say  he'll  have  to  buy  a  smaller  pri- 
vate bank  to  secure  higher  returns. 


ter  A.  Wuffli,  a  37-year-okl  former 
McKinsey  &  Co.  banking  consultant. 

To  many  observers,  such  a  transfor- 
mation was  long  overdue.  In  the  1980s, 
the  bank  seemed  to  lose  its  way  amid 
intensifying  competition  and  a  slew  of 
bad  real  estate  and  takeover  loans. 
Even  then,  says  international  banking 
chief  Marcel  Ospel,  44,  "we  wanted  to 
be  a  different  Idnd  of  animal."  Tliat  real- 
ization drove  the  bank  in  1991  to  pur- 
chase one  of  the  top  U.  S.  options-trad- 
ing groups,  Chicago-based  O'Connor 
Partnerships.  Blum  built  on  that  plum 
by  shelling  out  $750  million  in  stock  late 
last  year  to  purchase  Brinson  Partners 
Inc.,  a  $36  billion  global  asset  manage- 
ment firm  that  also  hails  from  Chicago. 
With  staffers  from  O'Connor  and  Brin- 
son now  assuming  responsibility  for 
huge  portions  of  the  bank's  internation- 


al business,  llie  aciiUJ.-^iUnns  are  quick 
making  the  bank  "more  American  thj 
it  is  European,"  says  Deputy  Chief  E 
ecutive  Johannes  A.  de  Gier. 

The  Yank  influence  on  the  bank's  ei 
tui'e  has  become  so  pervasive  that  son 
have  begun  referring  to  the  moves  as 
reverse  takeover  by  the  Chicago  trade 
and  money  managers.  The  America)  ■  s; 


do  little  to  refute  that  notion.  "It  hasr 
been  a  takeover,"  says  former  O'Co 
nor  chief  John  Dugan.  "It's  a  makeove: 
Still,  Swiss  Bank  has  managed  to  i 
tain  its  foundation  of  Old  World  gol 
Based  in  the  ancient  Rhine  River  city 
Basel,  the  bank  boasts  a  rock-solid  ca  njim;; 
ital  base,  a  AAA  credit  rating,  steat 
streams  of  revenue  from  as  much 
$300  billion  in  private-banking  accoum 
and  a  roster  of  blue-chip  commerci 
banking  customei's  on  both  sides  of  t 
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iantic.  Many  investment  bankers  be- 
/e  that  if  anybody  can  muscle  into 
'  investment-banking  turf  dominated 
Ameiicans,  it  will  be  the  big  Swiss 
iks.  But  doing  so  is  exposing  Blum's 
;rations  more  than  ever  to  the  inood 
ings  of  the  global  money  market. 
Lately,  these  swings  have  taken 
iss  Bank's  pi'ofits  on  a  wild  lide:  Af- 
a  huge  siu-ge  in  profits  duiing  199o's 
bal  bull  market  in  bonds  and  deriva- 
3S,  earnings  collapsed  in  1994  when 
S.  interest  rates  soared.  Some  ana- 
ts  expect  that  when  the  bank  releas- 
its  results  on  Mar  15,  profits  will  be 
vn  by  35%  or  more.  Other  big  play- 
in  trading  and  derivatives  such  as 
dman  Sachs,  J.  P.  Morgan,  and  Bank- 
'fi'ust  also  were  battei'ed  by  higher 
es.  But  international  banking  chief 
Del  warns  that  going  head  to  head 
h  these  and  other  top  U.  S.  competi- 


RADiNG 

IHIEVEMENTS  Blum  bought  Chicago's 
rttest  options  house,  O'Connor  Partner- 
lips,  and  spread  its  staff  around  the 
arid — making  Swiss  Bank  one  of  the 
orld's  most  technologically  savvy  traders. 

WLENGES  Even  the  Chicago  PhDs  could 
>t  overcome  the  weight  of  last  year's  bond- 
arket  collapse  and  emerging-market  rout, 
ading  volume  and  earnings  are  sagging. 

3  will  be  "a  costly,  bloody  exercise  for 
next  thi'ee  to  five  years."  And  that's 
king  investors  nervous. 
5wiss  Bank's  profits  are  already  back 
whei'e  they  were  five  years  ago,  and 
shares  are  now  trading  at  only  80% 
book  value,  estimates  analyst  Hans 
ufmann  of  Zurich's  Bank  Julius  Baer. 
pel  says  he  is  not  worried  about 
ire  prices,  as  long  the  bank  is  profit- 
e  and  able  to  finance  its  investments 
new  technology.  But  Swiss  analysts 
■  the  bank  could  now  be  \ailnerable  to 
akeover — something  that  would  make 
icemeat  of  Blum's  gTand  design. 
ifOlM  BRIGADE.  Blum,  a  34-year  Swiss 
nk  veteran  who  converses  comfoil- 
y  in  five  languages,  appears  to  be 
fazed.  He  pledges  to  double  the 
ik's  anemic  return  on  ecjuity  to  15%' 
.hin  four  years,  period.  "Some  say 


we  should  fix  goals  of  lU  to  20  years," 
he  says  during  an  interview  in  his  office 
bedecked  with  Abstract  Expressionist 
art.  "But  when  you  do  that,  you  have  no 
action.  And  I  need  action." 

Action  is  what  he  is  getting.  Blum 
scrapped  the  bank's  6,500-person  inter- 
national division's  regional  fiefdoms  in 
favor  of  a  worldwide  management  stiuc- 
ture  organized  around  pi'oduct  lines.  As 
O'Connor's  young,  blue  jeans-clad  part- 
ners have  taken  up  posts  in  Zurich, 
London,  Basel,  and  other  cities,  a  star- 
tling culture  change  has  taken  root. 
Along  with  new  products,  the  Ameri- 
cans have  brought  new  ideas  on  using 
derivatives  in  investment  banking.  They 
have  also  injected  a  much-needed  dose 
of  entrepreneurial  spirit  into  the  loan- 
on'ented  international  division.  And  they 
have  moved  into  many  poweiful  jobs. 

All  28  O'Connor  partners  joined  the 

GLOBAL  INVESTMENT  BANKING 

ACHIEVEMENTS  The  Federal  Reserve  m 
December  gave  Swiss  Bank  the  nod  to  do 
full-scale  debt  and  equity  underwriting  in 
the  U.S.  Blum  envisions  a  flood  of  new 
products — and  steady  growth. 

CHALLENGES  Derivatives  have  a  bad  name 
lately;  Wall  Street  is  in  a  severe  slump.  The 
bank  has  drawn  allegations  of  insider  trad- 
ing in  London.  It  denies  wrongdoing. 


his  exercise  to  see  where  Swiss  Bank 
could  obtain  maximum  l  etunis. 

The  makeover  has  boosted  the  bank's 
market  strength  in  crucial  areas.  Al- 
ready a  leading  Eurobond  undervniter, 
it  has  used  its  O'Connoi'  ties  to  move  to 
the  top  r-anks  of  dealers  in  foi-eign  ex- 
change options — a  mainstay  of  corpo- 
rate cuirency  hedging  pi'ograms.  How- 
ever, it  has  been  in  what  de  Gier  calls 
"the  gi'ay  area"  between  traditional  eq- 
uity markets,  derivatives,  and  coiporate 
finance  that  Swiss  Bank  has  most  in- 
tently focused  its  high-tech  firepower. 
Nothing  illustrates  this  better  than  the 
bank's  current  efforts  to  help  Ti-afalgar 
House  PLC,  a  British  real  estate  devel- 
oper that's  mounting  a  $2  billion  hostile 
takeover  bid  for  Northern  Electric  PLC, 
a  large  utility. 

Swiss  Bank  made  it  easy  for  Trafal- 
gar to  accumulate  its  initial  stake  in 


bank  as  managing  directors  or  better. 
Half  of  the  seats  on  the  board  that  mns 
the  bank's  international  division — the 
focus  of  Blum's  transfonnation  efforts — 
have  gone  to  Americans.  And  two  of 
the  Windy  City  imports — Dugan  and 
Brinson  Partners  foundei-  Gaiy  P.  Brin- 
son — were  named  to  Swiss  Bank  Coip.'s 
15-member  executive  board. 

As  Blum's  reorganization  has  gained 
momentum,  executives  from  top  to  bot- 
tom have  begim  following  an  American 
management  maxim:  Offei'  shareholder 
value.  Wuffli  has  launched  an  investiga- 
tion to  detennine  how  each  of  the  bank's 
businesses  might  be  priced  by  such 
shareholder  value  proponents  as  mave- 
rick Zuiich  financier  Martin  Ebner,  who 
has  tried  to  force  changes  at  Union 
Bank  of  Switzerland  by  pui'chasing  large 
blocks  of  its  stock.  Wuflli  wants  to  use 


MONEY  MANAGEMENT 

ACHIEVEMENTS  Blum  wound  up  1994  by 
purchasing  Chicago-based  Brinson  Part- 
ners, one  of  America's  most  successful 
global  asset  managers.  Brinson  will  take 
over  Swiss  Bank's  own  international  mon- 
ey management  business. 

CHALLENGES  Critics  say  Brinson's  hefty 
$750  million  price  tag  means  the  deal  will 
take  several  years  to  pay  off. 

Northern  Electric  by  selling  the  devel- 
oper call  options  on  shares  of  Northern 
and  several  other  utilities.  The  options 
contracts  gave  Ti-afalgar  the  right  to 
buy  the  utilities'  stock  at  a  fixed  price. 
The  deal  also  avoided  tipping  the  mar- 
ket that  a  takeover  was  on  the  way. 
Wlien  Ti'afalgar  announced  its  bid  for 
Northern  on  Dec.  19,  electric  utility 
share  prices  jumped  across  the  board, 
enabling  Ti-afalgai'  to  walk  away  with  a 
$12  million  profit  as  it  exercised  its  op- 
tions. But  the  deal  raised  howls  from 
other  traders.  They  complained  that 
Swiss  Bank's  market-makers,  who  sold 
the  options  to  Trafalgar,  had  also  been 
secretly  accumulating  huge  stakes  in 
the  utilities  for  the  bank's  own  account. 

Whether  these  purchases  were  de- 
signed to  fuither  Ti-afalgar's  bid  or  reap 
big  profits  for  the  bank  is  now  the  sub- 
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ject  of  controversy.  The  London  Stock 
Exchange  had  previously  cleared  the 
options  contracts.  And  the  bank  notes 
that  its  traders,  as  market-makers  in 
active  stocks,  were  not  required  to  pub- 
licly disclose  their  holdings.  But  the  Se- 
curities &  Futures  Authority,  which  reg- 
ulates the  bank's  securities  unit,  is  now 
considering  whether  its  traders  violated 
insider-trading  rules.  In  a  statement, 
Swiss  Bank  says  that  "there  is  no  ques- 
tion of  any  breach  of  insider  trading 
legislation." 

HELPFUL  HAND.  Whatever  the  outcome,  a 
willingness  to  employ  novel  techniques 
is  destined  to  become  a  hallmark  of 
Swiss  Bank's  approach  to  corporate  fi- 
nance. Well  aware  of  the  roasting  Bank- 
ers Trust  New  York  Corp.  has  taken 
for  flogging  high-risk  derivatives  to  un- 
wary treasurers,  Ospel  is  pushing  his 
bankers  to  open  their  computer  models 
to  chief  financial  officers  in  need  of  so- 
phisticated advice. 

Every  two  months,  for  example,  the 
top  financial  executive  at  one  U.  S.  con- 
glomerate rans  his  roster  of  $3  billion 
worth  of  derivative  contracts  through 
the  model  Swiss  Bank  uses  to  evaluate 
its  own  portfolios.  The  object:  to  find 
hidden  risks  he  might  not  discover  on 
his  own.  "This  is  the  kind  of  analysis 
someone  our  size  just  doesn't  have  ac- 
cess to,"  says  the  CFO.  "I've  asked  other 
banks — even  J.  P.  Morgan — and  they 
couldn't  do  it." 

Despite  such  plaudits,  more  wide- 
spread gains  are  proving  harder  to  come 
by — especially  in  the  U.  S.  Swiss  Bank's 
American  investment  banking  ambitions 
had  been  held  back  while  the  Federal 
Reserve  Board  spent  17  months  review- 
ing its  application  for  permission  to 
underwrite  debt  and  equities.  The  Fed 
finally  gave  approval  in  December.  Now, 
Blum  is  building.  Even  before  the  ap- 
proval came  through,  the  Swiss  an- 
nounced plans  to  shift  most  of  their 
U.  S.  headquartere  staff  from  New  York 
to  a  575,000-square-foot  complex  to  be 
constructed  in  Stamford,  Conn. 

More  big  moves  are  likely.  Senior 
bank  executives,  pointing  to  J.  P.  Mor- 
gan's decade-long  successful  drive  to 
build  a  global  investment  bank,  argue 
that  one  year  of  disappointing  earnings 
is  hardly  enough  reason  for  them  to 
abandon  their  own  quest.  "We  have  re- 
designed the  bank,"  says  Ospel.  What 
has  emerged  is  a  formidable  combination 
of  European  capital  and  U.  S.  technolo- 
gy. Now  comes  Georges  Blum's  biggest 
challenge:  making  the  redesign  pay  off. 

By  Bill  Javetski  in  Basel  and  Wil- 
liam Glasgall  in  New  York,  with  Paula 
Dwyer  in  London  and  bureau  reports 


MARKETS 


A  FEW  GLEAMS 
IN  ISRAEL'S  GLOOM 

Amid  the  general  uncertainty,  high-tech  stocks  are  recoveru 


Just  like  the  rest  of  the  emerging- 
market  world,  IsraeU  stocks  have 
been  bummers.  Disappointing  earn- 
ings, disillusionment  with  the  Mideast 
peace  process,  higher  interest  rates,  and 
a  wave  of  insider-trading  scandals  have 
roiled  the  Tel  Aviv  Stock  Exchange. 
The  result  is  that  Israeli  shares  have 
crumbled  some  40%  since  the  market 
peaked  at  yearend  1993.  And  among 
the  hardest  hit  were  the  60-odd  stocks 
of  Israeli  high-tech  companies  traded 
in  the  U.  S.  It's  a  sad  spectacle,  espe- 
cially for  the  phalanxes  of  investors 


ISRAEL'S  DOWNTRODDEN  STOCKS: 
POISED  FOR  A  REBOUND? 


INDEX  OF 
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who  have  wagered  on  Israeli  technical 
expertise. 

But  Israeli  high-tech  shares  seem 
poised  for  a  recovery  in  1995.  Until  re- 
cently, many  of  the  stocks  were  trading 
near  their  52-week  lows.  But  there's  ev- 
idence market  sentiment  is  turning.  Val- 
ue-hunting investors  are  snapping 
up  Israeli  high-tech  shares.  Favorable 
earnings  news,  once  shimgged  off  by 
the  market,  now  sends  investors  into 
a  tizzy.  A  case  in  point:  ECi  Telecom 
Ltd.,  a  telecommunications  company 
whose  shares  soared  11%  on  Feb.  9 
on  reports  of  better-than-expected 
earnings. 

Bank  HapoaUm's  index  of  65  Israeh 
shares  traded  in  the  U.  S. — 59  of  which 
are  high-tech  shares — is  up  by  10% 
since  bottoming  on  Jan.  10,  and  the  ral- 
ly is  probably  not  over.  "So  far,  fourth- 
quarter  earnings  have  been  far  better 
than  initial  predictions,"  says  Hanna 


Pri-Zan,  director  of  Bank  Hapoa 
Ltd.'s  securities  unit. 

One  big  drawing  card  for  the  Isr; 
high-tech  stocks  is  that,  unhke  m; 
emerging  market  stocks,  they  are  lar 
ly  insulated  fi-om  currency  fluctuatic 
They  are  emphatically  export-orien 
and  report  in  dollars.  "These  days,  tl 
tend  to  be  compared  to  their  Ameri 
or  European  competitors  and  not 
stocks  of  other  emerging  marke' 
notes  David  Rosenberg,  research  du 
tor  at  Pacific  Mediterranean  Invt 
ments,  a  Tel  Aviv  brokerage. 

To  be  sui-e,  the  vagaries  of 
Bank  of  Israel's  exchange-rate 
icy  have  been  a  drag  on  the  stoi 
But  monetary  issues  are  likely 
be  outweighed  by  the  stn 
growth  in  sales  and  the  introd  [j  I 
tion  of  new  products  by  m, 
companies. 

BREAKING  AWAY.  Among  the 
vorites  of  analysts  and  invest 
are  Gilat  Satellite  Networks,  a  \ 
ducer  of  equipment  for  the  n 
telephone  market;  Tower  Semic : 
ductors;  and  Teva  Pharmaceut 
Industries  Ltd.,  which  has  a 
multiple  sclerosis  drug  and  is  a 
jor  player  in  the  U.  S.  generic-d 
mai'ket.  Another  star  of  the  Israel  hi 
tech  galaxy  is  Indigo,  a  world  leade: 
the  digital  printing  industry  that 
attracted  investment  by  George  Soi 
The  improved  outlook  for  Israeli  h 
tech  companies  has  also  led  to  a 
newed  interest  in  initial  pubUc  offeri 
in  the  U.  S.  after  nearly  a  year  of  U 
activity,  dsp  Telecom,  Paradigm  G 
physical,  and  Telrad  Telecommunicati 
are  among  the  Israeli  high-techs  lool 
to  tap  the  mai'ket  soon. 

Last  year,  Israeli  stocks  nose-di 
regardless  of  their  fundamentals, 
renewed  political  stress  will  hurt 
market  generally.  But  Israeli  high-t 
companies  seem  to  be  breaking  a\ 
for  the  Middle  Eastern  miasma  and 
meandeiings  of  Tel  Aviv's  volatile  st 
market.  The  recent  upturn  is  not 
actly  manna  from  heaven — but,  for  r 
it  will  have  to  do. 

By  Neal  Sandler  in  Jerusa 
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[f  you're  managing  your  company's  finances, 

what's  your  next  move? 


Q|tS-  \   Real  Solutions  ^  from 
\    Sprint  Business 


Real  business  challenges  demand 
Real  Solutiojis .  The  new  program  that's 
helping  businesses  boost  their  bottom  lines. 
Your  free  action  plan 

Gall  us  for  a  free  top-to-bottom  analysis  of  where 
your  business  stands,  with  information  such  as 
industry  comparisons  for  operating  expenses,  spend- 
ing trends  and  other  vital  financial  benchmarks. 
Talk  to  a  professional  business  consultant 
You'll  have  unlimited  access  to  our  experienced  staff 
of  professional  consultants  at  the  Real  Solutions 


Business  Center.  They'll  work  with  you  on  strategies 
to  manage  finances  more  efficiently.  And  show  you 
how  advanced  communications  technology  can  help 
your  business  do  more  business. 
Here's  what  else  you'll  get: 

•  Flat  rate  pricing  (to  take  the  guesswork  out  of 
monthly  expenses). 

•  One  simplified  bill  combining  voice  and  data. 

•  Free  software  to  receive  your  bill  on  a  disk. 

•  Oedits  for  valuable  business  products  and  services. 
So  call  today  for  Real  Solutums.  It's  vour  move. 


1 -800-8 1 6-REAL 


Sprint 

Business 


©  1994  Sprint  Communications  Company  L  P  Monthly  minimum  and  term  plan  apply. 
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MARKETS  &  INVESTMENTS 

LATIN  DEBT:  BAD  RAP, 
GREAT  PRICES 

Some  daring  souls  are  starting  to  buy  again 


Jean-Marie  Eveillard  is  going  whei'e 
few  fund  managers  dare  to  tread: 
The  president  and  portfolio  manag- 
er of  more  than  $2  billion  in  assets  at 
Societe  Generale  Asset  Management 
Corp.  is  tiptoeing  into  Latin  American 
debt.  With  yields  on  some  debt  issues 
as  high  as  30%,  "one  is  being  paid  very 
nicely  indeed  for  bearing  the  risk  that 
some  South  American  countries  will  de- 
fault on  their  external  debt  for  the  sec- 
ond time  in  only  a  few  years,"  says 
Eveillard. 

Eveillard  is  taking  advan 
tage  of  the  guilt  by  associ 
ation  that  many  Latin 
American  countries  are 
now  suffering.  Coun- 
tries such  as  Argenti- 
na and  Brazil  are 
finding  that  the  eco- 
nomic turmoil  in 
Mexico  has  caused 
prices  on  much  of 
their  debt  issues  to 
plunge  as  lenders  and 
investors  grow  wary. 
Eveillard  says  that  at 
cmrent  prices,  he  is  being 
well  rewarded  for  taking 
risks.  James  Swanson,  portfoho 
manager-  of  the  $784  million  closed- 
end  MFS  Multimarket  Income  Trust  at 
Massachusetts  Financial  Services, 
agi'ees,  comparing  the  market  to  the 
"tremendous  values"  that  investors 
found  in  the  junk-bond  market  of  1990 
and  1991.  At  cun-ent  prices,  many  Lat- 
in American  debt  issues  trade  at  barely 
50(Z  on  the  dollar 

"CHICKEN."  The  most  populai-  investment 
is  in  so-called  Brady  bonds.  These  dollar- 
denominated  bonds  are  a  product  of  the 
Latin  American  debt  crisis  of  the  early 
1980s.  Rather  than  have  U.  S.  and  other 
foreign  banks  experience  massive  de- 
faults on  the  sovereign  debt  of  less  de- 
veloped countries,  much  of  the  debt  was 
restructured  into  fixed-rate,  longer-tenn 
bonds  wdth  principal  backed  by  zero- 
coupon  U.S.  Tt-easuries.  Not  all  Brady 
bonds  are  collateralized,  however.  Some 
are  floating-rate,  shorter-term  bonds 
with  yields  up  to  22%.  Eveillai-d  invests 


in  both  types:  "I'm  chicken,"  he  says. 

Argentine  debt  is  the  favorite  of 
many  fund  manager's  looking  to  test  the 
Latin  American  waters.  The  country 
has  "one  of  the  most  consei-vative  and 
disciplined  monetary  systems  one  can 
think  of,"  says  Eveillard.  It  is  also  not 
as  reliant  as  Mexico  on  short-terai  refi- 
nancing in  the  foreign  mai'kets  and  does 


not  have  the  same  cuiTent-account  def- 
icit problems.  Swanson,  who  has  sunk 
about  $50  million  into  Latin  American 
debt  in  the  last  thi-ee  weeks,  i-ecently 
bought  the  8%'  Eurobonds  of  Ai'gentine 
oil  company  ypf.  "It  takes  its  revenue 
in  dollars,  so  even  if  Argentina  gets 
into  trouble,  there's  no  reason  to  think 
that  YPF  will,"  he  says. 


Debt  with  a  Brazihan  flavor  is  tlfci 
favorite  of  Steven  Men-ell,  a  fund  ma- 1 
ager  at  American  Express  Financil 
Corp.  MeiTell,  who  manages  the 
billion  IDS  Special  Income  Fund,  say 
the  country  has  been  unfau-ly  penalize^ : 
by  the  devaluation  of  the  Mexican  pet'  ; 
"After  Dec.  21,  when  these  bonds  gfi 
beat  up,  we  increased  our  weightiii! 
significantly,"  he  says.  He  invests  y. 
Brady  bonds  in  Brazil  because  the  Bii  ; 
zilian  corporate  debt  that  he  likes  isis 
liquid  enough.  MeireU  has  about  4.5% 
his  fund  in  Latin  American  debt. 

Perhaps  the  highest  yields  can  1( 
found  in  Venezuela.  But  along  with  il! 
30%  fields  comes  higher  i-isk.  Eveillaj|! 
Hkes  Venezuela  "a  little  bit"  becau^i 
even  though  he  feels  the  governmeS' 
has  made  many  mistakes,  Venezuela  is^, 
member  of  OPEC,  and  he's  positive 
the  pi-ice  of  oil. 

PESO  PLAYS.  Even  Mexican  debt  is  g(!r 
ting  some  nibbles:  Mark  Twai 
Bank  Inc.,  a  $2.5  billion 
Louis  bank  that  caters  ^ 
high-net-worth  individual 
sees  interest  in  the  Mei 
ican  treasui-y-bill  rrn 
ket.  "The  most  acti 
ity  has  been  in  t 
one-year  maturitie 
because  with  yiel 
of  47%,  people  wa 
to  lock  these  ir 
says  Neil  George 
sistant  vice-preside 
for  international  m; 
kets  at  the  bank.  I 
vestors  have  to  inve 
$25,000  to  make  such  a  > 
rect  bet. 

Buying  into  mutual  funds 
a  simpler  way  into  the  mark( 
Swanson  bought  more  Mexican  Bra 
bonds  when  President  Clinton  a 
nounced  Ms  bailout  plan  for  Mexico  ai 
has  been  averaging  into  the  mark 
over  the  last  tliree  weeks.  Men-ell  al 
bought  into  a  Yankee  bond  recently- 
bond  issued  in  the  U.S.,  in  dollars,  by 
foreign  issuer.  He  bought  a  chunk  oi 
LInited  Mexican  States  Yankee,  a  1 
year  bond  issued  by  the  Mexican  go 
ei-nment  that  yields  ai-ound  16%.  "Sor 
coi-porates  will  default,"  he  says.  "B 
the  country  itself  won't." 

Fund  managers  aren't  betting  t 
farm.  Eveillard  has  $100  million,  or  4 
to  5%',  of  his  funds  in  Brady  bonds.  E 
foray  into  the  debt  "is  not  without  tre 
idation,"  he  says.  "But  risk  is  not  just 
matter  of  the  instniment  you  buy  but 
the  price  you  pay."  And  he  and  oth 
pros  think  the  price  is  right. 

By  Suzanne  Woolley  in  New  Yot 
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It  IS 


Absolutely  everything  you  need  for  your  next  big  meeting. 


r  teleconferencing]  Pick  up  any  telephone  in  The  Westin  and  you  can  simuha- 
converse  with  people  in  up  to  15  different  locations  around  the  world.  Which  means  you 
'en  have  to  leave  your  room  to  conduct  your  next  big  meeting,  much  less  turn  oii  the  TV 
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CREDIT  CARDS 


PLASTIC:  ARE  BANKS 
OVER  THEIR  LIMIT? 

Rising  rates-and  lots  of  cards  in  shaky  hands-may  be  trouble 


Credit-card  holders  have  been  on  a 
buying  binge  that  could  lead  to  a 
big  bust.  Balances  outstanding  on 
Visa  and  MasterCard  credit  cards  at 
the  end  of  1994  were  a  record  $256  bil- 
lion, up  24%  from  1993's  $206  billion. 
That  growth  far  exceeds  the  5.8% 
growth  in  consumer  spending.  Eager  to 
grab  market  share  in  a  lucrative,  seem- 
ingly low-risk  business,  bankers  and  is- 
suers of  such  less  widely  held  cards  as 
Discover  and  Optima  have  been  crank- 
ing out  alluiing  credit-card  offers  of  low 
interest  rates,  no  fees,  and  freebies  such 
as  frequent-flier  miles. 

Unfortunately  for  card  issuers, 
though,  the  paity  could  soon  come  to  an 
end.  Interest  charges  on  many  cards 
are  rising  with  each  rate  hike  by  the 
Federal  Reserve,  making  it  harder  for 
consumers  to  stay  current.  Rising  rates 
also  tilt  the  scales  toward  a  recession, 
which  has  always  meant  more  payment 
delays.  Couple  that  with  the  huge  bal- 
ances and  you  have  the  makings  of  a 
pronounced  increase  in  credit-cai-d  delin- 
quencies. "We  have  no  doubt  that  deUn- 
quencies  and  losses  will  rise  from  these 
levels,"  says  Moshe  A.  Orenbuch,  an  an- 
alyst at  Sanford  C.  Bernstein  &  Co. 
"The  only  question  is  the  speed."  Oren- 
buch and  other  experts  think  delinquen- 
cy rates  could  peak  at  higher  levels 


than  in  the  1990-91  recession,  which  led 
to  $8  billion  in  card  charge-offs  in  one 
year. 

The  recent  bUzzai'd  of  cai'd  offerings 
masks  the  looming  problem.  The  nimiber 
of  U.  S.  cai"ds  has  soai-ed:  Visa  and  Mas- 
terCai'ds  increased  from  208.3  million  in 
1990  to  266.5  million  at  the  end  of  1993. 
The  delinquency  rate  on  those  cards  in 
eai'ly  February  was  neai-  a  record  low  at 
3.89%  of  receivables,  according  to  ram 
Reseai'ch  &  Publishing  Co.'s  Bankcard 
Barormter  newsletter  One  reason  is  that 
new  cai'd  accounts  simply  haven't  had 
time  to  go  bad. 

That's  likely  to  change.  The  Febinaiy 
rate  was  shghtly  higher  than  early  Jan- 
uary's 3.85%.  And,  says  Edwaixl  0.  Ban- 
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kole,  a  senior  analyst  at  Moody's  Inve; 
tors  Service,  "as  1994  accounts  start  1 
age,  we'll  see  delinquencies  and  loss( 
start  to  trend  up."  That  will  continue  i 
card  accounts  reach  the  peak  delinquei 
cy  age  of  1.5  to  2.5  years. 

Meanwhile,  the  sheer  volume  of  ne 
accounts  vM  exacerbate  the  pain  of  cai 
issuers.  Some  customers  may  even 
stockpiling  no-fee  cards  to  tide  the: 
over  during  tough  times,  such  as  wh 
they're  out  of  a  job  or  maxed  out 
other  cards.  That's  just  the  time  issue: 
don't  want  the  cards  used. 

Consumers,  further,  are  increasing] 
using  credit  cards  for  things  they  usi 
to  buy  with  cash  or  checks.  From  su; 
markets  to  dentists,  almost  everj' t; 
of  merchant  now  accepts  credit  car( 
But  if  consumers  routinely  use  can 
for  necessities,  they  may  have  trou 
cutting  back  on  charges  even  if  thi 
lose  their  jobs  in  a  recession. 
TEASERS.  Rising  rates  on  cards  ecu] 
be  another  problem  for  issuers.  Se 
R  Marks  Jr.,  executive  vice-preside: 
of  First  Chicago  Coi-p.  and  head  of 
bank-card  group,  thinks  banks  are  t; 
geting  better  customers,  but  "everyo: 
in  the  industry  expects  upward  pn 
sure  on  credit  losses  as  interest  rati 
ratchet  up."  Today,  72%  of  all  stand: 
cai-ds  have  variable  rates  vs.  33%  thr* 
years  ago,  according  to  Bankcard  B\ 
rometer.  And  many  of  those  cai'ds  wei 
issued  at  initial  "teaser"  rates  below 
that  rise  after  a  set  period.  One  ex; 
pie:  Citibank  offers  an  8.9%  initial  r; 
for  customer's  who  transfer  balances 
Citibank  card,  but  after  a  year  the  ri 
changes  to  prime  plus  9.4% — or  18.4% 
today's  rates. 

Many  bankers  insist  there's  litt 
cause  for  alarm.  Rates  are  not  that  b 
an  issue,  they  say,  and  delinquenci 
are  currently  at  such  low  levels  that 
increase  would  be  easily  manageabl 
Aviad  Broshi,  senior  vice-president  ai 
credit  executive  for  Chase  Manhatt; 
Corp.'s  credit-card  business,  says  co 
sumers  ai'e  making  monthly  payments 
excess  of  what's  required,  which  su 
gests  that  they  can  handle  higher  int€ 
est  costs.  Similarly,  Bruce  L.  Hai 
monds,  senior  vice-chaimian  and  chi 
operating  officer  of  MBNA  Corp.,  sa 
that  while  he  expects  delinquencies 
rise,  "1994  was  possibly  our  best  ye 
ever,  and  now  we're  getting  back 
normal." 

Hammonds  had  better  be  right.  Wi 
all  the  cai'ds  and  all  the  debt  out  thei 
the  cost  of  being  over"-optimistic  woi; 
be  heavy  indeed. 

By  Kelley  Holland  in  New  York,  m 
Richard  A.  Melcher  in  Chicago 
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Our  Business  Is  Helping¥)urs 
Find  More  Ways  To  Make  More 


Right  now  you  could 
be  hatching  new  ivays  to 
increase  your  productivity. 
That  5  important  today  not 
just  to  grow,  hut  to  survive. 
And  we  can  help.  You  see,  we 
go  beyond  creative  financing 
to  help  you  become  more 
productive.  Like  helping 
one  company  dmlop  order 


entry  systems  to  reduce  order 
lelivery  time  from  28  days  to  4.  Or  helping  another  create  distribution  and  warehouse  management 
ystems  that  improved  service  and  optimized  resources  to  get  more  out  of  every  dollar 

At  GE  Capital,  we're  24  diveysified  businesses.  Aiid  each  one  is  committed  to  helping  you  become 
nore  productive  in  the  competitive  race.  To  find  out  more,  call  h800-243-2222.  After  all,  nobody  has 
nore  ways  to  help  you  make  more. 

~  GE  Capital 

Our  Business  Is  Helping  Yours" 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING 
EMPLOYERS  REINSURANCE  COMPANY  •  EOUIT  t  CAPITAL  GROUP  ■  FINANCIAL  GUARANTY  INSURANCE  COMPANY  ■  FINANCIAL  INSURANCE  GROUP  •  FLEET  SERVICES 
GECC  FINANCIAL.  (HAWAII)  •  GENSTAR  CONTAINER  ■  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 
PENSKE  TRUCK  LEASING  ■  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES  •  TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


For  Cornell  Cherry,  a  DAW  assistant  team  coordinator  at  the  GM  Powertrain  Division,  quality  in 


some  corporate  slogan.  He  knows  the  competition.  He  knows  that  if  General  Motors  doesn't  dele 
outstanding  vehicles,  customers  will  look  somewhere  else.  Cornell  says,  "The  managers  unCr^ 


nd  I'm  not  just  a  warm  body.  I'm  >  riiinking  individual  who  has  a  mind  how  to  run  the  business." 
tf  1  has  thousands  of  people  like  Cornell  Cherry,  working  hard  to  do  the  job  right.  Finding  ways 
a  do  it  better.  Quality  is  something  they  take  very  seriously.  After  all,  it's  their  bread  and  butter. 


side  Wall  Street 


BY  GENE  G.  MARCIAL 

FOR  LIFE  USA.  AN 
ALLIANZ  ALLIANCE? 

'The  best  thing  about  1994,"  said 
I  Robert  MacDonald,  chairman  and 
CEO  of  Life  USA  Holding  (lusa),  "is 
that  it's  over."  He  made  this  remark  in 
commenting  on  the  insurance  compa- 
ny's disappointing  results.  Indeed,  1994 
was  the  year  Life  usa's  shares  tumbled 
nearly  50%,  to  6%,  as  interest-rate  hikes 
cut  into  earnings.  Recently,  the  stock 
has  rebounded  to  10. 

What  gives?  Two  developments  may 
fire  up  the  stock:  an  expected  surge 
in  revenues  and  earnings,  staiting  in 
the  ftfst  quarter,  and  takeover  buzz. 

WAITING  m  THE  MID-TEENS 
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With  its  own  specialties — annuities 
and  universal  life  insurance — "Life  USA 
has  developed  a  niche  market  in  the 
fastest-growing  segment  of  the  indus- 
try: the  60%  of  the  population  who 
wish  to  save  for  retirement  but  aren't 
covered  by  an  employer-sponsored  re- 
tirement plan,"  notes  Richard  Geist, 
editor  of  Geist's  Strategic  Investing  in 
Newton,  Mass.  He  believes  the  first- 
quarter  sales  and  earnings  jump  will  be 
even  bigger  than  most  analysts  expect. 
So  annual  revenues  for  1995,  he  says, 
should  rise  to  $1.3  billion  from  1994's 
$950  million.  And  profits  should  leap 
to  $20  million,  or  $1  a  share,  fi-om  $14.1 
milUon,  or  71^  a  share. 

But  more  exciting  is  speculation  that 
AUianz  Life  Insurance  of  North  Amer- 
ica, which  has  acquired  a  $30  million 
stake  in  Life  USA,  wants  to  buy  the 
company.  Inside  sources  say  Life  USA's 
brass  fended  off  a  purchase — because 
of  the  stock's  drop  from  its  high  last 
year  of  20 — and  agreed  on  Feb.  21  to 
just  a  joint  marketing  venture. 

With  sti'onger  results  expected  this 


year.  Life  usa's  management  opted  in- 
stead for  AJlianz'  purchase  of  15-year 
convertible  subordinated  debentures. 
Allianz,  according  to  the  agreement, 
may  convert  the  debentures  into  stock 
at  \2Vi  a  share  during  the  first  five 
yeai^s.  That  would  give  Allianz  2.4  mil- 
lion shares,  or  some  10%  of  Life  usa. 

Takeover  pros  are  betting  that  once 
the  stock  price  reaches  the  mid-teens. 
Life  USA  will  agree  to  sell  the  company 
at  20  a  share.  "In  all  likelihood,  the 
stock  will  hit  15  to  17  sometime  this 
year — after  Wall  Street  wakes  up  to 
the  resurgence  in  earnings,"  says  Geist. 

Allianz'  ardor  for  Life  USA  is  focused 
on  its  marketing  strength:  Life  USA 
has  over  61,000  independent  agents. 
In  signing  the  joint  marketing  venture 
wdth  Life  USA,  Allianz  Chairman  Low- 
ell Anderson  said  he  was  eager  to  ben- 
efit irom  Life  usa's  sales  network.  Life 
USA's  MacDonald  says  he  would  listen 
to  any  buyout  offer,  but  he  claimed 
there  hadn't  been  any  "serious  talks 
with  Allianz  about  an  offer." 

THE  FUTURE  LOOKS 
GREEN  AT  FUEL  TECH 

The  environment  isn't  looking  too 
healthy  for  battered  pollution  stocks, 
now  that  some  Republicans  want  to 
take  the  teeth  out  of  environmental 
laws.  So  why  are  big  investors  snap- 
ping up  shares  of  Fuel  Tech  (fetkf), 
which  has  developed  proprietary  air- 
pollution-control  technologies? 

Despite  the  bleak  outlook.  Fuel  Tech 
is  in  the  midst  of  a  turnaround.  In  the 
red  since  1990,  it  is  expected  to  re- 
port breakeven  results  for  1994.  And 
for  this  year,  Oppenheimer  analyst 
Leah  Rush  Cann  sees  Fuel  Tech  in  the 
black,  with  earnings  of  180  a  share.  A 
bigger  kicker  will  come  next  year, 
when  she  foresees  earnings  of  $1.20. 
That's  probably  why  some  big  investors 
have  not  bailed  out  of  Fuel  Tech — in- 
cluding a  major  British  insurer. 
Friends'  Provident  Life  Office,  which 
holds  5%. 

What's  so  hot  about  Fuel  Tech?  In- 
vestors are  betting  big  on  its  NoxOut 
process,  which  reduces  oxides  from 
utihty  boilers  and  industrial  furnaces. 
The  company,  which  invested  $70  mil- 
lion to  develop  the  process,  has  formed 
a  joint  venture  with  Nalco  Chemical, 
the  largest  U.S.  wastewater  treatment 
company,  to  market  NoxOut. 

Worries  about  what  Congi-ess  might 
do  about  the  Clean  Air  Act  have  de- 


pressed Fuel  Tech  shares.  They're  cur- 
rently trading  at  5,  down  from  nearly 
10  in  September  But  as  NoxOut  pro- 
duction ramps  up,  the  impact  on  earn- 
ings should  be  substantial,  says  one 
money  manager  who  has  been  buying. 
The  market  for  NoxOut  is  e.xpected  to 
reach  $3  biUion  a  year  over  the  next 
five  years,  he  says. 


GENERATING  JUICE 
A  NEWFANGLED  WAY 
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Mention  the  name  Energy  Research  |ed  Ai 
(ercc),  and  you  might  get  a  blank 
stare  even  from  investment  pros.  "It's 
a  global  leader  in  electrochemical  tech- 
nology for  generating  electric  power 
and  storing  energy,  yet  Wall  Street 
hardly  knows  it  exists,"  says  Rick  Tel- 
ler of  Josephthal  Lyons  &  Ross  in  Bos- 
ton. He  thinks  the  stock,  trading  at 
neai'ly  10,  is  a  sleeper  that  could  triple 
in  two  years. 

Here's  why:  Teller  says  some  impor- 
tant players  have  put  big  money  in 
Energy  Reseai'ch.  German  auto  giant 
Daimler  Benz,  Japan's  Sanyo  Electric, 
and  Pacific  Gas  &  Electric  all  have  ac- 
quired 10%  stakes.  Daimler  has  put 
together  a  group  that  has  conmiitted 
$90  million  to  developing  Energy  Re- 
search's "fuel-cell"  technology.  The  idea 
is  to  come  up  with  a  cheaper,  simpler, 
less  toxic,  and  more  efficient  way  of 
generating  electricity. 
In  the  U.S., 


ENERGY  RESEARCH 
STOCK  PRICE 


some  40  utility  SET  FOR 
companies  have  A  SUR6E 
formed  the  Fuel 
Cell  Commercial- 
ization Group  to 
help  finance  a 
two-megawatt 
plant  that  Ener- 
gy Research  is 
building  in  Santa 
Clara,  Calif.  In 
December,  the 
Energy  Dept. 
joined  in  by  sign- 
ing a  five-year 
pact  with  Energy 
Research  to  de- 
velop a  commercial  carbonate  fuel  ceU. 
The  agency  will  provide  $78  million  fori 
the  $136  miUion  project. 

Direct  fuel-cell  plants  produce  power 
electrochemically,  in  much  the  same 
way  a  battery  does.  Teller  says  Energy 
Research  stock  could  well  sui-ge,  once  a 
demonstration  model  of  the  fuel  cell  is 
successfully  tested  in  Santa  Clara. 
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5ports  Business 


»OTBALL 


HE  LONG,  MUDDY  FIELD 
HEAD  OF  MARC  LORY 

ill  the  World  League  work,  even  with  a  ringer  named  Rupert? 


live  years  ago,  Marc  G.  Lory 
I  thought  he  had  reached  the  end  of 

his  rope.  He  and  eight  buddies  had 
.led  Alaska's  Mt.  McKinley,  but  on 
;  descent,  a  sudden  snowstorm 
pped  them  for  four  days  and  three 
hts.  With  80-mile-an-hour  winds,  zero 
ibility,  and  no  landing  strip,  rescue 
ail*  seemed  out  of  the  question.  Food 
1  fuel  supplies  were  running  low. 
kVhenever  the  storm  receded,  the 
lup  tamped  down  snow  with  skis  to 
ke  a  nanway.  They  outlined  the  strip 
,h  snow-filled  garbage  bags.  As  an 
)erienced  pilot,  Lory  was  able  to  cal- 
ate  their  position  and,  at  the  storm's 
it  break,  radio  in  a  rescue 
ey  were  lifted  out  within 

hour.  "It  was  the 
st  frightening, 
{  thrilling,  expe- 
nce  of  my  life," 

s  Lory. 

mr  EFFORT?  Ex- 

•ience  quarter- 
•king  a  rescue  will 
le  in  handy  at  Loiy's  new 
.  The  National  Football 
igue  and  joint- venture  part- 
Fox  Inc.  have  hii-ed  Loiy,  a 
V'ear-old  Frenchman  with  an 
\  from  the  University  of 
cago  and  a  reputation  as  a 
shot  marketer,  to  revive  the 
rid  League  of  American 
)tball,  which  kicks  off  again 
Apr.  8  with  a  10-game  sea- 
.  The  league  had  a  near- 
th  experience  of  its  own:  Its 
vious  effort  ended  in  the 
1st  of  Europe's  1992  reces- 
1  after  just  two  seasons  of 
y  and  $50  million  in  losses. 
Reviving  the  league  now 
y  seem  dotty.  But  American 


between  the  Super  Bowl  champs  and 
another  nfl  team,  have  never  dipped 
below  43,500.  The  NFL  this  year  will 
sell  $250  million  worth  of  merchandise  in 
Europe,  about  the  same  as  the  National 
Basketball  Assn.,  says  Nick  Price,  NFL 
Properties  Inc.'s  European  director. 

There  are  other  reasons  why  tliis  go- 
round  is  more  likely  to  succeed:  a  tkree- 
year  startup  fund  of  $40  miUion  from 
the  NFL  and  Rupert  Murdoch's  Fox 
Sports,  for  one.  A  salary  cap,  for  an- 
other: Players  will  I'eceive  bare-bones 
salaries  of  $15,000  for  the  season  (quar- 
terbacks will  get  $20,000).  Total  annual 
outlay  for  j^layei"  salaries:  less  than  $4 
million.  There  will  be  no  U.  S.-based 


LORY:  ALL 
PUMPED  UP 


Watch  Out  Europe,  Here  Comes 
American  Football... Again 


AMSTERDAM  ADMIRALS  will  play  in  38,000-seat  Olympic 
Stadium.  Amsterdam  also  has  a  15-team  amateur  league. 

BARCELONA  DRAGONS  will  play  in  54,000-seat  Montjuic 
Olympic  Stadium;  coached  by  a  former  Boston  College  coach. 

DUSSELDORF  RHEIN  FIRE  will  play  in  the  57,000-seat 
Rheinstadion.  Germans  already  are  big  American  football 

:ball  has  thousands  of  fans    !^Jls,wth_228  amateur  team^   "People  want  it.  It's  an  enor- 

Europe.  Amateur  leagues     FRANKFURT  GALAXY  will  play  in  Waldstadion;  managed  mous  force,  Hke  a  tidal  wave 

by  Oliver  Luck,  former  Houston  Oilers  quarterback.  building  up."  That  may  sound 

LONDON  MONARCHS  will  play  in  a  north  London  soccer 


teams  this  time,  just  European  ones. 
And  each  roster  of  40  will  have  7  local 
players — often  soccer  or  rugby  heroes — 
and  33  American  gridders  who  didn't 
make  the  cut  for  the  nfl. 

Also  working  in  Lory's  favor:  Eu- 
rope's media  business,  which  has  under- 
gone a  sea  change  since  the  last  World 
Football  foray.  Television  is  no  longer 
dominated  by  governments  or  limited  to 
ten'estrial  channels.  Most  countries  now 
have  cable  and  satellite  TV  and  new 
commercial  broadcasters  hungry  for 
programming. 

Loiy,  the  man  who  turned  Vuarnet 
eyewear  into  a  fashion  statement  by 
sponsoring  on-the-edge  athletic  events, 
plans  to  use  his  marketing  acumen  to 
make  football  an  entertainment  extrav- 
aganza, with  rock  bands  at  halftime, 
fireworks,  and  cheerleaders.  "That's 
what  sports  is  all  about — entertainment 
and  sponsorship,"  says  Lory.  "People 
will  pay  for  American  cultm-e  and  enter- 
tainment. We'll  be  part  of  the  global- 
ization of  sport."  His  model  is  the  NBA, 
which  has  successfully  promoted  its  im- 
age overseas  and  tumed  Charles  Bark- 
ley  and  Shaquille  O'Neal 
into  teen  idols  ft-om 
Bombay  to  Buda- 
pest (BW— Dec.  5). 
MTV  IMAGE.  Lory's 
strategy  is  to  sell 
football  as  a  "safe" 
alternative  to  the  fan 
violence  of  soccer.  Says 
George  J.  Krieger,  executive 
vice-president  of  Fox  Sports: 
"Our  goal  is  to  introduce  a 
sport  that's  safe  and  fun.  You 
can  bring  your  wife  and  kids 
and  have  a  wonderful  night 
out."  The  plan  includes  making 
equipment  available  to  grade 
schools  to  dixim  up  interest  and 
sponsoi-ing  flag  football  contests 
for  youth  clubs.  Lory  also 
hopes  to  package  football  with 
music  to  attract  the  mtv  gener- 
ation. He  and  mtv  Europe 
President  Peter  L.  Einstein  are 
talking  about  how  they  can 
give  the  World  League  "more 
of  an  MTV  image." 

"The  market  is  ready  for 
American  football,"  says  Loiy. 


e  sprouted  all  across  the 
itinent:  GeiTnany  alone  has 
clubs.  Average  attendance 


hke  hype,  but  if  Lory's  game 
plan  lives  up  to  his  pep  talk, 


six  London  Worid  League     stjidium;_wi^ll  be  run  by  a  former  Reebok  marketi^ng^  the  Worid  League  should  take 

off.  By  the  way,  how  do  you 
say  "tailgate  party"  in  Dutch? 
By  Paula  Dwyer  in  London 


ities  in  1991  was  45,700.  Tick- 
;ales  for  the  American  Bowl, 
1  every  August  in  London 


SCOTTISH  CLAYMORES  will  play  in  Edinburgh's  67,000- 
seat  Murrayfield.  Team  will  include  local  pro  rugby  stars. 


I 
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Corporate  Scoreboard 


HOT  DAMN, 
WHAT  A  YEAR! 

The  economy  sizzled,  cost-cutting  kiclced  in-and  profits  zoomed 


iliai 
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ride 
1.3' 
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up! 


Whoo-ee.  It  was  one  for  the 
record  books.  Thanks  to  a  ro- 
bust economy  and  a  strong 
dose  of  corporate  cost-cutting, 
1994  turned  out  to  be  the  best  year  for 
company  earnings  in  more  than  two 
decades.  Profits  for  the  900  companies 


on  PiUSiXESS  week's  Corporate  Score- 
board leaped  by  a  stunning  40%  last 
year — the  biggest  increase  since  busi- 
ness WEEK  began  compiling  industry 
data  in  1973.  Fourth-quarter  profits 
jumped  by  an  equally  impressive  71%, 
the  largest  quaitei'ly  hike  in  six  years. 


These  astonishing  I'esults  provide  t[ 
most  convincing  evidence  so  far  that  t\ 
painful  restructuring  of  the  past  fe 
years  has  produced  profound  change 
throughout  Corporate  America.  Low( 
operating  costs — including  restraine  ^ 
wage  liikes — have  combined  with  techni 
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The  Leaders  in  1994  Sales  and  Profits 


THE  TOP  25  IN  SALES 


THE  TOP  25  IN  EARNINGS 


1994  SALES 

PERCENT  CHANGE 

1993 

1994  PROFITS 

PERCENT  CHANGE 

1993 

IN  MILLIONS 

FROM  1993 

RANK 

IN  MILLIONS 

FROM  1993 

RANK 

1  GENERAL  MOTORS 

$154,951 

12% 

1 

1  GENERAL  ELECTRIC 

$5,915 

41% 

2 

2  FORD  MOTOR 

128,439 

18 

2 

2  GENERAL  MOTORS 

5,659 

129 

6 

3  EXXON 

101,092 

2 

3 

3  FORD  MOTOR 

5,308 

110 

5 

4  WAL-MART  STORES 

78,407 

22 

4 

4  EXXON 

5,100 

-3 

1 

5  AT&T 

75,094 

8 

5 

5  PHILIP  MORRIS 

4,725 

32 

4 

6  MOBIL 

67,111 

5 

8 

6  AT&T 

4,710 

27 

3 

7  IBM 

64,052 

2 

6 

7  CHRYSLER 

3,713 

54 

7 

8  GENERAL  ELECTRIC 

60,109 

8 

7 

8  CITICORP 

3,422 

78 

17 

9  SEARS 

■  53,920 

6 

9 

9  IBM 

3,021 

NM 

994 

10  PHILIP  MORRIS 

53,776 

6 

10 

10  MERCK 

2,997 

38 

12 

11  CHRYSLER 

52,200 

20 

11 

11  DUPONT 

2,727 

382 

89 

12  DUPONT 

39,333 

6 

12 

12  COCA-COLA 

2,554 

17 

11 

13  KMART 

36,109 

7 

14 

13  WAL-MART  STORES 

2,519 

14 

9 

14  CHEVRON 

35,844 

-3 

13 

14  GTE 

2,451 

148 

45 

15  TEXACO 

33,353 

-2 

15 

15  PROCTER  &  GAMBLE 

2,430 

301 

78 

16  PROCTER  &  GAMBLE 

31,572 

5 

17 

16  INTEL 

2,288 

0 

10 

17  CITICORP 

28,968 

0 

16 

17  BANKAMERICA 

2,176 

11 

16 

18  PEPSICO 

28,472 

14 

20 

18  BELLSOUTH 

2,160 

109 

44 

19  AMOCO 

26,979 

5 

19 

19  FANNIE  MAE 

2,141 

5 

14 

20  HEWLETT-PACKARD 

24,991 

23 

24 

20  JOHNSON  &  JOHNSON 

2,006 

12 

20 

21  CONAGRA 

24,004 

7 

22 

21  BRISTOL-MYERS  SQUIBB 

1,842 

-6 

15 

22  ITT 

23,620 

12 

21 

22  AMOCO 

1,789 

-2 

19 

23  KROGER 

22,959 

3 

23 

23  PEPSICO 

1,784 

12 

23 

24  MOTOROLA 

22,245 

31 

36 

24  MOBIL 

1,759 

-16 

13 

25  BOEING 

21,924 

-14 

18 

25  NATIONSBANK 

1,690 

30 

32 

DATA  STANDARD  f 

,  POOR'S  COMPUSTAT,  A  DIVISION  Of  McGRAW-HILL  INC, 
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cal  improvements  to  yield  huge  pi-o- 
tivity  gains.  The  upshot:  Profit  mar- 
5  widened  shaiply,  to  5.7%'  last  year 
Ti  4.3%  in  1993.  Margins  haven't 
ced  this  healthy  since  1988. 
^nd  much  of  the  impi-oved  cash  flow 
;  fed  back  into  the  economy.  Thanks 
»ait  to  huge  capital  spending  on  plants 

equipment,  total  sales  climbed  11% 
he  fourth  quarter;  for  the  year,  they 
•e  up  9%.  Such  gi'owth  hasn't  been 
.1  since  the  prerecession  days  of  1989. 
0  conti-ibuting  to  the  spending  spree: 
3wed  confidence  in  the  economy.  After 
wing  by  3.1%  in  1993,  g'ross  domestic 
duct  expanded  by  4%  last  year, 
'ew  economists  see  profits  grow-ing 
;uch  a  pace  in  1995,  although  perfor- 
).ces  will  vary  widely  from  industiy  to 
astry  (page  100).  A  slower  economy 

hkely  trim  pi'ofit  gains,  business 
5K  economists  believe  gdp  will  prob- 
/  gTOw  by  about  2.5%  this  year.  Still, 
ly  beheve  the  level  of  corporate  in- 
tment  will  remain  high.  Many  also 
■ect  an  eventual  uptick  in  wages, 
ile  that  could  squeeze  margins,  wage 
5S  would  fuel  consumer  spending, 
ofit  growth  will  be  there,  but  it's  not 
ig  to  be  40%'  or  even  close  to  it," 
3  Douglas  P.  Handlei;  a  senioi'  econo- 
t  at  Dun  &  Bradstreet  Coip. 
tOPEAN  PICKUP.  General  Electric 
ded  the  list  of  BUSINESS  week's  Top 
earners  in  1994.  Excluding  huge  loss- 
From  discontinued  opei-ations  at  its 
der,  Peabody  &  Co.  unit,  ge's  eam- 
5  climbed  by  41%,  to  $5.9  billion,  as 
IS  rose  8%,  to  $60.1  bilHon.  The  com- 
y's  cyclical  businesses,  such  as  appli- 
es and  plastics,  thi'ived  along  with 

economy,  ge  Financial  Services  also 
spered,  especially  because  of  the 
ing  performance  of  such  businesses 
:redit  cards  and  retail  financing, 
leneral  Motors  and  Foixl  Motor  were 
iie  behind  ge,  in  second  and  third 
►e,  respectively.  Why  the  great  yeai'  in 
;own?  Consumers  wei-e  so  eagei-  to 

behind  the  wheel  that  carmakers 
iild  raise  prices  and  cut  rebates.  Also 
)ing  out  was  the  strong  yen,  which 
le  Japanese  cars  relatively  moi-e  ex- 


pensive. GM  saw  profits  sui'ge  129%,  to 
$5.7  billion,  as  sales  rose  12%,  to  $155  bil- 
lion. Meanwhile,  Ford's  pi'ofits  increased 
110%,  to  $5.3  billion.  Chrysler  Corp., 
No.  7  on  the  Top  25  list,  saw  its  profits 
climb  54%,  to  $3.7  billion. 

Don't  expect  the  Big  Three  to  main- 
tain 1994's  breathless  profit  pace.  Thei-e 
are  signs  sales  gi'owth  is  slowing.  Still, 
Bear  Steams  &  Co.  analyst  Matthew  T. 
Stovei'  sees  moderately  higher  profits 
this  year,  with  Eui'opean  sales  offsetting 
weal\er  growth  for  ciM  and  Ford  at  home. 

As  an  industry,  computer  makers 
showed  the  biggest  profit  improvement 
in  1994.  Credit  IBM's  sharp  turnaround, 
wliich  also  had  a  big  impact  on  the  entu-e 
Scoreboard.  If  it  wasn't  foi'  IBM  climbing- 
out  of  the  red,  the  Scoreboard  would 


have  shown  a  33%  profit  gain.  Big  Blue 
earned  $3  billion  last  year,  compared 
with  a  loss  of  $8  billion  in  1993.  Sales 
were  up  2%,  to  $64  billion.  Analysts  at- 
tribute the  computer  giant's  recoveiy  to 
extensive  restnicturing,  modest  revenue 
growth,  and  new-product  development. 
"Those  tlii'ee  trends  should  continue  into 
about  the  middle  of  1996,"  says  John  B. 
Jones,  a  technology  analyst  at  Salomon 
Brothers  Inc.  He  sees  IBM's  earnings  ris- 
ing at  least  40%:  to  50%.  this  year. 

Apple  Computer  Inc.  was  also  back 
in  the  black.  The  coinpany  posted  profits 
of  $458  million  in  calendar  1994  vs.  a 
$34.7  million  loss  in  the  previous  12 
months.  Credit  goes  to  strong  demand 
for  Apple's  Power  Macintosh.  The  sectoi' 
also  had  its  share  of  disappointments: 


A  Spotlight  on  1994  Profits 


AFTERTAX  PROFITS, 
QUARTER  BY  QUARTER 


PERCENT  CHANGE  FROM 
SAME  PERIOD  OF 
PRECEDING  YEAR, 
ALL  INDUSTRIES 


INDUSTRIES  WITH  THE  BIGGEST 
DOLLAR  CHANGE  IN  1994 


COMPUTERS  &  PERIPHERALS 


BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED  *71% 
WITHOUT 

^"  "         TELECOMMUNICATIONS  +57% 
WITHOUT  BANKS   +86% 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 


Computer  makers 
led  the  way  in 
1994,  with  IBM 
earning  $3  billion 
after  losing  $8  bil- 
lion the  previous 
year.  GM  and  Ford 
each  more  than 
doubled  their  prof- 
its. On  the  down- 
side: Banks  and 
brokerages  were 
hurt  by  trading 
losses  and  curren- 
cy problems.  But 
Citicorp  managed 
to  increase  earn- 
ings by  78%,  to 
$3.4  billion. 


TOBACCO 
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It  wasn't  fat  city  all  over:  The  economy  didn't  have 
enough  muscle  to  lift  Wall  Street  or  retailers 


Digital  Equipment  lost  $2.1  bil- 
lion in  1994  after  a  $1.2  billion 
charge  for  restructuring,  dec 
lost  $92.3  million  in  1993. 

Telecommunications  compa- 
nies also  fai'ed  well.  A  few  Baby 
Bells  showed  the  biggest  im- 
provements, by  far,  over  1993,  a  year  of 
heavy  wa-ite-offs  related  to  downsizing. 
Pacific  Telesis  Group's  profits  soared 
495%,  to  $1.1  billion,  on  flat  sales.  Long- 
distance caniers  also  had  a  good  year, 
thanks  to  popular  discount  calling  pro- 
grams. AT&T  and  MCI  Communications 


Coip.  each  posted  a  27%  earn- 
ings gain,  to  $4.7  billion  and 
$795  million,  respectively. 

Despite  its  strength,  the  econ- 
omy didn't  have  enough  mus- 
cle to  lift  Wall  Sti'eet  last  year. 
Rising  interest  rates  devastated 
the  stock  and  bond  mar-kets  in  the  latter 
part  of  the  year;  a  downturn  in  trading 
and  undei"writing  volume  also  hurt.  The 
sour  environment  was  most  keenly  felt 
at  Salomon  Brothers,  which  lost  $364 
milHon  vs.  an  $864  million  profit  in  1993. 
Retailers  also  suffered,  with  profits 


;e;. 
IgriTS: 


falling  9%,  to  $10.1  billion,  as  women's  a]  jdSSil 
pai-el  sales  stayed  sluggish.  But  it  wasr 
retailing  that  hmt  Sears,  Roebuck  &  C( 
where  profits  plunged  48%,  to  $1.3  biUio 
Much  of  the  drop  reflected  falling  ear 
ings  at  its  Allstate  Insurance  Co.  un 
after  the  CalLfomia  eaithquake.  Pi-ofits 
Sears  Merchandise  Group  rose  18%, 
.$890  million,  thanks  to  strong  applian^ 
sales — and  a  lot  of  cost-cutting.  Now  th 
it's  in  fighting  trim.  Sears,  along  wiidffAN 
the  rest  of  Coiporate  America,  is  enjo; 
ing  the  payoff  as  never  before. 

By  Lori  Bongiomo  in  New  Yai 


RELAX.  EARNINGS  WILL  BE  BEHER  THAN  YOU  THINK 


IL-I( 


m 

mm 


Is  the  party  over?  The  Federal 
Reserve,  which  has  raised  inter- 
est rates  seven  times  over  the 
past  year,  should  finally  reach  its 
goal  of  slowing  the  economy  in  1995. 
With  BUSINESS  WEEK  forecasters  ex- 
pecting the  economy's  gi'owth  rate 
to  cool  to  2.5%  this  year  from  the 
surprisingly  strong  \%  in  1994, 
overall  corporate  profits  are  likely 
to  be  squeezed.  More  restrained 
consumer  and  business  spending  will 
hold  down  revenue  gains,  while 
slightly  higher  labor  bills  will  begin 
to  put  pressure  on  costs. 

But  it's  by  no  means  certain  that 
the  new  economic  environment  will 
have  the  chilling  across-the-board 
impact  that  Corporate  America 
feai-s.  True,  many  companies  won't 
be  able  to  downshift  smoothly.  But 
keep  in  mind  that  2.5%  growth  is 
nothing  to  sneer  at.  What's  more,  a 
host  of  industries  will  continue  to 
prosper  regardless  of  the  tighter 
monetary  policy  (table). 

Computer  software  and  telecom- 
munications should  weather  the  new 
climate  with  hardly  a  hair  out  of 
place,  say  analysts.  Even  though  the 
pace  of  capital  spending  will  slow, 
corporations  are  still  expected  to 
make  huge  purchases  of  high-tech 
equipment  as  they  seek  to  improve 
productivity. 

Surprisingly,  cyclical  industries, 
the  traditional  victims  of  slower 
gi'owth,  are  also  expected  to  do 
well.  Many  economists  believe  re- 


bounding economies 
in  Europe  and  Asia 
will  continue  to  fuel 
demand  for  every- 
thing from  paper 
products  to  chemi- 
cals— offsetting  the 
anticipated  downturn 
at  home.  Morris  Co- 
hen, an  economic 
consultant  in  Hack- 
ensack,  N.J.,  is  par- 
ticularly optimistic 
about  machine  tools 
because  of  the  Euro- 
pean recovery.  "A 
big  gain  in  exports 
should  help  to  offset 
a  drag  in  domestic 
orders"  especially 
fi-om  auto  makers, 
he  says. 

FEWER  SOFAS.  And 

with  aggi-egate  de- 
mand healthy,  some 
experts  believe 
that  many  U.  S.  com- 
panies will  be  able 
to  raise  their  prices 
and  preserve  the 

profit  margins  they  have  so  painful- 
ly acquired  in  recent  years.  "There 
won't  be  a  slowing  in  profit  mar- 
gins," says  James  R.  Solloway,  di- 
rector of  research  at  Argus  Re- 
search Corp.,  "only  a  slowing  in 
their  growth  rate." 

Of  course,  not  every  sector  will 
thrive  in  the  year  ahead.  Businesses 


that  produce  big-tick- 
et consumer  goods 
are  the  most  vulner- 
able. Already,  retail 
sales  of  autos  and 
furniture  fell  in  Janu- 
ary. Homebuilding, 
too,  is  slowing.  As  a 
result,  analysts  at 
Standard  &  Poor's 
Corp.  are  down  on 
industries  that  feed 
materials  to  these 
sectors:  Cuts  in  auto 
and  truck  output  re- 
fOOD  PRqCE_S_SORS   ^ly^g  ^^e  demand  for 


What's  Ahead 
in  1995 

Some  industries  should 
still  enjoy  plum  profits  this 
year,  while  the  economic 
slowdown  will  prime  the 
earnings  of  others.  Here's 
how  they  stack  up: 


PLUMS 


BIOTECH 
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TELECOMMUNICATIONS 

SOFTWARE 
SPECIALTY  CHEMICALS 

M 

FOOD  AND  DRUG  WHOLESALERS 
METALS  (LEAD,  ZINC,  NICKEL) 
METAL  AND  GLASS  CONTAINERS 
TEXTILES 
TRUCKING 


DATA  STANDARD  &  POOR'S  CORP 


the  lead  that  fills  car 
batteries.  Weaker 
housing  sales  mean 
fewer  consumers  are 
buying  sofas,  carpet- 
ing, and  La-Z-Boys. 
That  pinches  demand 
for  textiles,  37%  of 
which  ai'e  used  in 
home  furnishings. 

The  Fed's  tighten- 
ing will  also  hit  ser- 
vices. Ti'uckers  and 
wholesalers  that  dis- 
tribute consumer  goods  will  struggle 
to  stay  on  their  feet  this  year.  So 
will  financial  services,  especially  if 
short-term  interest  rates  go  higher. 
That  means  1995  will  not  bring  all 
good  news  for  corporate  planners, 
but  the  soft  landing  won't  clip 
everyone's  wings,  either. 

By  Kathleen  Madigan  in  Neiv  York 
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Fourth  Quarter  &  Full  Year  1994 

CORPORATE  SCOREBOARD 


lossary 

LES:  Includes  all  sales  and 
ler  operating  revenues.  For 
nks,  includes  all  operating 
'enues. 

OFITS:  Net  income  before 
jaordinary  items.  For  banks, 


profits  are  net  income  after 
security  gains  or  losses. 
MARGINS:  Net  income  from 
continuing  operations  before 
extraordinary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockholders  (most 
recent  12  monttis)  to  latest 
available  common  equity, 
which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Feb.  10,  1995,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


OMPANY  SALES  PROFITS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RATIO 

PER 

$MIL, 

% 

$MIL 

% 

SMIL. 

% 

SMIL 

% 

% 

12-31 

2-10 

SHARE 

LL-INDUSTRY  COMPOSITE 

1179554.2 

11 

4416362.7 

9 

66813.6 

71 

252279.4 

40 

5.7 

3.7 

15.9 

16 

2.37 

AEROSPACE  &  DEFENSE 

gOUSTRY  COMPOSITE 

24447.4 

-1 

92684.6 

-3 

682.8 

10 

3421.9 

0 

2.8 

2.5 

13.1 

14 

3.60 

OEING 

5120.0 

-9 

21924.0 

-14 

157,0 

-48 

856.0 

-31. 

3.1 

5.4 

8.9 

19 

2.51 

ENCORPd) 

495.7 

-6 

1739.5 

-9 

-30,4 

NM 

-13.0 

NM 

NM 

2.2 

-50.8 

NM 

-0,41 

ENERAL  DYNAMICS 

724.0 

-7 

3058.0 

-4 

58.0 

-9 

223.0 

-17 

8,0 

8.2 

17.4 

13 

3.51 

)CKHEED 

3844.0 

3 

13130.0 

0 

137.0 

1 

445.0 

5 

3,6 

3.6 

16.5 

11 

7.00 

ARTIN  MARIEHA 

2785.9 

-13 

9873.7 

5 

139.5 

18 

635.6 

41 

5,0 

3.7 

25.4 

8 

5.00 

CDONNELL  DOUGLAS 

3512.0 

-3 

13176.0 

-9 

165.0 

NM 

598,0 

67 

4,7 

NM 

15.7 

11 

5,05 

DRTHROP  GRUMMAN 

1880.0 

50 

6711.0 

33 

-121,0 

NM 

35.0 

-64 

NM 

NM 

2.5 

58 

0,72 

DHR(5) 

192.2 

-19 

873.2 

-21 

1.4 

-76 

0.3 

NM 

0,7 

2.4 

0.2 

NM 

0,02 

HIOKOL  (6) 

218.6 

-9 

1002.3 

-9 

11.3 

-24 

57.1 

-12 

5,2 

6.1 

14.6 

9 

2,97 

NITED  TECHNOLOGIES 

5675.0** 

3 

21197.0 

1 

165.0 

21 

585.0 

20 

2,9 

2.5 

14.4 

15 

4,40 

AUTOMOTIVE 

IDUSTRY  COMPOSITE 

104766.7 

18 

389879.5 

16 

4568.9 

47 

16713.6 

89 

4.4 

3.5 

31.1 

6 

5.14 

k)  CARS  &  TRUCKS 

ROUP  COMPOSITE 

93062.7 

18 

345180.1 

16 

4409.2 

61 

14986.1 

106 

4.7 

3.5 

35.3 

6 

6.08 

HRYSLER 

14200.0*' 

19 

52200.0 

20 

1168,0 

50 

3713.0 

54 

8.2 

6.5 

40.2 

5 

10,11 

IRD  MOTOR 

33643.0 

21 

128439.0 

18 

1569.0 

118 

5308.0 

110 

4,7 

2.6 

25.1 

5 

4,97 

ENERAL  MOTORS 

42553.3** 

14 

154951.0 

12 

1572.1 

34 

5658.6 

129 

3.7 

3.2 

55.5 

6 

6,20 

WISTAR  INTERNATIONAL  (2) 

1553.0 

19 

5305.0 

13 

43.0 

95 

102.0 

NM 

2,8 

1.7 

12,7 

15 

0.99 

kCCAR 

1113.5** 

24 

4285.1 

27 

57.1 

26 

204,5 

44 

5.1 

5.1 

16,7 

8 

5.26 

i)  PARTS  &  EQUIPMENT 

ROUP  COMPOSITE 

7948.5 

22 

30357.4 

19 

-43.4 

NM 

938.0 

7 

NM 

3.2 

12.8 

15 

1.94 

)VIN  INDUSTRIES 

515.6 

15 

2039.8 

10 

-46,3 

NM 

-17,4 

NM 

NM 

2.2 

-3,9 

NM 

-0.78 

JMMINS  ENGINE 

1277.6 

14 

4737.2 

12 

70,2 

33 

252.9 

39 

5,5 

4.7 

25.1 

7 

6.11 

1733.9 

19 

6762.5 

21 

59,6 

69 

228.2 

78 

3,4 

2.4 

24.3 

10 

2.31 

.TROIT  DIESEL 

424.6 

8 

1662.5 

7 

10.1 

36 

36.1 

74 

2.4 

1,9 

13.3 

15 

1.52 

iTON 

1605.0 

44 

6052.0 

38 

89-0 

197 

333.0 

85 

5.5 

2,7 

20.7 

11 

4.40 

IHLIN  (4) 

600.6 

20 

2330.8 

18 

31.8 

32 

128.8 

31 

5.3 

4.8 

15.4 

16 

2.19 

DERAL-MOGUL 

515.5 

31 

1895.9 

20 

11.8 

62 

63.3 

58 

2.3 

1.9 

10,0 

13 

1.55 

ftSCOTECH 

440.6 

12 

1702.3 

8 

-305.9 

NM 

-234.4 

NM 

NM 

4.7 

-37,0 

NM 

-4.20 

3DINE  MFG.  (9) 

240.5 

40 

863.8 

39 

17,4 

64 

60.0 

44 

7,2 

5.2 

20.4 

15 

1.96 

1ITH  (A.  0.) 

350.8 

13 

1373.5 

15 

13.6 

49 

57.3 

34 

3,9 

2.9 

18.3 

8 

2.75 

ANDARD  PRODUCTS  (6) 

243.8 

23 

937.1 

14 

5.3 

-14 

30.2 

-6 

2,2 

3.1 

12.3 

12 

1.81 

)  TIRE  &  RUBBER 

\OUP  COMPOSITE 

3755.5 

11 

14342.0 

7 

203.2 

24 

789.5 

18 

5.4 

4.9 

20.7 

12 

3.02 

INDAG 

183.6 

15 

650.6 

10 

27,6 

20 

94.0 

19 

15,0 

14.4 

21.6 

17 

3.51 

■OPER  TIRE  &  RUBBER 

361.3 

23 

1403.2 

18 

39,1 

40 

128.5 

26 

10.8 

9.4 

20.5 

18 

1.54 

lODYEAR  TIRE  &  RUBBER 

3210.5 

10 

12288.2 

6 

136,5 

21 

567.0 

16 

4.3 

3.9 

20.6 

10 

3.75 

Fourth  quarter  ended  Nov.  30.  (2)  Fourth  quarter  ended  Oct.  31.  (3)  First  quarter  and  most  recent  12  months  ended  Dec.  31.  (4)  First  quarter  and  most  recent  12  months  ended  Nov.  30.  (5)  First  quarter  and  most  recent 
months  ended  Oct.  31.  (6)  Second  quarter  and  most  recent  12  months  ended  Dec.  31.  (7)  Second  quarter  and  most  recent  12  months  ended  Nov.  30.  (8)  Second  quarter  and  most  recent  12  months  ended  Oct.  31.  (9) 
rd  quarter  and  most  recent  12  months  ended  Dec.  31.  (10)  Third  quarter  and  most  recent  12  months  ended  Nov.  30.  (11)  Third  quarter  and  most  recent  12  months  ended  Oct.  31.  (12)  Fourth  quarter  ended  Jan.  31. 
lies  include  excise  taxes.  *'Sales  include  other  income.  "'Sales  include  excise  taxes  and  other  income.  tRevenues  from  some  major  subsidiaries  not  included  in  sales.  Earnings  per  share  are  for  latest  12  months,  not 
:essarily  for  end  of  most  recent  fiscal  year,  NA  =  not  available.  NM  =  not  meaningful.  DATA;  STANDARD  &  POOR'S  COMPUSTAT  SERVICES,  A  DIVISION  OF  McGRAW-HILL  INC. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-10 


12 
MONTHS' 
EARNINGS 
PER 
SHARE 


3  BANKS 


INDUSTRY  COMPOSITE 


56484.9 


9  215772.1 


7  6924.3 


0  29037.9 


12 


12.3  13.4 


15.7 


(AJ  BX'^MS  -  EAST 
GROUP  COMPOSITE 


26665.5 


4  104539.6 


6  2945.1 


-9  12771.0 


14      11.0  12.6 


15.9 


4^56 

3.79 
3.92 
7.17 

5.65  m. 


BANK  OF  BOSTON 
BANK  OF  NEW  YORK 
BANKERS  TRUST  NEW  YORK 
BAYBANKS 


1230.0 
1122.0 
1750.0 
233.2* 


43 
25 
13 
18 


4316.5 
4083.0 
6526.0 
865.1 


32 
15 
12 
10 


120.8 
201.0 
101.0 
30.7 


18 
28 
-64 
35 


441.9 
749.0 
615.0 
108.4 


61 
34 
-43 
60 


9.8 
17.9 

5.8 
13.2 


11.9 
17.5 
18.0 
11.5 


15.4 
17.6 
13.6 
14.2 


9 
10 


CHASE  MANHATTAN 
CHEMICAL  BANKING 
CITICORP 

CORESTATES  FINANCIAL 


2619.0* 
3281.0* 
6779.0 
664.2' 


-14 
5 
-11 
10 


11187.0 
12685.0 
28968.0 
2497.1 


-2  229.0 

2  179.0 
0  1042.0 

3  111-5 


-27  1205.0 

-48  1294.0 

81  3422.0 

18  248.8 


159 
-18 
78 

-31 


8.7 
5.5 
15.4 
16.8 


10.3 
11.1 
7.6 
15.6 


15.3 
12.4 
24.0 
11.3 


6 
9 
6 
17 


5.87 
4.64 
7.15 

1.75  urn 


FIRST  FIDELITY  BANCORPORATION  654.4  10  2492.8  4  115.6  11  451.1  14  17.7  17.6  16.2 

FLEET  FINANCIAL  GROUP  1047.7**  1  4171.4  1  165.2  21  612.9  26  15.8  13.1  19.5 

INTEGRA  FINANCIAL  277.9  3  1063.7  0  39.1  5  169.1  11  14.1  13.9  18.3 

MELLON  BANK  1061.0**  13  3957.0  9  41.0  -70  433.0  -6  3.9  14.7  9.6 


15 


5.21 
3.75 
5.01 
_2_.42_ 
5.18  ilClCHi 
6.02 
2.57  .'I 
5.79 


MIDLANTIC 
MORGAN  (J.  P.) 
PNC  BANK 

REPUBLIC  NEW  YORK 


269.8* 
2369.0 
1231.7 

656.9* 


29 
23 
25 


1052.1 
8379.0 
4722.6 
2347.2 


5 
13 
22 
13 


77.2 
193.0 
28.5 
89.4 


31 

-51 
-83 
12 


279.1 
1215.0 
610.1 
340.0 


112 

-29 
-18 
13 


28.6 
8.1 
2.3 

13.5 


23.8 
21.4 
17.1 
15.2 


21.9 
13.2 
13.8 
15.5 


6 
11 
9 


SHAWMUT  NATIONAL 
STATE  STREET  BOSTON 
UJB  FINANCIAL 


602.4 

522.8* 

293.5 


12 
28 
17 


2251.2 
1885.8 
1089.2 


6 
23 
3 


93.5 
53.3 
34.3 


-36 
12 
39 


237.4 
207.4 
131.9 


-16 
15 
68 


15.5 
10.2 
11.7 


27.1 
11.6 
9.8 


11.4 
17.1 
12.3 


11 

12 
11 


(B)  BANKS  -  MIDWEST 

GROUP  COMPOSITE 


12330.8 


12  46615.5 


8  1576.8 


1  6976.9 


12.8  14.2 


16.4 


10 


3^02 

2.42 
3.40 
3  28 

3^80  tMt 


BANC  ONE 

BOATMEN'S  BANCSHARES 
COMERICA 

FIFTH  THIRD  BANCORP 


1838.9* 
557.2 
666.5 
314.5 


-5 
15 
25 
18 


7857.1 
2087.2 
2419.2 
1177.8 


3 
9 
15 
13 


64.4 
92.0 
96.6 
64.7 


-79 
19 
7 
20 


1005.1 
355.3 
387.2 
244.5 


-14 
12 
14 
19 


3.5 
16.5 
14.5 
20.6 


15.6 
15.9 
16.9 
20.3 


13.1 
16.1 
16.2 
17.5 


12 
9 


13 


FIRST  BANK  SYSTEM 
FIRST  CHICAGO 
FIRST  OF  AMERICA  BANK 
FIRSTAR 


546.4 
1326.7 
504.8* 
331.3 


15 
30 
13 
14 


2021.9 
4673.2 
1879.9 
1219.3 


5 
18 

5 
_6 

-1 
4 
1 

-1 


110.5 
173.4 
52.6 
56.1 


15 
0 

-20 
7 


419.8 
689.7 
220.5 
207.7 


41 
-14 
-11 
2 


20.2 
13.1 
10.4 
16.9 


20.1 
17.0 
14.7 
18.0 


18.5 
16.3 
14.7 
15.9 


11 

7 
9 


3.69 
3.22  I 


HUNTINGTON  BANCSHARES 
KEYCORP 

MARSHALL  &  ILSLEY 
MERCANTILE  BANCORPORATION 


318.9* 
1383.5* 
309.7* 
267,0* 


1219.7 
5257.8 
1178.8 
1023.3 


52.5 
193.8 
48,1 
_  40^9_ 

111,4 
141,5 

40,1 
204,9 

33,4 


-17 
58 
10 

150 


242.6 
853.5 
94.4 
161.0 


2 
20 
-45 
35 


16.5 
14.0 
15.5 
15,3 


20,2 
9.7 

14.6 
6.5 


17.3 
18.4 
9.0 
15.4 


10 


22 
10 


NATIONAL  CITY 
NBD  BANCORP 
NORTHERN  TRUST 
NORWEST 

OLD  KENT  FINANCIAL 


758.2 
937.0* 
393.5* 
1641.6* 
235.1* 


13 
23 
24 
12 
17 


2786.5 
3399.4 
1478.5 
6061.1 
874.8 


10 
17 
9 


19 
-7 
84 
10 


429.4 
547.3 
182.2 
800.4 
135.1 


6 
14 

9 
31 

6 


14.7 
15.1 
10.2 
12.5 
14.2 


15.4 
15.6 
13.6 
7.6 
15.1 


16.9 
16.8 
16.1 
22.2 
15.9 


10 
9 
11 
10 
9 


3.35 


(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE  9525.1 


17 


35209.9 


15  1238.2 


5055.0 


17 


13.0  14.0 


15.8 


4.33  I 

2.25 
3.67 
4.79 
_4_.47 

4.98PSm( 
6.12 
3.40 
2.59 


AMSOUTH  BANCORPORATION 
BANPONCE 
BARNEH  BANKS 
CRESTAR  FINANCIAL 


322.5* 
271.3* 
812.8 
274.4 


20 
19 


12 


1226.8 
1008.1 
3082.2 
1064.5 


17 
14 
-1 
10 


1,4 
32,6 
125.4 
42.4 


-96 
16 
11 
9 


127.3 
124.7 
488.0 
169.1 


-13 

21 

16 
_20_ 

13 
30 
30 
-_14_ 

15 
10 
10 


0.4 
12.0 
15.4 
15.4 


11,5 
12,3 
15.0 
15.7 


NA 
13.6 
16,5 
15.0 


13 
8 
9 
9 


FIRST  UNION 
NATIONSBANK 
REGIONS  FINANCIAL 
SIGNET  BANKING 


1687.8* 
3524.0* 
244.4 
358.0 


15 
19 
43 
21 


6219.5 
12910.0 
897.0 
1303.2 


10 
26 
36 
18 


231.5 
405,0 
37,2 
42,9 


19 
9 
33 
-14 


925.4 
1690.0 
145.9 
149.8 


13.7 
11.5 
15.2 
12.0 


13.3 
12,6 
16,4 
16.9 


15.4 
15.8 
14.4 
13.5 


10 
13 


59  »' 


SOUTHTRUST 
SUNTRUST  BANKS 
WACHOVIA 


363.4* 
860.6* 
805.9* 


26 
13 
16 


1293.4 
3238.6 
2966.7 


17 
6 
9 


45.4 
132.3 
142.1 


15 
11 
16 


173.0 
522.7 
539.1 


12.5 
15.4 
17.6 


13.7 
15.6 
17.7 


15.3 
14.8 
16.8 


10 
12 
11 


3.13 


(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE  7963.6 


13 

9 
18 
15 
25 


29407.1 


1164.2 


19  4235.1 


14 


14.6  13.9 


14.4 


10 


5  39  ^' 


BANCORP  HAWAII 

BANKAMERICA 

FIRST  INTERSTATE  BANCORP 

FIRST  SECURITY 


244,6 
4272,0 
1097,9 

259.5 


932.4 
15324.0 
4118.9 
959.1 


20 


17.2 
591.0 
211,3 

35.0 


-52 
19 
36 

_66_ 

-2 
132 
13 


117,7 
2176,0 

733,5 
_U0^1_ 

151.5 
75.3 
841.0 


-11 
11 
31 
23 


7.0 
13.8 
19.2 
13.5 


15.9 
13.7 
16.2 
10.1 


12.0 
12.2 
22.7 
15.8 


10 
9 
9 

_9_ 

18 
19 
11 


8.7 
2.81 


U.  S.  BANCORP 
UNION  BANK 
WELLS  FARGO 


500.8* 
310.8 
1278.0* 


-5 
14 
4 


1969.1 
1138.6 
4965.0 


65,9 
28,9 
215,0 


-41 
-9 
37 


13.2 
9.3 
16.8 


12.7 
4.6 
15.5 


8.6 
5.8 
22.6 


1.4C 
1.8 
14.78  IS 


4  CHEMICALS 


INDUSTRY  COMPOSITE 

35952.5 

16 

136389.8 

9 

2321.1 

172 

8519.3 

119 

6.5 

2.7 

18.3 

16 

2.63 

AIR  PRODUCTS  &  CHEMICALS  (3) 

920.8 

11 

3578.8 

7 

86.7 

15 

245.1 

18 

9.4 

9.1 

11.1 

22 

2.17 

ALBEMARLE 

286.6 

22 

1080.9 

20 

5.7 

194 

50.3 

217 

2.0 

0.8 

9.4 

17 

0.7S 

ARCADIAN  PARTNERS 

288.3 

30 

1101.5 

38 

22.3 

666 

80.4 

194 

7.7 

1.3 

NA 

8 

2.98 

ARCO  CHEMICAL 

947.0 

13 

3423.0 

7 

75,0 

10 

269.0 

25 

7,9 

8.1 

16.4 

15 

2.8C 

CABOT  (3) 

428.0 

7 

1709.3 

6 

33,9 

112 

96.6 

133 

7.9 

4.0 

16.8 

13 

2,42 

CBI  INDUSTRIES 

529.8'* 

21 

1890.9 

13 

18,8 

NM 

51.5 

NM 

3,6 

NM 

6.8 

21 

1.2C 

DEXTER 

250.8 

13 

974.7 

10 

9,2 

11 

37.9 

11 

3,7 

3.8 

11.1 

14 

1.56 

DOW  CHEMICAL 

5494.0** 

22 

20015.0 

11 

224,0 

NM 

938.0 

46 

4,1 

NM 

11.3 

19 

3.3/ 

ORPORATE  SCOREBOARD 


OMPANY  SALES  PROFITS 


MARGINS 

KtlUKN 
UUIVliVIUli 

12 

4TH 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EAl  \- ' 

fARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RAlio 

fER 

$  MIL, 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

% 

12-31 

2-10 

.'RE 

JPONT 

10137.0*** 

10 

39333.0 

6 

646.0 

173 

2727.0 

382 

6.4 

2.5 

22.2 

14 

ISTMAN  CHEMICAL 

1169.0 

19 

4329.0 

11 

104.0 

174 

336.0 

25 

8.9 

3.9 

27.8 

13 

4.0t 

tJGELHARD 

616.1** 

14 

2385.8 

1 1 

33.6 

NM 

1 18.0 

608 

5.5 

NM 

19-7 

22 

1.23 

ruvi 

nlL 

264  0 

-46 

1 1 74  1 

— JiJ 

24  6 

91 

97  8 

9 

9.3 

2.7 

25.5 

13 

0.83 

RRO 

313.9 

18 

1194.2 

12 

12.5 

-21 

47.4 

-18 

4.0 

6.0 

13.2 

16 

1.52 

JUER  (H.  B.)(l) 

295.7 

19 

1097.4 

13 

8.5 

445 

30.9 

42 

2.9 

0.5 

11.6 

15 

2.20 

EON 

350.5 

41 

1208.6 

24 

18.1 

NM 

57.9 

NM 

5.2 

NM 

22.0 

13 

2.06 

305  2 

59 

955  3 

24 

57  5 

450 

122  2 

189 

18.9 

5.5 

NM 

12 

2.88 

<ACE  (W.  R.) 

1472.9 

24 

5093.3 

15 

103.4 

-64 

83.3 

-38 

7.0 

23.9 

5.8 

49 

0.88 

^EAT  LAKES  CHEMICAL 

576.2** 

30 

2110.7 

15 

71.7 

3 

278.7 

2 

12.4 

15.7 

21.8 

15 

4.00 

(NNA  (M.  A.) 

459.7** 

30 

1719.4 

22 

10.2 

71 

37.0 

74 

2.2 

1.7 

9. 1 

21 

1.20 

~pri  It 

754  1 

2813  0 

91  1 

56 

274  2 

32 

12.1 

8.2 

21.7 

19 

2.29 

IC  GLOBAL  (6) 

451.8 

37 

1718.7 

50 

27.9 

NM 

72.2 

NM 

6.2 

NM 

10.8 

18 

2.50 

ICTITE 

182.6 

20 

703.6 

15 

21.3 

43 

82.4 

21 

11.5 

9.8 

20.0 

19 

2.33 

ONDELL  PETROCHEMICAL 

1096.0 

34 

3857.0 

0 

103.0 

635 

223.0 

NM 

9.4 

1.7 

354.0 

9 

2.78 

HMC  AMTfl 

un  oHn  1  u 

2090  0 

1 1 

8272  0 

54  0 

_7 

622  0 

26 

2.6 

3.1 

21.1 

14 

5.32 

ORTGN  INTERNATIONAL  (6) 

830.9 

20 

3115.5 

23 

72.7 

35 

264.5 

71 

8.8 

7.8 

18.2 

17 

1.75 

\LCO  CHEMICAL 

314.0 

-10 

1345.6 

-3 

22.7 

-44 

97.1 

-36 

7.2 

11.7 

15.7 

28 

1.25 

.  INDUSTRIES 

223.8 

22 

888.0 

10 

2.5 

NM 

-24.0 

NM 

1.1 

NM 

NM 

NM 

-0.47 

IM 
.In 

578  2 

13 

2558  1 

10 

25  8 

N  M 

90  8 

NM 

3.8 

NM 

10.8 

14 

3.55 

(AXAIR 

722.0 

18 

2711.0 

11 

55.0 

38 

203.0 

42 

7.6 

6.5 

24.2 

14 

1.45 

)HM  &  HAAS 

860.0** 

13 

3534.0 

8 

47.0 

81 

254.0 

110 

5.5 

3.4 

17.6 

15 

3.79 

IHULMAN  (A.)  (4) 

251.2 

50 

832.1 

24 

13.2 

35 

48.0 

20 

5.3 

5.8 

13.4 

22 

1.28 

■ERLING  CHEMICALS  (3) 

240.6 

84 

810.9 

59 

22.3 

NM 

44.9 

NM 

9.3 

NM 

50.1 

14 

0.80 

RRA  INDUSTRIES 

300.3** 

80 

1555.9 

35 

13.9 

NM 

56.2 

145 

4.5 

NM 

19.3 

15 

0.77 

im  CARBIDE 

1310.0 

22 

4865.0 

5 

157.0 

257 

389.0 

135 

12.0 

4.1 

25.1 

12 

2.44 

ITCO 

541.5 

8 

2224.7 

4 

25.6 

NM 

107.1 

442 

4.7 

NM 

11.5 

15 

1.92 

CONGLOMERATES 


IDUSTRY  COMPOSITE 

46966.9 

7 

171531.3 

7 

3044.3 

23 

10453.1 

35 

6.5 

5.6 

20.2 

15 

3.09 

CO  STANDARD  (3) 

2181.5** 

14 

8255.9 

19 

45.5 

43 

84,2 

473 

2,1 

1.7 

5.2 

51 

1.27 

LIEDSIGNAL 

3534.0 

15 

12817.0 

8 

205.0 

15 

759,0 

15 

5.8 

5.8 

27.1 

14 

2.68  1 

ILTEC  INDUSTRIES 

340.4 

-1 

1326.8 

-1 

25.9 

12 

94.0 

44 

7.5 

5.8 

NM 

12 

1.35 

AL 

917.5 

12 

3545.8 

18 

34.3 

20 

140.3 

27 

3.7 

3.5 

25.5 

15 

1,51 

XMEYER  HEALTH  (9) 

1305.1 

-6 

5158.3 

-4 

14.7 

94 

43.1 

399 

1,1 

0.5 

10.4 

9 

1.75 

NERAL  ELECTRIC 

17791.9** 

5 

50108.5 

8 

1585.4 

18 

5915.4 

41 

9.5 

8.4 

22.0 

15 

3,45 

kRCOURT  GENERAL  (2) 

802.7** 

5 

3154.2 

2 

43.2 

184 

97.5 

-18 

5,4 

2.0 

9.3 

28 

1.22 

r 

5736.0 

20 

23620.0 

12 

242.0 

38 

852.0 

29 

3.5 

3.1 

14.1 

13 

7,10 

iDEN 

556.4 

6 

2110.2 

3 

16.1 

-8 

67.8 

9 

2.9 

3.3 

13.6 

13 

1.55 

:emark  international 

993.6 

13 

3450.8 

11 

89.9 

21 

225.5 

31 

9.1 

8.4 

25.3 

12 

3.39 

ICKWELL  international  (3) 

2523.0 

1 

11145.4 

2 

164.7 

10 

549.3 

11 

6.3 

5.7 

19.4 

13 

2.95 

ledyne 

544.4 

2 

2391.2 

-4 

15.4 

4 

-8.4 

NM 

2.5 

2.5 

-3.1 

NM 

-0.15 

NNECO 

2818.0 

-10 

12174.0 

-1 

209.0 

53 

641.0 

55 

7,4 

4.4 

21.2 

13 

3.49 

xtron 

2377.0** 

-2 

9583.0 

7 

112.0 

9 

433.0 

14 

4,7 

4.2 

14.5 

11 

4.80 

W 

2446.7 

22 

9087,7 

14 

100.2 

59 

333.2 

51 

4.1 

3.1 

18.6 

13 

5.05 

LHI  t 

200.4 

-1 

832,7 

7 

8.2 

295 

19.7 

NM 

4.1 

1.0 

9.1 

47 

0.17 

HITMAN 

697.1 

4 

2558,8 

5 

31.8 

9 

105.4 

0 

4.6 

4.4 

19.8 

17 

1.00 

CONSUMER  PRODUCTS   

DUSTRY  COMPOSITE  72022.5         13    265946.1        10    4797.0        79    18777.2       46        6.7      4.2       24.3       17  2.33 


) APPAREL 


?OUP  COMPOSITE 

5136.4 

17 

19663.9 

10 

242.0 

30 

817.4 

26 

4.7 

4.2 

14.6 

18 

2.19 

OWN  GROUP  (11) 

406.9 

5 

1511.3 

8 

14.9 

20 

-0.8 

NM 

3.7 

3.2 

NA 

NM 

-0.06 

LLWOOD  (8) 

376.0 

10 

1239.5 

5 

11.1 

4 

35.8 

10 

3.0 

3.1 

11.3 

10 

1.76 

KE(7) 

1053,7 

31 

4100.1 

5 

84.9 

52 

323.3 

-3 

8.1 

5.5 

17.4 

15 

4.37 

FORD  INDUSTRIES  (7) 

192,2 

8 

654.5 

9 

6.1 

4 

20.3 

20 

3.2 

3.3 

14.9 

9 

2.35 

IILLIPS-VAN  HEUSEN  (11) 

379.4 

5 

1211.1 

9 

17.9 

-27 

33.2 

-15 

4.7 

6.9 

12.5 

13 

1.22 

EBOK  INTERNATIONAL 

709.2 

18 

3280.4 

13 

53.0 

5 

254.5 

14 

7.5 

8.4 

25.4 

12 

3.02 

ISSELL 

305.5 

22 

1098.3 

18 

28.5 

18 

78.8 

61 

9.3 

9.5 

12.7 

15 

1.95 

1289.3 

17 

4971.7 

15 

74.9 

23 

274.5 

11 

5.8 

5.5 

15.9 

12 

4.20 

;STPOINT  STEVENS 

424.2 

8 

1596.8 

6 

-49.4 

NM 

-203.4 

NM 

NM 

NM 

NM 

NM 

-6.02 

)  APPLIANCES  &  HOME  FURNISHINGS 


OUP  COMPOSITE 

10107.3 

24 

37436.6 

22 

114.5 

-50 

1271.0 

28 

1.1 

2.8 

14.0 

16 

1.52 

MSTRONG  WORLD  INDUSTRIES 

705.4 

13 

2752.7 

9 

47.5 

NM 

210.4 

231 

5.7 

NM 

27.8 

9 

5.22 

ST  BUY  (10) 

1349.9 

67 

4325.5 

78 

17.7 

59 

51.0 

64 

1.3 

1.4 

14.7 

23 

1.18 

«CUIT  CITY  STORES  (10) 

1405.4 

38 

5079.4 

33 

28.4 

46 

151.9 

21 

2.0 

1.9 

19.2 

15 

1.55 

EHER  (11) 

204.0 

120 

877.3 

134 

-1.1 

NM 

-1.7 

NM 

NM 

NM 

-16.7 

NM 

-0.33 

OD  GUYS  (3) 

281.7 

30 

795.4 

30 

8.5 

17 

15.1 

54 

3.1 

3.4 

12.7 

11 

1.15 

ILIG-MEYERS  (10) 

315.1" 

37 

1095.0 

35 

18.8 

18 

55.2 

31 

5.0 

6.9 

13.8 

19 

1.32 

TERCO 

277.2 

10 

1072.7 

9 

10.8 

78 

27.9 

31 

3.9 

2.4 

7.3 

13 

0.54 

«ABALL  INTERNATIONAL  (5) 

230.1 

12 

858.3 

10 

11.7 

39 

37.5 

1 

5.1 

4.1 

10.5 

15 

1.77 

•Z-BOY  CHAIR  (8) 

230.6 

10 

838.7 

13 

12.1 

16 

36.7 

13 

5  2 

5.0 

12.5 

14 

2.01 

i/ITZ  FURNITURE  (9) 

294.7 

7 

1037.2 

5 

5.0 

-45 

15.6 

231 

1.7 

3.4 

NM 

13 

0.52 

(SCO 

1148.0 

14 

4458.0 

15 

-13  8 

NM 

193.7 

-12 

NM 

5.7 

8.7 

20 

1.22 

lYTAG 

862.6 

15 

3372.5 

13 

18.0 

3 

151.1 

195 

2.1 

2.3 

20.7 

11 

1.42 

CORPORATE  SCOREBOARD  I 

COMPANY 

SALES 

PROFITS 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 

PRICE- 
EARNINGS 
RATIO 
2-10 

12 

MONTHS' 

earning; 

PER 
SHARE 

4TH 
QUARTER 
1994 
S  MIL 

CHANGE 
FROM 
1993 

12 
MONTHS 
1994 
$  MIL 

CHANGE 
FROM 
1993 

% 

4TH 
QUARTER 
1994 
$  MIL 

CHANGE 
FROM 
1993 

12 
MONTHS 
1994 
$  MIL 

CHANGE 
FROM 
1993 

MARGINS 

4TH  4TH 
QUARTER  QUARTER 
1994  1993 

%  % 

SUN  TV  &  APPLIANCES  (10) 

199.1 

30 

697.1 

35 

4.2 

3 

18.2 

18 

2.1 

2.7 

13.3 

9 

1.03 

SUNBEAM-OSTER 

298.8 

13 

1198.4 

12 

29.4 

23 

107.0 

20 

9.8 

9.1 

20,2 

19 

1.30 

TORO 

205.7 

52 

864.3 

22 

8.3 

NM 

32.4 

112 

4.0 

NM 

18.1 

12 

2.49 

WHIRLPOOL 

2099.0 

10 

8104.0 

8 

-91.0 

NM 

158.0 

-32 

NM 

3.6 

9.2 

25 

2.10 

uKUUr  uUMrUoilt 

18428.1 

1 5 

CRC lie 

1  o 

lo4U,b 

1  3 

23 

7.3 

7.3 

30.4 

21 

.A- 1.5 

ANHEUSER-BUSCH 

2959.1 

4 

12053.8 

5 

175.7 

5 

1032.1 

74 

5.9 

5.8 

23.2 

14 

3.91 

BROWN-FORMAN  (8) 

415.0 

5 

1416.7 

0 

49.1 

-22 

145.3 

-10 

11.8 

15.8 

29.3 

15 

2.04 

tANANDAtbUA  WINt  l4j 

243.5 

58 

718.5 

84 

10.3 

83 

16.4 

-7 

4.2 

3.7 

5.2 

39 

0.98 

tULA-UULA 

4017.0 

19 

16172.0 

16 

567.0 

22 

2554.0 

17 

14.1 

13.8 

45.5 

27 

1.98_ 

COCA-COLA  ENTERPRISES 

1487.0 

12 

5011.0 

10 

11.0 

257 

59.0 

NM 

0.7 

0.2 

5.0 

40 

0.52 

OR  PEPPER/SEVEN-UP 

184.0 

10 

769.0 

9 

14.2 

-34 

77.7 

-17 

7.7 

12.9 

NM 

29 

1.13 

PEPSICO 

9122.5 

18 

28472.4 

14 

513.3 

15 

1784.0 

12 

5.5 

5.7 

26.0 

17 

2.22 

ml  DCPCflMAI  CAQBT 



UKUUr  UUMrUol  1  L 

14818.7 

y 

D4Dyb.D 

7 

35 

4261.1 

105 

8.5 

6.9 

27.7 

19 

3.38 

ALBERTO-CULVER  (3) 

311.5 

9 

1243.0 

7 

11.2 

31 

46.7 

13 

3.6 

3.0 

14.0 

16 

1.57 

AVON  PRODUCTS 

1353.5 

13 

4265.5 

1 1 

110.1 

12 

264.8 

12 

8.1 

8.2 

149.3 

15 

3.75 

CLOROX  (6) 

414.5 

12 

1907.2 

10 

34.1 

11 

190.4 

10 

8.2 

8.2 

21.4 

16 

3.57 

COLGATE-PALMOLIVE 

1996.1 

8 

7587.9 

5 

137.1 

12 

580.2 

6 

6.9 

6.6 

30.5 

16 

3.82 

HELENE  CURTIS  INDUSTRIES  (10) 

NCH  (8) 

PROCTER  &  GAMBLE  (6) 


1799.2 
282.4 
184.6 

8467.0 


11 
5 

13 
9 


6070.2 
1239.2 
710.5 
31572.0 


12 
5 
5 
5 


199.9 
3.4 
10.7 
750.0 


NM 
21 
16 
15 


698.3 
17.8 
32.9 
2430.0 


64 
18 
-2 
301 


11.1 

1.2 
5.8 
8.9 


0.3 
1.0 
5.7 
8.4 


37.7 
8.3 
10.9 
25.0 


25 
16 
15 
19 


3.14 
1.88  V. 
3.98 
3.40 


(E)  TOBACCO 

GROUP  COMPOSITE 


23532.1 


88635.6 


1843.4     1033  6748.1 


48 


7.8 


0.8 


23.7 


12 


AMERICAN  BRANDS 
DIBRELL  BROTHERS  (5) 
PHILIP  MORRIS 
RJR  NABISCO  HOLDINGS 


3750.1* 
306.3 
13844.0 
4044.0 


7 
15 
12 

0 


13145.5 
955.2 
53775.0 
15366.0 


471.9 
3.3 
1092.0 
162.0 


228 
50 

222 
NM 


885.1 
-13.5 
4725.0 
764.0 


64 
NM 

32 
NM 


12.6 
1.1 
7,9 
4.0 


4,1 
0,3 
2,8 
NM 


19,8 
-10,5 
37,0 
6,6 


9 
NM 
11 
14 


4,38 

-LosT':^ 


STANDARD  COMMERCIAL  (9) 

UNIVERSAL  (5) 

UST 


301,9 

963,7* 

322,1* 


27 
12 
12 


1118,5 
3040,4 
1223,0 


4 
5 
10 


0,3 
14,9 
99,0 


NM 
-25 
14 


-20.5 
20.7 
387.5 


NM 

-55 
5 


0.1 
1.5 
30.7 


NM 
2  3 
30.3 


-20.5 
5.5 
86.6 


NM 
34 
16 


-2.44 
0.58 
1.87  1, 


7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 


8389.1 


19 


31448.5 


10 


246.6 


NM 


605.9 


NM 


2.9 


NM 


8.2 


34 


(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

2589.5 

9 

10614.2 

5 

14.5 

NM 

282.3 

NM 

0.6 

NM 

11.8 

21 

1.1 

BALL 

513.3 

10 

2594.7 

7 

22.0 

NM 

73.0 

NM 

3.5 

NM 

11.5 

14 

2.3 

CROWN  CORK  «.  SEAL  ' 

1091.4 

17 

4452.2 

7 

40.1 

14 

131.0 

-28 

3.7 

3.8 

9.6 

28 

1.4 

OWENS-ILLINOIS 

884.8 

1 

3567.3 

I 

-47.6 

NM 

78.3 

NM 

NM 

NM 

19.8 

17 

0.6 

(B)  PAPER 

GROUP  COMPOSITE 


5799.6 


23  20834.3 


13  232.1 


NM 


323.6 


NM 


4.0 


NM 


6.4 


46 


0.4S 


BEMIS 

FEDERAL  PAPER  BOARD 
GAYLORD  CONTAINER  (3) 
JEFFERSON  SMURFIT 


373.2 
528.3 
241.2 
881.3 


21 
28 
31 
21 


1390,5 
1559.5 
841,7 
3233.3 


15 
13 
14 
10 


22.2 
48.1 
11.8 
26.7 


18 
395 
NM 
NM 


72.8 
72.0 
-49.2 
12.3 


58 
NM 
NM 
NM 


6.0 
9.1 
4.9 
3.0 


6.1 
2.4 
NM 
NM 


17.4 
7.4 
NM 
NM 


19 
19 
NM 
NM 


1.4C 

1.51 
-0.9: 
0.1 


LONGVIEW  FIBRE  (2) 
RIVERWOOD  INTERNATIONAL 
ROCK-TENN  (3) 


228.3 
375.9 
192,1 


28 
31 
21 


790,9 
1282,8 
739,3 


15 
15 
13 


10,2 
-11,9 
10,0 


41 
NM 
27 


33,4 
10,2 
39.6 


-17 
217 
21 


4.5 
NM 

5.2 


4.0 
NM 
4.9 


8.3 
2.0 
14.0 


25 
NM 

15 


SONOCO  PRODUCTS 
STONE  CONTAINER 
TEMPLE-INLAND 


507.2 
1521.0 
751.1 


13 
30 
12 


2300.1 
5748.7 
2937.5 


18 
14 

7 


35.4 
29.8 
48.8 


15 
NM 
587 


129.8 
-128.8 
131.4 


9 
NM 
95 


5.0 
1.8 
5.5 


5.9 
NM 
1.1 


18.3 
-24.8 
7.5 


17 
NM 
20 


8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  COMPOSITE  102180.1 

12 

388862.2 

12 

2899.6 

36 

10129.8 

-9 

2.8 

2.3 

12.8 

21 

1.21 

AMES  DEPARTMENT  STORES  (11) 

511.3** 

-3 

2103.7 

NA 

-5.1 

NM 

28.3 

NA 

NM 

NM 

60.5 

3 

1.3 

AUTOZONE  (4) 

389.8 

21 

1574.9 

22 

27.5 

25 

122.0 

33 

7.1 

5.8 

21.8 

31 

0.8 

BAKER  (J.)  (11) 

262.0 

17 

1008.2 

26 

5.6 

2 

24.9 

23 

2.5 

2.9 

11.5 

8 

1.7 

BARNES  &  NOBLE  (11) 

359.0 

22 

1513.6 

20 

-3,4 

NM 

13.4 

212 

NM 

NM 

4.2 

31 

1.0 

BRADLEES (11) 

424.0 

-2 

1878.0 

0 

0,5 

50 

20.3 

21 

0.1 

0.1 

13.4 

6 

1.81 

BROADWAY  STORES  (11) 

497.1" 

2 

2157.1 

-2 

-18,4 

NM 

-57.3 

NM 

NM 

NM 

-18.4 

NM 

-1.4: 

BURUNGTON  COAT  FACTORY  WAREHOUSE  (5) 

555.5 

5 

1557.5 

13 

43,1 

-23 

27.8 

-50 

5.6 

9.0 

6.9 

15 

0.6i 

CALDOR  (11) 

625.0 

14 

2669.1 

15 

1,1 

-10 

43.1 

8 

0.2 

0.2 

14.5 

9 

2.5( 

CARSON  PIRIE  SCOn  11) 

277.3** 

-1 

1156.4 

1 

4,5 

NM 

37.5 

NM 

1.7 

NM 

15.3 

9 

1.8/ 

CHARMING  SHOPPES  (11) 

306.3 

-2 

1284.5 

4 

7,5 

-51 

53.3 

-19 

2.5 

4.8 

11.4 

10 

0.5' 

CONSOLIDATED  STORES  (11) 

310.1 

19 

1174.8 

15 

8,1 

19 

45.5 

19 

2.5 

2.6 

16.4 

20 

0.9 

DAYTON  HUDSON  (11) 

5045.0** 

9 

20594.0 

9 

57,0 

55 

433.0 

25 

1.3 

0.9 

14.9 

13 

5.7 

DILLARD  DEPARTMENT  STORES  (11) 

1378.4*' 

8 

5619.3 

8 

50,8 

20 

244.2 

2 

3.7 

3.3 

11.1 

13 

2.1 

DOLLAR  GENERAL  11) 

359.4 

32 

1346.9 

29 

17.3 

58 

52.8 

45 

4.8 

4.0 

22.0 

30 

1.1 

EDISON  BROTHERS  STORES  (11) 

353.6 

3 

1483.1 

0 

0.8 

-54 

13.8 

-71 

0.2 

0.5 

3.5 

21 

0.6 

F&M  DISTRIBUTORS  (11) 

192.4 

5 

743.5 

3 

-23.5 

NM 

-33.9 

NM 

NM 

0.7 

-89.1 

NM 

-3.5, 

FAMILY  DOLLAR  STORES  (4) 

356,3 

6 

1449.5 

9 

15.5 

4 

52.6 

-5 

4.4 

4.5 

16.4 

12 

l.J 

FEDERATED  DEPARTMENT  STORES  (11) 

1926.8** 

8 

7524.1 

5 

44.3 

119 

225.3 

45 

2.3 

1.1 

9.5 

12 

1.7 

FINGERHUT 

696.8 

10 

1934.4 

7 

12.7 

-59 

45.9 

-39 

1.8 

6.4 

9.2 

18 

0.9 
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ORPORATE  SCOREBOARD 


OMPANY 


SALES 


PROFITS 


4TH 
QUARTER 
1994 
SMIL 


CHANGE 
FROM 
1993 


12 
MONTHS 
1994 
SMIL 


CHANGE 
FROM 
1993 


4TH 
QUARTER 
1994 
$MIL 


CHANGE 
FROM 
1993 

% 


12 
MONTHS 
1994 
SMIL 


CHANGE 
FROM 
1993 


MARGINS 

4TH  4TH 

QUARTER  QUARTER 

1994  1993 

%  % 


RETURN  OH 
COMMON 

EQUITY  '.rSA 

12  MONTHS  EARIvr.'C 

ENDING  mi':, 

12-31  2-10 


12 

MONTHS' 
EARNINGS 
PER 
":MARE 


z.v, 

0.7^ 
2.78 
1.25 


»P{11) 

ECHINGER  (11) 
LLS  STORES  (11) 
DME  DEPOT  (11) 


988.3 
633.9 
457.2 
3240.1 


10 
21 
NA 
40 


3573.4 
2399.4 
1825.4 
11686.6 


13 
18 
NA 
33 


93.6 
3.3 
12.9 

140.8 


19 
37 
IMA 
36 


310.8 
30.5 
39.2 

571.2 


45 
16 
NA 
29 


9.5  8.8 

0.5  0.5 
2.8  NA 

4.3  4.5 


23.6 
5.8 
13.5 
17.4 


16 
18 


39 


VIART  (11) 
IHLS  (11) 
iNDS'  END  (11) 
MITEO  (11) 


8885.0* 
389.5 
246.2 

1715.2* 


9 
14 
14 

6 


36109.0 
1446.9 
960.5 
7203.0 


7 
18 
20 

1 


39.0 
13.8 
3.8 
90.5 


-63 
5 

-52 
10 


-464.0 
62.8 
38.8 
387.9 


NM 
25 
5 

-12 


0.4  1.3 

3.6  3.9 

1.6  3.7 

5.3  5.1 


-9.4 
21.0 
23.3 
15.3 


NM 

26 
15 
16 


-1,03 
1.71 
1.08 
1.07 


IWE'S(ll)  1579.0  36  5768.9 

ftY  DEPARTMENT  STORES  (11)  2945.0**  5  11980.0 

ELVILLE  3661.2  4  11285.6 

ERCANTILE  STORES  (11)                     679.5**  4  2779.3 


34 
5 


54.2 
139.0 
212.7 

26.2 


71 
5 

-10 
28 


203.0 
746.0 
307.5 
101.0 


72 
12 
-7 
18 


3.4  2.7 

4.7  4.7 

5.8  6.8 

3.9  3,1 


14.7 
19.1 
13.1 
7.5 


;iMAN  MARCUS  GROUP  (5) 
)RDSTROM  (11) 
FICE  DEPOT 
FICEMAX(ll) 


519.7* 
888.7 
1255.3 
493.4 


2 
12 
43 
25 


2104.9 
3906,3 
4266.2 
1701.4 


3 
7 
50 
NA 


19.8 
38.1 
32.2 
10.5 


30 
50 
36 
351 


20.5 
194.1 
105.0 

27.4 


-56 
50 
48 
NA 


3.8  3.0 

4.3  3.2 

2.6  2.7 

2.1  0.6 


-59.1 
15.2 
15.5 
4.2 


'C  (11) 

iSS  STORES  (11) 
ARS, ROEBUCK 
RVICE  MERCHANDISE 


364.5* 
295.0 
15440.0 
1722.6 


16 
12 
5 
5 


1336,7 
1215,7 
53920,0 
4050,4 


12 
11 
6 
6 


14,5 
11,1 
490,0 
86,0 


-33 
132 
-10 
-3 


41.1 
37.1 
1259.0 
61.6 


-43 
14 

-48 
-25 


4.0  6.9 

3.8  1.8 

3.2  3.7 

5.0  5.4 


6.8 
15.4 
13.5 
18.3 


29 
12 
12 
16 


NM 
18 
37 
48 


55 


15 
7 


1.34 
2.91 
2.75 
2.74 


ERRY-GO-ROUND  ENTERPRISES  (11)  199.1  -22  848.1  -11  -10.3  NM  -78.8  NM  NM  NM  -66.0  NM  -1.46 

EVER  (FRED)  (11)  626.8  -3  3104.2  6  -36.6  NM  28.6  -57  NM  1.5  5,4  33  1,00 

ICHAELS  STORES  (11)  283.1  82  852.6  51  7.8  61  27.5  18  2.8  3.1  8.3  24  1.50 

ICRO  WAREHOUSE  251.2  79  776.4  72  8.9  66  28.0  87  3.6  3.8  17.8  31  1.01 


-0.23 
2.36 
0.69 
0.54 


YLESS  CASHWAYS  (1)  702.2  1  2722.5  5  17.5  12  52.1  439  2.5  2.3  12.2  8  1.17 

NNEY(J.  C.)(ll)  5149.0**  9  20062.0  7  274.0  24  1068.0  21  5.3  4.7  19,8  10  4.31 

P  BOYS-MANNY,  MOE&  JACK  (11)  363.2  15  1368.1  12  20.6  18  77.2  24  5.7  5.5  13.5  27  1.27 

;ICE/COSTCO  (4)  4029.9**  9  16829,4  8  48,5  NM  196.4  61  1.2  NM  11.3  16  0.90 


0.84 
1.49 
3.16 
0.61 


lOPKO  STORES  (10) 
APLES  (11) 

RAWBRIDGE&  CLOTHIER  (11) 
LBOTS  (11) 


470.9 
552.1 
226.6* 
215.8 


6 
57 

1 
18 


1829.7 
1522.0 
996.6 
834.0 


7 
27 

2 
18 


11.3 
12.0 
0.5 
20.0 


-20 
-16 
662 
22 


29.2 
29.6 
23.1 
51.2 


-27 
19 
39 
37 


3.2 
4.0 
0.0 


2.4 
2.2 
0.2 
9^3 

3.2 
2.9 
0.7 

2^5  

0.3  1.5 

4.9  4.7 

1.5  0.9 

2.9  3.1 

1,8  NM 

NM  NM 


9,2 
8.9 
9.5 
13.5 


10 
50 
10 
24 


0.91 
0.54 
2.23 
1.47 


<(11)  1011.9  5  3770.5  5  32.8  -31  101.6  -19 

YS'R'US(ll)  1631.3  13  8438.9  13  47.4  26  497.5  11 

S.  SHOE  (11)  655.7  -3  2583.2  -2  4.7  -43  32.7  NM 

LUE  CITY  DEPARTMENT  STORES  (5)  205.6  -7  866.1  0  5.1  -47  34.4  0 


5.0 
2.6 
1.2 
4.4 


19.0 
17.3 
6.8 
15.4 


10 
18 
29 


1.28 
1.69 
0.71 
1.07 


NTURE  STORES  (11) 
<ING  OFFICE  PRODUCTS  (5) 
\BAN  (11) 


463.6* 

189.2 

905.6 


4 
42 
1 


1967.5 
673.7 
3568.5 


10 
36 

-2 


1.6 
9.2 
13.4 


-76 
48 
56 


34.8 
38.4 

-1.2 


-23 
54 
NM 


13.1 
23.4 
-0.3 


7 
30 
NM 


1.90 
0.91 
-0.05 


a-MART  STORES  (11) 
)OLWORTH  (11) 

LE(5) 


20417.7 
2097.0* 
205.5 


21 
-12 
11 


78406.7 
8549.0 
NA 


22 
-14 
NA 


588.1 
37.0 

-3.2 


13 
NM 
NM 


2519.4 
-154.0 
NA 


14 
NM 
NA 


20,8 
-11.9 
NA 


21 
NM 
NA 


1.10 
-1.17 
NA 


ELECTRICAL  &  ELECTRONICS 


DUSTRY  COMPOSITE 

42139.4 

17 

154659.4 

16 

2914.3 

33 

11360.5 

27 

6.9 

6.1 

17.4 

17 

2.67 

)  ELECTRICAL  PRODUCTS 

!OUP  COMPOSITE 

8212.9 

9 

29780.8 

4 

307.2 

NM 

1412.9 

24 

3.7 

NM 

11.5 

24 

1.41 

lETEK 

200.3 

9 

808.0 

10 

10,3 

NM 

39.0 

NM 

5.1 

NM 

60.0 

17 

1.05 

OPER  INDUSTRIES 

1239.9** 

7 

4588.0 

-4 

85,5 

14 

292.8 

-2 

6.9 

6.5 

9.0 

19 

2.10 

lERSON  ELECTRIC  (3) 

2284.6 

14 

8882.3 

8 

224,8 

-24 

835.3 

0 

9.8 

14.6 

19.2 

18 

3.74 

BBELL 

277.2 

31 

1013.7 

22 

28.5 

NM 

106.5 

61 

10.3 

NM 

17.9 

15 

3.20 

iGNETEK  (6) 

290.6 

12 

1158.9 

2 

4.5 

NM 

10.4 

NM 

1.5 

NM 

8.7 

33 

0.42 

TIONAL  SERVICE  INDUSTRIES  (4) 

481.0 

5 

1902.9 

4 

21.1 

10 

84.6 

12 

4.4 

4.2 

11.5 

15 

1.71 

YCHEM  (5) 

382.5 

8 

1502  9 

8 

20.0 

NM 

-34.7 

NM 

5.2 

0.5 

-5,0 

NM 

-0.80 

DMAS  &  BEHS 

288.8 

17 

1076.2 

12 

19.6 

46 

1.9 

-96 

5.8 

5.4 

0,3 

NM 

0.10 

:STINGHOUSE  ELECTRIC 

2768.0 

5 

8848.0 

0 

-107,0 

NM 

77.0 

NM 

NM 

NM 

1,7 

NM 

0.07 

1  ELECTRONICS 

OUP  COMPOSITE 

17553.1 

15 

65079.7 

18 

1276.9 

26 

4217.5 

25 

7.3 

6.7 

16.5 

18 

2.72 

lYSTEMS 

553.0 

6 

2028.3 

-3 

29,9 

-6 

95.6 

-22 

5.4 

5.1 

11.8 

16 

2.79 

NERAL  INSTRUMENT 

540.3 

32 

2036.3 

46 

86,8 

119 

248.5 

175 

15.1 

9.7 

44.8 

15 

2.01 

1  HUGHES  ELECTRONICS 

3662.9 

-2 

14062.3 

5 

255,6 

-8 

1079.6 

17 

7,0 

7.4 

13.9 

13 

2.70 

RRIS  (6) 

872.3** 

7 

3463.9 

8 

34,8 

16 

130.8 

9 

4,0 

3.7 

11.2 

13 

3.31 

TON  INDUSTRIES  (5) 

788.8 

-6 

3393.8 

-1 

32,1 

24 

57.5 

-35 

4.1 

3.1 

8.8 

30 

1.21 

WL  (9) 

1334.9 

48 

5445.7 

53 

71,0 

25 

276.5 

37 

5.3 

6.3 

18.4 

13 

3,26 

ITOROLA 

6453.0 

29 

22245.0 

31 

515.0 

51 

1560.0 

53 

8.0 

6.8 

20.5 

24 

2,65 

VTHEON 

2729.0 

8 

10013.1 

9 

205,7 

11 

596.8 

-14 

7.5 

7.4 

13.9 

15 

4,51 

MSORMATIC  ELECTRONICS  (6) 

217.8 

36 

761.5 

39 

25.3 

34 

83.8 

33 

11.5 

11.8 

10,7 

25 

1,26 

RIAN  ASSOCIATES  (3) 

401.1 

24 

1629.9 

21 

20.8 

78 

88.4 

74 

5.2 

3.6 

19,7 

16 

2,49 

1  INSTRUMENTS 

OUP  COMPOSITE 

4832.0 

11 

17864.7 

10 

223.1 

67 

728.2 

55 

4.6 

3.1 

15.7 

16 

2.17 

::kman  instruments 

250.0 

6 

888.5 

1 

13.2 

NM 

47.3 

NM 

5.3 

NM 

14,9 

18 

1,68 

NEYWELL 

1737.7 

7 

6057.0 

2 

!04,9 

-7 

278.9 

-13 

6.0 

7.0 

15,1 

17 

2,15 

INSON  CONTROLS  (3) 

1857.6 

17 

7143,1 

14 

41.2 

8 

168.3 

17 

2.2 

2.4 

15.3 

13 

3.88 

RKIN-ELMER  (6) 

261,0 

2 

1032,6 

NA 

17.1 

-23 

70.3 

NA 

6.6 

8.6 

24.5 

18 

1.61 

RI|C;iMF^^  WFFk  /MARrH  (=,    IQQR  1  n"? 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4TH 

UnHI'ibL. 

4TH 

nuftMnc 

12 

4TH 

4TH 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RATIO 

SMIL 

% 

$MIL 

% 

$MIL 

% 

SMIL 

% 

% 

% 

12-31 

2-10 

TEKTRONIX  (7) 

348.4 

10 

1371.9 

8 

18.4 

60 

73.9 

NM 

5.3 

3.6 

13.9 

15 

TERADYNE 

190.1 

29 

677.4 

22 

22.5 

76 

70.9 

97 

11.8 

8.7 

15.4 

19 

TRACOR 

187.2 

7 

694.0 

70 

5.9 

56 

18.5 

100 

3.1 

2.2 

20.5 

12 

12 
MONTHS 
EARNING 
PER 
SHARE 


2.44 
1.91 
0.96 


m 


(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  COMPOSITE  11541.4  29 


41934.2 


27  1107.1 


5002.0 


26 


9.6 


12^0 

10.1 


4.8 
7.8 


21.8 


15 


3.5' 

3.02|l!li 

3.52 
0.91 
0.96 


ADVANCED  MICRO  DEVICES 
AMP 

AMPHENOL 
ANALOG  DEVICES  (2) 


545.2 
1097.0 
185.4 
203.3 


32 
26 
22 
14 


2134.7 
4027.0 
692.7 
773.5 


30 
17 
15 
16 


40.8 
101.0 
13.0 
21.7 


-2 
42 
77 
55 


305.3 
369.0 
42.4 
74.5 


33 
24 
71 


7.5 
9.2 
7.0 
10.7 


17.0 
15.9 
15.9 
14.3 


10 
21 
27 
24 


CIRRUS  LOGIC  (9) 

INTEL 

LSI  LOGIC 

MICRON  TECHNOLOGY  (4) 


228.6 
3228.0 
255.7 
535.0 


48 
35 
35 
67 


786.0 
11521.0 
894.8 
1843.5 


62 
31 
24 
81 


14.5 
372.0 

36.5 
159.3 


-28 
-37 
132 
136 


57.1 
2288.0 
108.7 
492.2 


124 

0 
102 
191 


6.3 
11.5 
14.3 
29.8 


13.0 
24.9 
8.3 
21.1 


14.5 
25.3 
20.0 
40.7 


18 
15 
26 
11 


1.84 
5.24 

1.91 
4.681 


MOLEX  (6) 

NATIONAL  SEMICONDUCTOR  (7) 
READ-RITE  (3) 
SCI  SYSTEMS  (6) 


275.0 
584.4 
219.5 
621.5 


22 
0 
56 
47 


1049.8 
2292.3 
726.1 
2248.5 


17 
5 
32 
30 


27.9 
67.0 
19.6 
10.2 


30 
10 
NM 
11 


107.3 
272.2 
41.6 
31.8 


30 
46 
NM 
-14 


10.2 
11.5 
8.9 
1.6 


9.5 
10.4 
NM 
2.2 


11.8 
21.4 
9.9 
10.1 


23 
9 
18 
17 


1.35 
2.07 
0.8' 
1.1 


9 


SOLECTRON  (4) 
TEXAS  INSTRUMENTS 
VISHAY  INTERTECHNOLOGY 


506.7 
2782.0 
274.2 


57 
17 
34 


1641.6 
10315.0 
987.8 


61 
21 
15 


18.2 
188.0 
17.5 


53 
41 


61.8 
691.0 
58.9 


61 
45 
38 


3.6 
6.8 
6.4 


3.7 
5.6 
4.3 


17.6 
22.7 
10.8 


16 
11 
22 


1.46  iFy 

7.27 
2.5: 


2  JliSI 


10  FOOD 


INDUSTRY  COMPOSITE 


80072.8 


6  304582.2 


1682.0 


-17  6850.8 


2.1 


2.7 


18.2 


22 


(A)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 


9241.5 


10  36613.3 


9.4 


-93 


393.9 


0.1 


1.5 


11.7 


21 


INTERNATIONAL  MULTIFOOOS  (10)  693.8  18  2333.0  6  10.9  -12  40.2  NM  1.6  2.1  14.2  9  2.2a- 

RICHFOOD  HOLDINGS  (8)  344.6  21  1339.6  13  5.4  21  23.1  30  1.6  1.6  21.3  16  1.0^".™ 

RYKOFF-SEXTON  (8)  392.7  7  1540.6  7  4.0  75  8.6  NM  1.0  0.6  4.2  27  C 

SMART  &  FINAL  247.5  23  952.5  14  4.0  46  17.5  18  1.6  1.4  14.2  18  0.8E 


SUPER  FOOD  SERVICES  (4) 
SUPER  RITE  (10) 
SUPERVALU  (10) 
SYSCO  (6) 


271.2* 
376.8 
3908.2 
3006,7 


0 
17 

6 
13 


1130.2 
1400.8 
16360.1 
11556.5 


-2 
12 
2 
9 


2.4 
3.3 
-84.1 
63.5 


5 
39 
NM 
14 


8.9 
7.9 
52.6 
235.0 


-5 
425 
-71 

11 


0.9 
0.9 
NM 

2.1 


0.8 
0.7 
1.2 
2.1 


6.7 
18.6 

4.4 
18.3 


14 
19 
32 
22 


0.82  - 
0.81  * 


(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 


37252.9 


140002.6 


1238.9 


-21 


4518.9 


-19 


3.3  4.5 


17.7 


24 


4t 

:  _  n 


BORDEN 

CAMPBELL  SOUP  (5) 

CONAGRA  (7) 

CPC  INTERNATIONAL 


1544.0 
1864.0 
6288.6 
2018.5 


5 
6 
-1 
15 


5626.1 
6791.0 
24004.2 
7425.4 


2 
2 
7 
10 


-484.1 
197.0 
149.9 
136.5 

20.0 
1.2 
10.6 
149.2 


NM 
19 
12 
9 


-539.0 
661.0 
462.2 
345.1 


NM 
144 

17 
-24 


NM 
10.6 
2.4 
6.8 


NM 

9.4 
2.1 
7.2 


NM 
30.7 
18.3 
20.3 


NM 
17 
17 
24 


-3.7E  II 
2.6^  Iflff 
1.92 
2.2J 


DEAN  FOODS  (7) 
DOLE  FOOD 

FLOWERS  INDUSTRIES  (6) 
GENERAL  MILLS  (7)  

HEINZ  (H.J.)  (8) 
HERSHEY  FOODS 
HORMEL  FOODS  (2) 
HUDSON  FOODS  (3) 


662.8 
954,5 
270.0 
2201.8 

1975,4 
1079.9 
840.5 
280.0 


15 
20 
15 
1 

9 
4 
3 
\2 

14 
4 

2 
17 


2571.6 
3841.6 
1041,7 
8427.8 


12 
12 
6 
2 


15 
NM 

30 
6 


79.7 
67.9 
33.5 
463.4 


25 
-13 
-12 
-10 


3.0 
0.1 
3.9 
6.8 


3.0 
NM 
3.5 
6.4 


14.5 
6.2 
11.4 
33.6 

23.6 
12.8 
17.8 
14_.7 

23.4 
6.9 
39.2 
27.6 


15 
25 
21 
20 


5  iiio 


2.93 


2.U 


7367.2 
3606.3 
3064.8 
1070.5 


2 
3 
7 
14 

3 
0 
4 
_14 

9 
1 
4 

7 


139,6 
24,8 
54.2 
9.8 


-28 
-73 
24 
61 


551.9 
184.2 
118.0 
30.7 


-4 
-38 
17 
73 


7.1 
2.3 
6.5 
3.5 


10.7 
8.9 
5.3 
2.4 


18 
24 
18 
16 


1.71 


IBP 

INTERSTATE  BAKERIES  (7) 
KELLOGG 

LANCASTER  COLONY  (6) 


3233.5 
280.7 

1592.0 
225.2 


12075.4 
1158.9 
6562.0 
770.5 


77.8 
6.1 
153.3 
20.0 


247 
-17 
3 
29 


182.3 
13.4 

705.4 
66.6 


135 
-50 
4 
28 


2.4 
2,2 
9,6 
8,9 


0.8 
2.7 
9.5 
8.1 


22 
18 
15 


3.15] 
2.2 


McCORMICK  (1) 

PET  (6) 

PILGRIM'S  PRIDE  (3) 
QUAKER  OATS  (6) 


508.6 
457.9 
227.0 
1507.9 


10 
0 
2 

11 


1694.8 
1576.3 
927.8 
6211.1 


-2.7 
39.2 
0.6 
34.4 


NM 

-2 
-93 
-20 


61.2 
112.6 

23.2 
193.1 


-39 
-3 
-3 

-37 


NM 
8.6 
0.2 
_2.3 

6,1 
7,0 
5,4 
1.3 


3.8 
3.2 


12.4 
31.1 
14.3 
40.4 


30 
23 
10 
24 


6.3 
7.7 
5.9 
1.3 


38.2 
54.8 
7.1 
3,1 


RALCORP  HOLDINGS  (3)  278,4  4          998.3  8  17.1  2  54.0  4 

RALSTON  PURINA  GROUP  (3)  1513.5  -12         5548.5  -7  106,4  -20  204,1  -37 

SARA  LEE  (6)  4648.0  16       16668,0  11  252.0  7  260.0  -65 

SAVANNAH  FOODS  &  INDUSTRIES  (3)  2_82_5  1  10^^  Z  .  _  ^  3^6  2  _5^8_  5  

SMITHFIELD  FOODS  (8)      "  '                385.4  9         1521.2  17  7.8  745  29.3      NM         2.0       0.3  17.2 

SMUCKER  (J.  M.)  (8)  184.3  41           597.1  25  12.3  18  32.7      -11         6.7       8.0  13.1 

THORN  APPLE  VALLEY  (7)  186.2  __-2  _773.4  3  7.7  113   l?A__5Z  ^1^-  i^A 

TYSON  FOODS  (3)  1326.4  15         5283.8  11  52.2  18  5.7      -97         3,9       3,9  0,4 

UNIVERSAL  FOODS  (3)  187,7  -15          896.8  -1  35.6  146  72.0       25       19.0       6.6  22.0 

WLRF00DS(6)  247.8  36          824.1  19  6.8  64  21.9       43         2.7       2.3  12.3 


14 
25 
54 
51 

19 
21 
9 


1.61 
1.8!  5^ 
0.44 
0.2- 


1.7C 

i.iT 

2.9 


NM 
11 
13 


0.0: 

2.7 
1.9 


(C)  FOOD  RETAILING 


GROUP  COMPOSITE 

33578.3 

4 

127966.3 

3 

433.7 

26 

1938.0 

23 

1.3 

1.1 

22.0 

18 

ALBERTSON'S  (11) 

2928.0 

7 

11887.5 

9 

94.3 

50 

400.1 

26 

3.2 

2.3 

25.4 

19 

AMERICAN  STORES  (11) 

4431.9 

-2 

18579.1 

-1 

97,9 

116 

316.6 

24 

2.2 

1.0 

16.5 

11 

BRUNO'S  (6) 

784.1 

2 

2863.3 

-1 

14.1 

51 

47.7 

32 

1,8 

1.2 

11.3 

16 

CASEY'S  GENERAL  STORES  (8) 

225.1' 

20 

800.8 

13 

7.5 

40 

20.4 

37 

3.3 

2.9 

11.9 

18 

DELCHAMPS  (6) 

260.5 

-5 

1052.8 

-2 

0.2 

-9^ 

7.6 

-44 

0.1 

0.9 

5.6 

16 

1.5! 

2.2; 
0.6: 
0.8; 
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)MPANY  SALES  PROFITS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

UkI,:., 

EARNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RA]i ; 

PER 

SMIL 

% 

$MIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

12-31 

2-10 

i'>RE 

252  2 

_3 

1024  0 

—4 

-7  4 

NM 

-24  6 

NM 

NM 

0  5 

-51  8 

NM 

OD  LION 

2456.9 

3 

7932.6 

4 

50.4 

NM 

152.9 

NM 

2.1 

NM 

15.5 

17 

0.3^ 

m  FOOD  (10) 

834.8 

4 

3650.0 

4 

18.6 

5 

89.9 

-2 

2.2 

2.2 

12.4 

15 

1.51 

EAT  ATLANTIC  &  PACIFIC  TEA  (10) 

2345.6 

0 

10324.4 

-1 

-185.7 

NM 

-191.8 

NM 

NM 

0,0 

-24.9 

NM 

-5.02 

611 .9** 

19 

2291  8 

12 

16  7 

62  3 

14 

2.7 

2.3 

14.1 

J  7 

1 .50 

SLES  MARKETS  (3) 

330.2 

11 

1265.8 

9 

3.8 

0 

16.6 

27 

1.2 

1.3 

10.5 

11 

0.90 

OGER 

5585.8 

3 

22959.1 

3 

92.0 

6 

268.9 

57 

1.6 

1.6 

NM 

11 

2.37 

noil  oimmBiAni/p'TC* 

iRSH  SUPERMARKETS  (9) 

307.3*** 

5 

1318.8 

8 

1.8 

12 

8.2 

3 

0.6 

0.5 

7.3 

10 

0.97 

TIONAL  CONVENIENCE  STORES  (6) 

220.5 

3 

888.3 

NA 

1.6 

6 

3.4 

NA 

0.7 

0.7 

4.4 

16 

0.54 

NN  TRAFFIC  (11) 

828.1** 

6 

3319.1 

8 

4.8 

NM 

21.5 

339 

0.6 

NM 

106.6 

18 

1.97 

ALITY  FOOD  CENTERS 

192.2 

18 

575.9 

11 

8.4 

14 

26.4 

1 

4.4 

4.5 

17.5 

18 

1.34 

ODICK  (3) 

508.3 

9 

1952.2 

10 

8.3 

32 

33.8 

20 

1.6 

1.3 

11.4 

14 

1.44 

FEWAY 

4890.3 

4 

15626.6 

3 

85.7 

83 

250.2 

103 

1.8 

1.0 

45.5 

17 

2.02 

IITH'S  FOOD  &  DRUG  CENTERS 

753.9 

4 

2981.4 

6 

14.2 

43 

48.8 

6 

1.9 

1.4 

10.3 

16 

1.73 

DP  &  SHOP  (11) 

854,6 

6 

3751.4 

7 

16.7 

35 

79.0 

31 

2.0 

1.5 

40.8 

16 

1.52 

IS  MARKETS 

438.4 

18 

1556.7 

8 

22.3 

15 

76.2 

5 

5.1 

5.2 

10.0 

14 

1.75 

NN-DIXIE  STORES  (6) 

3537.8 

5 

11364.9 

3 

67.5 

6 

223.9 

-7 

1.9 

1.9 

21.0 

18 

3.02 

.  FUEL 


3USTRY  COMPOSITE 

109743.1 

8 

411895.8 

2 

4856.2 

68 

15005.2 

4 

4.4 

2.9 

10.4 

20 

2.38 

1  COAL,  OIL  &  GAS 

OUR  COMPOSITE 

105074.3 

o 
o 

QQ^I CIO 

£. 

ARI  T  ft 
*fDl  /.o 

U 

J.  1 

1  Q 

ERADA  HESS 

1788.6** 

7 

6698.8 

14 

8.7 

NM 

13.1 

NM 

0.5 

NM 

2.4 

60 

0.79 

GCO 

6952.0** 

6 

26979.0 

5 

536.0 

-8 

1789.0 

-2 

1.1 

8.9 

12.6 

16 

3.60 

HUND  (3) 

2534.0 

7 

9667.0 

1 

35.0 

-40 

174.0 

-1 

1.4 

2.4 

11.6 

13 

2.55 

JVNTIC  RICHFIELD 

3939.0 

-iU 

i  DUoD.U 

1 

-1  o 

o  i  J,  .U 

NM 

y  1  y.u 

/  .y 

IN  IVl 

1  /I  CJ 
14. tS 

I  y 

D.Do 

RLINGTON  RESOURCES 

240.5 

-8 

1054.8 

1 

52.8 

1 

1 54.2 

-40 

22.0 

19.8 

6. 1 

29 

1 .20 

EVRON 

9247.0** 

4 

35844.0 

-3 

525.0 

79 

1595.0 

26 

5.7 

3.3 

11.1 

19 

2.45 

^STAL 

2352.1 

-8 

10215.3 

1 

81.8 

8 

232.6 

97 

3.5 

3.0 

9.0 

14 

2.05 

MONO  SHAMROCK 

675.6 

8 

2606.3 

2 

15.5 

761 

75.8 

133 

2.3 

0.3 

12.4 

10 

2.45 

(ON 

27033.0** 

Q 

i5 

1  m  HQ  1  Q 

i  yuu.u 

97 

c  1  r\r\  r\ 
D 1  UU.U 

o 
-o 

7  ri 

D  .U 

i  o  .o 

1  ^ 

A  rt7 

A 

887.3 

1  "3 

U 

7 

oD.  / 

IN  Ivl 

1  no  n 

A  R 

IN  Ivl 

Q  1 

1  1 

A  ^A 

^R-McGEE 

829.5 

Q 

3353  4 

2 

20  4 

N  M 

90  1 

IJ 

2  5 

0  0 

5  8 

28 

1  74 

JISIANA  LAND  &  EXPLORATION 

206.2** 

-14 

801.5 

-2 

-222.4 

NM 

-226.9 

NM 

NM 

2.6 

-39.4 

NM 

-6.80 

PCO 

823.8** 

19 

3059.3 

13 

37.6 

8 

79.1 

-38 

4.6 

5.0 

13.4 

21 

2.64 

rCKELL  ENERGY  &  DEVELOPMENT  ( 1 1)  188.7 

-24 

852.7 

-12 

8.6 

NM 

26.4 

-32 

4.6 

NM 

3.5 

31 

0.49 

BIL 

18892.0** 

12 

67110.9 

5 

523.0 

50 

1759.0 

-16 

2.8 

2.1 

10,1 

20 

4.28 

RPHY  OIL 

431.4** 

2 

1768.5 

6 

18.2 

-10 

106.6 

23 

4.2 

4.8 

8.3 

18 

2.37 

:iDENTAL  PETROLEUM 

2564.0 

27 

9236.0 

14 

0.0 

NM 

-36.0 

NM 

0.0 

0.8 

-3,5 

NM 

-0.36 

a  ENERGY 

284,0** 

24 

1072.0 

2 

14.0 

NM 

-65.0 

NM 

4.9 

NM 

-15.2 

NM 

-0.68 

4NZ0IL 

657.4** 

15 

2562.9 

0 

-11.5 

NM 

-283.7 

NM 

NM 

16.1 

-23.1 

NM 

-6.16 

ILLIPS  PETROLEUM 

3017.0 

5 

12211.0 

-1 

162.0 

710 

484.0 

98 

5.4 

0.7 

16.4 

17 

1.85 

TSTON  MINERALS  GROUP 

208.9 

17 

810.3 

16 

8.2 

NM 

-52.9 

NM 

3.9 

NM 

NM 

NM 

-7.50 

l\KER  STATE 

227.2 

47 

755.3 

20 

2.7 

230 

14.0 

42 

1.2 

0.5 

5.5 

30 

0.49 

H 

2862.0** 

25 

9908.0 

5 

3.0 

-95 

97.0 

-66 

0.1 

2.8 

5.0 

32 

0.91 

lORO  PETROLEUM 

220.7** 

7 

877.2 

5 

15.3 

-8 

20.5 

21 

6.9 

8.0 

12.2 

13 

0.77 

(ACO 

8959.0** 

4 

33353.0 

-2 

381.0 

9 

979.0 

-22 

4.3 

4.1 

9.9 

18 

3.43 

SCO 

1798.8 

57 

6365.8 

79 

20.8 

33 

83.8 

4 

1.2 

1.4 

13.8 

12 

2.27 

RAMAR 

687.0 

17 

2475,4 

2 

6.4 

-74 

61.0 

-29 

0.9 

4.3 

10.9 

17 

1.56 

ION  TEXAS  PETROLEUM  HOLDINGS 

214.0 

13 

748,0 

10 

17.0 

240 

67.0 

116 

7.9 

2.6 

19.7 

25 

0.76 

OCAL 

1984.0** 

1 

7965.0 

-5 

-68.0 

NM 

124.0 

-64 

NM 

2.2 

3.3 

75 

0.36 

K-MARATHON  GROUP 

3408.0* 

17 

12757.0 

7 

37.0 

NM 

321.0 

NM 

1.1 

NM 

10.0 

14 

1.10 

.ERO  ENERGY 

562.6 

100 

1837.4 

50 

3.9 

NM 

26.9 

-26 

0.7 

NM 

1.7 

44 

0.40 

>TAR  RESOURCES 

399.0 

-1 

1658.0 

9 

39.0 

117 

149.0 

27 

9.8 

4.4 

NM 

17 

1.54 

PETROLEUM  SERVICES 

)UP  COMPOSITE 

4668.8 

2 

17744.0 

-1 

338.4 

NM 

966.0 

164 

7.2 

NM 

10.0 

23 

1.63 

(ER  HUGHES  (3) 

606.9 

-3 

2487.1 

-6 

24.2 

44 

138.5 

94 

4.0 

2.7 

7.7 

20 

0.90 

LLIBURTON 

1533.4** 

-7 

5740.5 

-10 

127.5 

NM 

177.8 

NM 

8.3 

NM 

9.6 

22 

1.56 

HLUMBERGER 

1780.8 

2 

6696.8 

0 

154.6 

25 

536.1 

-8 

8.7 

7.1 

11.7 

25 

2.21 

ITH  INTERNATIONAL 

198.2** 

236 

653.9 

196 

10.5 

69 

35.9 

NM 

5.3 

10.5 

14.8 

13 

0,92 

STERN  ATUS 

549.5 

9 

2165.7 

8 

21.6 

NM 

77.7 

NM 

3.9 

NM 

6.2 

22 

1.60 

: HEALTH  CARE 


)USTRY  COMPOSITE 

56822.8 

16 

212595.7 

12 

3999.1 

68 

19230.0 

28 

7.0 

4.9 

23.7 

18 

2.43 

DRUG  DISTRIBUTION 

OUP  COMPOSITE 

13967.7 

16 

53214.6 

10 

-145.5 

NM 

423.8 

-46 

NM 

1.0 

7.8 

37 

0.91 

tGEN  BRUNSWIG  (3) 

1983.9** 

8 

7632.7 

NA 

13.5 

31 

59.3 

NA 

0.7 

0,6 

12.8 

17 

1.52 

<D1NAL  HEALTH  (6) 

1985.9 

42 

5905.8 

NA 

20.9 

38 

44.6 

NA 

1.1 

1.1 

8.9 

43 

1.12 

(ERD  (11) 

1061.7 

9 

4428.0 

8 

0.6 

NM 

69.5 

189 

0.1 

NM 

NM 

12 

2.16 

"S  (11) 

260.6 

15 

1007.1 

9 

2.2 

1 

12.6 

34 

0.8 

1.0 

12.5 

10 

0.62 

(GS  DRUG  STORES  (11) 

614.5 

3 

2547.7 

3 

6.4 

-28 

48.4 

-2 

1.0 

1.5 

9.5 

14 

2,34 

KESSON  (9) 

3350.0** 

4 

13017,9 

8 

-276.3 

NM 

-192.4 

NM 

NM 

0.8 

-33.4 

NM 

-4,61 
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COMPANY 


SALES 


PROFITS 


■MARGINS 


4TH 

12 

Unnliut. 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

1994 

1993 

1994 

1993 

1994 

1993 

$MiL 

% 

SMIL, 

% 

SMIL 

% 

PERRY  DRUG  STORES  (2) 

184.6 

5 

737.1 

6 

1.2 

NM 

REVCO  D.S.  (7) 

1027.2 

88 

3158.3 

34 

5.0 

52 

RITE  AID  (10) 

1093.8 

8 

4257.5 

6 

26.9 

30 

WALGREEN  (4) 

2405.6 

14 

9522.6 

12 

54.0 

22 

12 
MONTHS 
1994 
SMIL 


CHANCE 
FROM 
1993 

% 


4TH 
QUARTER 
1994 

% 


4TH 
QUARTER 
1993 

% 


RETURN  ON 

COMMON  12 

EQUITY  PRICE-  MONTHS 

12  MONTHS  EARNINGS  EARNING 

ENDING  RATIO  PER 

12-31  2-10  SHARE 


6.1 
43.5 
40.4 
291.7 


NM 
95 

-66 
17 


0.6 
0.5 

2.5 
2.2 


NM 
0.6 
2.1 
2.1 


10.8 
6.0 
4.2 

18.2 


21 
28 
52 
20 


0.51 
0.83 
0.50  *6I 
2.36 


UEI 

1.73  "- 
4.97 

2.29|'^yPC( 

M 


m  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 


20341.9 


15 


74956.0 


13 

10 
8 

20 
5 


2657.8 


59  12300.0 


29 


13.1 


9.5 


28.2 


17 


ALLERGAN 

AMERICAN  HOME  PRODUCTS 
AMGEN 

BRISTOL-MYERS  SQUIBB 


270.2 
2585.8 

442.9 
3247.5 


17 
22 
21 
9 


947.2 
8966.2 
1647.9 
11983.6 


34.8 

399.5 
4.8 
98.6 


14 
4 

-95 
-61 

0 
NM 

-7 
15 


110.7 
1528.3 

319.7 
1842.4 


6 
4 
-15 
-6 


12.9 
15.5 
1.1 
3.0 


13.2 
18.1 
24.9 
8.6 


18.4 
37.2 
24.2 
29.9 


17 
14 
30 
17 


_3_.62 
1.04 


GENENTECH 
LILLY  (ELI) 

MARION  MERRELL  DOW 
MERCK 


207.8* 
1548.4 

805.0 
3871.5 


29 
6 
9 

29 


795.4 
5711.6 
3060.0 
14959.8 


22 
10 
9 
43 


18.6 
259.5 
108.0 
772.9 


124.4 
1185.1 

438.0 
2997.0 


111 
155 
21 
38 


8.9 
17.4 
13.4 
20.0 


11.5 
NM 
15.5 
22.5 


9.7 
23.8 
20.2 
26.6 


47 
16 
16 
17 


4.1C  im 

1.57 


!j..!ioni 


4. IS  }! 
2.45 
4.82 
2.7E 


PFIZER 

RHONE-POULENC  RORER 

SCHERING-PLOUGH 

UPJOHN 

WARNER-LAMBERT 


2300.2 
1290.3 
1179.7 
872.0 
1720.8 


15 
14 
11 
0 
12 


8281.3 
4174.6 
4657.1 
3344.5 
6416.9 


11 
4 
7 
-1 
11 


334.0 
168.4 
203.8 
107.2 
137.6 


16 
31 


-31 
NM 


1298.4 
351.0 
922.0 
489.1 
693.9 


97 
-17 
12 
23 
143 


14.5 
13.1 
17.3 
12.3 
8.0 


14.5 
11.3 
17.7 
17.8 
NM 


31.3 
22.5 
50.1 
20.6 
39.6 


19 
16 
16 
12 
16 


5.17  m 
'  am 


(C)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 


10020.4 


20 


37174.6 


16 


393.3 


1595.5 


14 


3.9  4.8 


14.2 


21 


1  2iE»lS«l 

•;iiiior 

'itEIK 


AMERICAN  MEDICAL  HOLDINGS  (4)  632.2         13        2455.7         9        23.0        40        145.6      100        3.6       3.0        16.7  13 

BEVERLY  ENTERPRISES  764.7  4         2969.2  3         19.3         19  76.9       33         2.5       2.2        10.4  17 

CAREMARK  INTERNATIONAL  636.3         38        2426.0        36        27.1        22         80.4        3        4.3       4.8        17.4  17 

CHARTER  MEDICAL  (3)   263^8  25   959.7  9  0.3  _NM_  -4_2_.8_  _  _  NM  ^Oj  1_  _  _  _N_M_  _  _  zl^.  I  _  _  A'^- 

CONTINENTAL  MEDICAL  SYSTEMS  (6)        245.6         -1          995.1         2        -5.7       NM        -45.8      NM        NM       1.5      -19.3      NM  -1.2C 
FHP  INTERNATIONAL  (6)                         954.4          61         3214.2        42         21.3       108          79.9       50         2.2       1.7          5.9  15 
FOUNDATION  HEALTH  (6)                         598.5          -6         1939.1        -7       -49.3        NM          13.0      -85         NM       4.3          2.0  36 
HEALTHTRUST  W  9_69^9  56  _3_^  1 7.9  37  _4_9_9  29_  1_8_43_  _  _  _3_1  5_.  1  _  _  _6^2_  1 7_.  1  1_7_ 

HILLHAVEN  (7)  384.9  5  1494.4  6  15.2  -38  52.3  -5  4.2  7.1  12.0  16 

HUMANA  920.0**  16  3576.0  14  48.0  66  176.0  98  5.2  3.7  17.3  22 

MANOR  CARE  (7)  324.2  14  1239,5  15  25.0  24  87.7  27  7.7  7.1  15.1  22 

NATIONAL  MEDICAL  ENTERPRISES  (7)  638.8  -16  2723.6  -13  46.2  -25  212.3  -15  7.2  8.1  14.8  12  1.2 


1 

0.7? 
l.Of 
-1.5S 

OTHOI 

2.  Of 

1.6; 


mn 


i.ic  mm 
1.4C  -,„7,; 


o.8(  mn 

-0.9! 

m 

3.2( 


NOVACARE  (6) 

ORNOA  HEALTHCORP  (4) 

OXFORD  HEALTH  PLANS 


232.2 
418.0 
234,4* 


18 
56 
145 


880,2 
1423.8 
720.7 


28 
31 
131 


13.4 
8.6 

20.1 
13.8 
107.2 


-5 
570 
83 


55.1 
-35.7 
27.9 


20 
NM 
87 


3.8 
3.2 
3.7 


4.8 
0.7 
4.9 


12.9 
-11.8 
23.7 


11 
NM 
56 


PACIFICARE  HEALTH  SYSTEMS  (3)  826.5**       27         3096.5  29 

QUORUM  HEALTH  GROUP  (6)  198.9  14  768.6  74 

U.  S.  HEALTHCARE  776.9**       14        2974.5  12 


36 
43 
17 


89.9 
47.4 
391.1 


35 
108 
31 


2.4 
6.9 
13.8 


2.3 
5.5 
13.4 


20.9 
14.8 
46.4 


22 
18 
19 


(D)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 


12492.9 


14 


47250.4 


10     1093.5      450  4910.8 


44 


8.8 


1.8 


23.5 


19 


JJOIll 

2.11  mew 


1.8 
1 

0.2 
2.1fDSmc 


ABBOn  LABORATORIES 
BARD  (C.  R.) 
BAUSCH  &  LOMB 
BAXTER  INTERNATIONAL 


2481.9 
262.6 
479.1 

2500.0 


11 
6 

-2 
4 


9156.0 
1018.2 
1850.6 
9324.0 


422.6 
6.0 
-52.9 
172.0 


-85 
NM 
NM 


1516.7 
74.9 
13.5 

_59_6^0_ 

235.0 
2006.0 
110.7 
258.5 


21 
-91 
NM 


17.0 
2.3 
NM 
6.9 


17.6 
16.2 
4.3 
NM 


38.3 
17.0 
1.3 
16.3 


19 
19 
NM 
14 


BECTON,  DICKINSON  (3) 
JOHNSON  &  JOHNSON 
MALLINCKRODT  GROUP  (6) 
MEDTRONIC  (8) 


593.5 
4090.0 
516.3 
408.2 


7 
16 
11 

23 

94 
41 
-7 


2598.9 
15734.0 
2032.9 
1539.5 


6 
11 
10 
16 


33.5 
378.0 
40.6 
69.7 


31 
13 
11 
24 


9 
12 
NM 
20 


5.7 
9.2 
7.9 
17.1 


4.6 
9.5 
7.9 
16.9 


15.8 
28.7 
10.6 
22.8 


16 
18 
23 
25 


3.1! 
3.1 
1.4; 


2.21  itftEKIiii 

1.5 
0.0 


OWENS  &  MINOR 
STRYKER 
U.S.  SURGICAL 


730.2 
204.6 
226.5 


2395.8 
681.9 
918.7 


72 
22 
-11 


6.8 
21.3 
5.9 


21 
20 
NM 


7.9 
72.4 
19.2 


-57 
20 
NM 


0.9 
10.4 
2.6 


1.5 
12.2 
NM 


3.4 
21.2 
0.7 


93 
27 
NM 


StELllfll 
IMlSIJll, 

15.9       15  1.9; 


13  HOUSING  &  REAL  ESTATE 


INDUSTRY  COMPOSITE 


8947.2 


13  34220.7 


13  418.0 


75  1553.3 


36 


4.7 


3.0 


(A)  BUILDING  MATERIALS 


GROUP  COMPOSITE 

6275.4 

16 

24318.5 

11 

343.5 

138 

1216.0 

43 

5.5 

2.7 

17.7 

17 

1.9( 

LAFARGE 

403.7 

2 

1563.3 

5 

32.2 

MM 

80.6 

NM 

8.0 

0.6 

9.7 

14 

l.l; 

OWENS-CORNING  FIBERGLAS 

886.0 

18 

3351.0 

14 

43.0 

30 

74.0 

-30 

4.9 

4.4 

NM 

20 

1.7 

PPG  INDUSTRIES 

1659.7 

20 

6331.2 

10 

151.0 

180 

514.6 

74 

9.1 

3.9 

19.1 

15 

2.4 

RPM  (7) 

253.2 

25 

910.7 

15 

15.3 

10 

57.1 

23 

6.0 

6.9 

17.1 

19 

1.0 

SHERWIN-WILLIAMS 

703.6 

5 

3100.1 

5 

30.7 

15 

186.6 

13 

4.4 

4.0 

17.7 

16 

2.1 

TECUMSEH  PRODUCTS 

367.2 

22 

1533.4 

17 

28.5 

37 

120.3 

48 

7,8 

6.9 

15.3 

9 

5.5i 

TEXAS  INDUSTRIES  (7) 

204.0** 

17 

776.8 

19 

12.0 

115 

41.5 

375 

5.9 

3.2 

11.2 

10 

3.4 

USG 

601.0 

21 

2290.0 

NA 

-35.0 

NM 

-92.0 

NA 

NM 

NM 

NM 

NM 

-2.1 

VALSPAR  (2) 

192.3 

6 

785.8 

13 

12.4 

2 

45.5 

13 

6,4 

6.8 

26.1 

17 

2.0 

VULCAN  MATERIALS 

349.4 

24 

1253.4 

11 

31.9 

55 

98.0 

11 

9.1 

7.3 

13.2 

19 

2.6l 

YORK  INTERNATIONAL 

655.3 

16 

2421.9 

19 

21.6 

22 

89.8 

19 

3,3 

3.1 

17.6 

15 

2.41 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

2671.7 

7 

9902.2 

16 

74.5 

-21 

337.4 

14 

2.8 

3.8 

11.5 

9 

2.oy 

CENTEX  (9) 

793.2*' 

0 

3350.9 

17 

13.1 

-45 

105.1 

33 

1.6 

3.0 

15.6 

7 

3.3 

KAUFMAN  &  BROAD  HOME  (1) 

404.5 

8 

1336.3 

8 

15.7 

4 

46.6 

17 

3.9 

4.0 

8.9 

12 

1.1 

LENNAR  (1) 

220.5** 

-8 

821.1 

23 

15.9 

-19 

68.2 

30 

7.7 

8.7 

13.2 

9 

i.sj 

9,  ismiiiV 
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ORPORATE  SCOREBOARD 


OMPANY 


ILTE 

'UND  GROUP 
S.  HOME 


SALES 


PROFITS 


MARGINS 


RETURN  CiK 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

ffti  ■ 

MONTHS' 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNI,-.:, 

rJ.RNINGS 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RATIO 

."FR 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

12-31 

2-10 

'!'-,V/F 

534.8" 

20 

1755.9 

18 

17.2 

-12 

62.4 

12 

3.2 

4.4 

9.3 

10 

2.2  : 

445.7 

4 

1642.7 

11 

2.3 

-70 

22.4 

NM 

0.5 

1.8 

6.8 

11 

1.29 

273.1** 

23 

995.3 

23 

9.4 

17 

32.8 

-54 

3.4 

3.6 

12.7 

6 

2.89 

4  LEISURE  TIME  INDUSTRIES 


DUSTRY  COMPOSITE 

22756.8 

14 

79209.5 

13 

1424.7 

2858 

5688.8 

88 

6.3 

0.2 

18.4 

21 

1.62 

)  EATING  PLACES 

?OUP  COMPOSITE 

6779.7 

8 

24046.5 

10 

457.6 

NM 

1710.3 

576 

6.8 

NM 

23.6 

20 

1.47 

B  EVANS  FARMS  (8) 

194.4 

10 

735.9 

7 

14.2 

14 

51.3 

12 

7.3 

7.0 

13.8 

17 

1.22 

INKER  INTERNATIONAL  (6) 

246.6 

15 

954.6 

20 

16.1 

22 

68.5 

21 

6.5 

6.2 

15.2 

23 

0.91 

ACKER  BARREL  OLD  COUNTRY  STORE  (5) 

184.9 

21 

673.3 

23 

15.6 

17 

59.2 

21 

8.4 

8.8 

13.3 

23 

0.98 

AGSTAR 

659.5 

-2 

2666.0 

2 

4.5 

NM 

-16.8 

NM 

0.7 

NM 

NM 

NM 

-0.14 

\RRIOn  INTERNATIONAL 

2704.0 

8 

8415.0 

13 

72.0 

29 

200.0 

26 

2.7 

2.2 

27,0 

20 

1.51 

lOONALD'S 

2270.1 

18 

8320.8 

12 

308.9 

17 

1224.4 

13 

13.6 

13.7 

18.6 

20 

1.68 

)RRISON  RESTAURANTS  (7) 

252.5** 

-19 

1114.6 

-4 

12.1 

1 

61.2 

49 

4.8 

3.9 

28.3 

16 

1.67 

ONEY'S  (2) 

267.6** 

-6 

1166.2 

2 

14.3 

0 

62.6 

8 

5.3 

5.0 

NM 

8 

1.52 

)  HOTEL  &  MOTEL 

OUP  COMPOSITE 

1677.1 

13 

6503.3 

18 

152.8 

48 

586.6 

31 

9.1 

6.9 

14.7 

23 

1.65 

ESARS  WORLD  (5) 

252.5 

-6 

997.2 

-2 

23.2 

-17 

73.7 

-23 

9.2 

10.4 

12.7 

22 

3.00 

<CUS  CIRCUS  ENTERPRISES  (11) 

306.6 

24 

1163.5 

32 

36.6 

78 

131,0 

18 

11.9 

8.3 

20.1 

18 

1.53 

JON  HOTELS 

405.3** 

10 

1506.2 

8 

38.1 

18 

121.7 

19 

9.4 

8.7 

11.1 

27 

2.52 

RAGE  RESORTS 

311.0 

11 

1254.2 

32 

31.7 

NM 

124.7 

160 

10.2 

0.9 

12.5 

18 

1.32 

OMUS 

401.7 

26 

1582.1 

26 

23.2 

16 

135.5 

48 

5.8 

6.2 

20.9 

27 

1.32 

)  OTHER  LEISURE 


OUP  COMPOSITE  14300.0 

16 

48659.9 

13 

814.3 

8 

3391.9 

46 

5.7 

6.1 

17.3 

21 

1.71 

lERICAN  GREETINGS  (10) 

551.0 

6 

1841.9 

6 

58.9 

14 

144.9 

16 

10.7 

9.9 

12.8 

15 

1.95 

UNSWICK 

654.9 

22 

2700,1 

22 

18.0 

157 

129.0 

137 

2.7 

1.3 

14.4 

14 

1.35 

RNIVAL(l) 

410.5 

26 

1806,0 

16 

70.1 

40 

381.8 

20 

17.1 

15.4 

20.3 

16 

1.35 

INEY  (WALT)  (3) 

3301.7 

21 

10629.5 

20 

482.4 

31 

1224.2 

60 

14.6 

13.5 

22.2 

23 

2.27 

STMAN  KODAK 

3908.0 

11 

13587.0 

6 

-79.0 

NM 

554.0 

-14 

NM 

6.2 

13.6 

31 

1.65 

;ETW00D  ENTERPRISES  (8) 

710.4 

25 

2739.2 

30 

21.2 

24 

85.7 

46 

3.0 

3.0 

14.7 

11 

1.84 

RLEY-DAVIDSON 

412.7 

25 

1541.8 

27 

25.1 

NM 

104.3 

466 

6.1 

NM 

25.9 

20 

1.37 

RMAN  INTERNATIONAL  INDUSTRIES  (6) 

288,7 

30 

993,1 

36 

12.2 

61 

34.2 

91 

4.2 

3.4 

14.4 

17 

2.27 

SBRO 

940.6 

1 

2670,3 

-3 

75.8 

7 

179.3 

-10 

8.1 

7.6 

13.3 

16 

2.01 

,nEL 

1030.4 

37 

3205.0 

19 

42.9 

NM 

255.8 

88 

4.2 

NM 

22.2 

20 

1.12 

ISICUND  STORES 

633.9 

31 

1478.8 

25 

24.2 

-30 

17.4 

-45 

3.8 

7.2 

5.5 

19 

0.51 

TBOARD  MARINE  (3) 

242.5 

27 

1130,2 

8 

-3.1 

NM 

54.7 

NM 

NM 

NM 

26.2 

8 

2.72 

LAROID 

685.9 

2 

2312.5 

3 

57.3 

46 

117.2 

73 

8.4 

5,8 

14,5 

12 

2.49 

/AL  CARIBBEAN  CRUISES 

281.9 

7 

1171.4 

5 

21.0 

14 

142.3 

33 

7.4 

7.0 

18.0 

12 

2.25 

:0  TOYS 

246.8 

0 

753,1 

3 

-12.7 

NM 

-33.0 

NM 

NM 

NM 

-11.9 

NM 

-1.01 

>  MANUFACTURING 


DUSTRY  COMPOSITE 

36180.6 

16 

132616.1 

13 

2244.6 

92 

7724.7 

45 

6.2 

3.8 

18.1 

16 

2.26 

1  GENERAL  MANUFACTURING 

OUP  COMPOSITE 

12822.5 

16 

47538.0 

12 

929.6 

58 

3246.1 

26 

7.3 

5.3 

16.7 

19 

1.98 

;ry  DENNISON 

736.7 

15 

2856.7 

10 

28.5 

48 

109.4 

31 

3.9 

3,0 

14.4 

20 

1.97 

RNING 

1280.7** 

17 

4799,2 

19 

35.0 

NM 

281.3 

NM 

2,7 

NM 

12.3 

24 

1.32 

\NE 

441.9 

37 

1653,5 

26 

16.9 

75 

55.9 

14 

3.8 

3,0 

17.6 

15 

1.86 

RACELL  INTERNATIONAL  (6) 

730.2 

11 

1995.5 

12 

111.1 

12 

220.8 

67 

15.2 

15.0 

17.7 

23 

1.82 

DE  (9) 

436.8 

135 

1020.4 

60 

10.5 

38 

22.2 

52 

2.4 

4.1 

12.9 

36 

1.49 

lERAL  SIGNAL 

193.8 

31 

677.2 

20 

13.8 

21 

46.8 

18 

7.1 

7.7 

22.0 

20 

1.02 

ST  BRANDS  (6) 

233.0 

-14 

1033,3 

-2 

11.8 

-28 

54.3 

-2 

5.1 

6.1 

15.2 

14 

2.47 

RSCO 

385.7** 

-6 

1465,8 

1 

28.0 

74 

86.6 

7 

7.3 

4.0 

15.3 

12 

3.45 

LENBRAND  INDUSTRIES  (1) 

439.1 

12 

1577,0 

9 

40.6 

22 

89.5 

-32 

9.2 

8.5 

13.5 

22 

1.26 

INOIS  TOOL  WORKS 

937.9 

17 

3461,3 

10 

84.7 

44 

277.8 

34 

9.0 

7.3 

19.3 

18 

2.45 

TENS  (6) 

189.9 

-4 

802.1 

-4 

11.7 

105 

-19.8 

NM 

6.2 

2.9 

-7.7 

NM 

-0.44 

RK  IV  INDUSTRIES  (10) 

397.3 

24 

1438.1 

20 

16.5 

29 

61.9 

28 

4.2 

4.0 

13.1 

14 

1.43 

4NES0TA  MINING  &  MFG. 

3855.0 

11 

15079.0 

8 

332,0 

16 

1322.0 

5 

8.6 

8.2 

19.5 

17 

3.13 

584.7 

21 

2074.9 

26 

62.1 

12 

195.6 

18 

10.6 

11,5 

18,1 

19 

1.24 

)KER  HANNIFIN  (6) 

738.2 

25 

2827.4 

13 

41.1 

192 

106.8 

66 

5.6 

2.4 

10,6 

22 

2  18 

3BERMAIDt 

566.3 

20 

2169,4 

11 

54.6 

7 

228.1 

8 

9.6 

10.8 

17.8 

22 

1.42 

EFLEX 

218.8 

23 

812.7 

22 

12.7 

27 

41.2 

22 

5.8 

5.6 

13.9 

15 

2.35 

NOVA 

456.4 

14 

1794.7 

9 

18.1 

300 

65.9 

527 

4.0 

1.1 

20.6 

12 

2.26 

MACHINE  &  HAND  TOOLS 

OUP  COMPOSITE 

3372.3 

15 

11742.5 

11 

181.6 

57 

528.0 

42 

5.4 

3.9 

14.1 

16 

1.78 

tCK  &  DECKER 

1619.2 

13 

5248.3 

8 

60.5 

43 

127.4 

34 

3.7 

3.0 

12.1 

19 

1.37 

4AHER 

355.1** 

24 

1288,7 

20 

24.8 

51 

81.7 

52 

7,0 

5.7 

19.2 

19 

1,40 

DINGS  &  LEWIS 

185.5 

55 

519,5 

20 

24.0 

120 

47.9 

10 

12,9 

9.1 

10.3 

12 

1,40 

JNAMETAL  (6) 

230.3 

18 

880.9 

30 

11.9 

190 

47.4 

NM 

5.2 

2.1 

14.2 

15 

1.80 

^P-ON 

318.4** 

0 

1194.3 

6 

26.7 

9 

98.3 

15 

8.4 

7.7 

13.0 

15 

2.30 

iNLEY  WORKS 

663.8 

15 

2510.9 

10 

33.8 

92 

125.3 

35 

5.1 

3.0 

16.9 

15 

2.80 

ORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MIARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

SMIL 

% 

$MIL 

% 

SMIL. 

% 

SMIL  ■ 

% 

% 

% 

(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE 

17282.1 

18 

62838.9 

16 

1012.7 

101 

3579.0 

79 

5.9 

3.4 

472.4 

175 

1359.0 

128 

53.3 

281 

115.5 

239 

11.3 

8.2 

APPLIED  MATERIALS  (2) 

467.8 

43 

1659.8 

54 

63.1 

83 

213.7 

114 

13.5 

10.5 

BRIGGS  &  STRAHON  (6) 

366.7 

11 

1352.6 

14 

33,7 

18 

112.6 

34 

9.2 

8.7 

CATERPILLAR 

3928.0 

24 

14328.0 

23 

279.0 

89 

955.0 

40 

7.1 

4.7 

CLARK  EQUIPMENT 

249.7 

43 

946.6 

37 

19,9 

31 

62.8 

114 

8.0 

8.7 

DEERE (2) 

2516.2** 

16 

9029.8 

16 

169.6 

55 

503.5 

227 

5.7 

5.0 

DOVER 

838.9 

23 

3085.3 

24 

55,5 

31 

202.4 

28 

6.6 

6.2 

DRESSER  INDUSTRIES  (2) 

1525.7 

3 

5307.3 

4 

80.5 

40 

361.8 

171 

5.3 

3.9 

FMC 

1039.2 

10 

4010.9 

7 

25.3 

NM 

173.4 

323 

2.4 

NM 

GENERAL  SIGNAL 

416.7 

19 

1527.7 

13 

29.1 

40 

104.1 

6 

7.0 

5.9 

HARNISCHFEGER  INDUSTRIES  (2) 

345.8** 

36 

1139.9 

14 

9,9 

68 

19.1 

NM 

2.9 

2.3 

INGERSOLL-RAND 

1239.7 

14 

4507.5 

12 

78,2 

15 

211.2 

29 

6.3 

6.2 

INTERLAKE 

207.4 

22 

752.6 

10 

-33.9 

NM 

-40.6 

NM 

NM 

NM 

McDERMOTT  INTERNATIONAL  (9)t 

715.5 

-10 

2979.5 

-2 

29.8 

94 

41.5 

-50 

4.2 

1.9 

PENTAIR 

441.9 

30 

1649.2 

24 

16.9 

21 

53.5 

15 

3.8 

4.1 

STEWART  &  STEVENSON  SERVICES  (111 

304.2 

17 

1095.2 

14 

17.5 

25 

55.0 

24 

5.8 

5.4 

TIMKEN 

503.5 

15 

1930.4 

13 

25.8 

NM 

58.5 

NM 

5.1 

NM 

TYCO  INTERNATIONAL  (6) 

1097.7 

10 

3821.8 

8 

26.5 

-39 

147.4 

37 

2.4 

4.3 

VARITY  (11) 

605.0 

31 

2355.9 

9 

32.7 

73 

107.5 

84 

5.4 

4,1 

(D)  TEXTILES 

GROUP  COMPOSITE 

2703.7 

9 

10496.7 

6 

120.7 

NM 

371.7 

-3 

4.5 

NM 

BURLINGTON  INDUSTRIES  (3) 

514.8 

9 

2170.0 

5 

12.8 

-32 

93.2 

20 

2.5 

4,0 

COLLINS  &  AIKMAN  (11) 

403.7 

21 

1496.1 

NA 

31.0 

NM 

33.5 

NA 

7.7 

NM 

CONE  MILLS 

205.1 

15 

806.2 

5 

7.3 

-36 

35.8 

-28 

3.6 

6,4 

FIELDCREST  CANNON 

297.4 

5 

1063.7 

6 

10.1 

16 

30.7 

105 

3.4 

3.1 

MOHAWK  INDUSTRIES 

362.2 

4 

1437.4 

21 

7.6 

-37 

33.0 

-15 

2.1 

3,5 

SPRINGS  INDUSTRIES 

533.2 

2 

2068.9 

2 

23.7 

53 

62.2 

32 

4.5 

3.0 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 


PRICE- 
EARNINGS 
RATIO 
2-10 


12 
MONTHS 
EARNING 
PER 
SHARE 


21.2 


13  3.08 


25.6 
22.1 
27.6 
34.1 


5 
18 

9 
11 


3.90 


13.9 
23.6 
20.4 
22.2 


15 
11 
17 
10 


3.51 
7.01 
3.54 
1.98 


44.2 
18-1 
4.4 
14.5 


13 
16 
37 
16 


NM 
6.4 
13.0 
16.4 


NM 
41 
17 
16 


2.01 


9.5 
13-1 
13.1 


15 
19 
15 


13.0 


19 


0.9€  ! 


15.2 
NM 
17.0 
12.3 


NM 
9 
7 


i.r 
3.0: 


UNIFI  (6) 


387.3 


10 


1454.4 


28.1 


15 


83.1 


-30 


7.3 


6.9 


12.5 
10.7 
13.6 


14 
11 
24 


0.9! 
3.5{  K 
1.1 


16  METALS  &  MINING 


INDUSTRY  COMPOSITE 
(A)  ALUMINUM 


19336.2 


18  71983.3 


14  1300.2 


NM  2691.0 


NM 


6.7 


NM 


12.3 


18 


1.4: 


GROUP  COMPOSITE 

6082.3 

18 

22569.2 

10 

427.9 

NM 

393.4 

NM 

7.0 

NM 

5.3 

38 

1.2 

ALUMAX 

772-3 

30 

2754.5 

17 

42-8 

NM 

46.7 

NM 

5.5 

NM 

3.3 

32 

0.8 

ALUMINUM  CO.  OF  AMERICA 

2641-8 

14 

9904.3 

9 

368-0 

NM 

443.1 

NM 

13.9 

NM 

12,4 

15 

4.9 

KAISER  ALUMINUM 

445-8 

7 

1781.5 

4 

-27.7 

NM 

-101.4 

NM 

NM 

NM 

NM 

NM 

-2.0 

MAXXAM 

538-0 

7 

2115.7 

4 

-24.1 

NM 

-116.7 

NM 

NM 

NM 

NM 

NM 

-12.3 

REYNOLDS  METALS 

1684-4** 

24 

6013.2 

14 

68.9 

NM 

121.7 

NM 

4.1 

NM 

5.2 

35 

1.4 

(B)  STEEL 

GROUP  COMPOSITE 

9555.7 

13 

36439.4 

11 

574.0 

NM 

1489.8 

NM 

6.0 

NM 

21.4 

11 

1.6 

AK  STEEL  HOLDING 

554.4 

32 

2016.6 

26 

186.4 

NM 

272.5 

NM 

33.6 

NM 

1735,7 

3 

10.1 

ALLEGHENY  LUDLUM 

328.5 

22 

1076.9 

-2 

18.9 

9 

18.2 

-74 

5.8 

6.5 

4,9 

77 

0.2 

ARMCO 

335.1 

-8 

1437.6 

-14 

9.6 

NM 

77.7 

NM 

2.9 

NM 

NM 

11 

0.5 

BETHLEHEM  STEEL 

1224-5 

8 

4819.4 

11 

31.3 

NM 

80.5 

NM 

2.6 

NM 

3,5 

46 

0.3 

BIRMINGHAM  STEEL  (6) 

203.2 

38 

852.3 

68 

12.4 

229 

38.8 

294 

6.1 

2.6 

8.6 

15 

1.3 

COMMERCIAL  METALS  (4) 

413.7" 

8 

1698.2 

5 

6.4 

11 

25.8 

9 

1.5 

1,5 

9.8 

13 

1.8 

INLAND  STEEL  INDUSTRIES 

1156.2 

18 

4497.0 

16 

35.9 

NM 

107.4 

NM 

3.1 

NM 

15.4 

17 

1.8 

LTV 

1205.4 

8 

4529.2 

9 

40.2 

-84 

127.1 

-67 

3.3 

22.1 

14.1 

12 

1.2 

LUKENS 

252.4 

25 

947.0 

10 

10.7 

NM 

22.2 

69 

4.2 

NM 

7.5 

21 

1.3 

NATIONAL  STEEL 

743.3 

27 

2700.3 

12 

27.2 

NM 

168.5 

NM 

3.7 

NM 

55.0 

4 

4.3 

QUANEX  (2) 

196.5 

23 

699.3 

14 

7.5 

124 

18.9 

124 

3,8 

2,1 

8.8 

23 

0.9 

ROUGE  STEEL 

302.0 

7 

1236-1 

15 

29.1 

292 

105.6 

99 

9,6 

2.6 

40.0 

5 

5.2 

USX-U.S.  STEEL  GROUP 

1643.0 

6 

6066  0 

8 

90.0 

-27 

201.0 

NM 

5.5 

8.0 

19.3 

14 

2.3 

WEIRTON  STEEL 

304.3 

1 

1260-9 

5 

21.8 

474 

39.0 

NM 

7.2 

1.3 

NM 

8 

1.0 

WHX 

329.8 

21 

1193,9 

14 

18.3 

33 

86.4 

181 

5.6 

5.1 

10.9 

5 

2.5 

WORTHINGTON  INDUSTRIES  (7) 

363.3 

23 

1408-9 

19 

28.3 

45 

99.3 

28 

7.8 

5.6 

18.3 

18 

1.1 

(C)  OTHER  METALS 

GROUP  COMPOSITE 

3698.2 

32 

12974.8 

29 

298.3 

410 

807.8 

256 

8.1 

2.1 

10.2 

22 

1.1 

ASARCO 

588.1 

35 

2031.8 

17 

48.2 

NM 

64.0 

NM 

8.2 

NM 

4.2 

18 

1.5 

CYPRUS  AMAX  MINERALS 

731.0 

35 

2788.0 

58 

67.0 

NM 

166-0 

66 

9.2 

NM 

6.5 

17 

1.5 

FREEPORT-Mt"flORAN 

561.2 

15 

1982.4 

23 

23.9 

NM 

72-6 

NM 

4.3 

NM 

NM 

48 

0.3 

FREEPORT-Mc^'iORAN  COPPER  &  GOLD 

351.3 

11 

1212.3 

31 

55.2 

36 

130.2 

115 

15.7 

12.8 

21.0 

56 

0.3 

HANDY  &  HARMAN 

198.2 

12 

781.4 

19 

3.5 

57 

16.5 

86 

1.8 

1.3 

16.0 

13 

1.1 

MAGMA  COPPER 

267.5 

37 

889.6 

12 

36.9 

307 

87.4 

283 

13.8 

4.6 

10.4 

10 

1.5 

PHELPS  DODGE 

1000.8 

53 

3289.2 

27 

63.6 

53 

271.0 

44 

5.4 

6.4 

12.5 

14 

3.8 

II 


DRPORATE  SCOREBOARD 


"^^'"^        COMMON  12 

4TH            CHANGE          12          CHANGE          4TH         CHANGE          12         CHANGE       4TH          4TH         EQUITY  PKr,  •  MONTHS' 

QUARTER           FROM        MONTHS        FROM        QUARTER       FROM        MONTHS       FROM      QUARTER    QUARTER  12  MONTHS  EARNuJ:  "  ^RNINGS 

1994             1993          1994           1993           1994          1993          1994         1993        1994         1993        ENDING  RATIO  fER 

$MIL              %           $Mll           %            $MIL           %           SMIL          %           %            %          12-31  2-10  SH;i-!f 


7  NONBANK  FINANCIAL  

DUSTRY  COMPOSITE  73826.3  4    283678.8         8    4795.5         8    18697.1       -2        6.5      6.2       12.9       13  3.19 


)  FINANCIAL  SERVICES 

!OUP  COMPOSITE  37135.7  5    140932.6        14    2538.5      -28    10888.7     -15        6.8     10.0       15.8       12  3.57 


lERICAN  EXPRESS  3802.0  -14  14282.0  1  335.0  15  1380.0  -14  8.8  6.6  20.5  12  2.68 

8.T  CAPITAL  377.5  -2  1384.1  2  40.6  2  100.3  40  10.8  10.4  10.0  12  2.14 

AR  STEARNS  (6)  826.7  -17  3304.3  -3  32.9  -76  216.2  -54  ■    4.0  13.5  11.2  12  1.57 

NEFICIAL  561.1  13  2137.4  9  47.2  9  215.7  16  8.4  8.7  16.2  10  4.00 


UNTRYWIDE  CREDIT  INDUSTRIES  (10)     199.6  -28  927.2  -1  16.2  -62  116.1  -32  8.1  15.6  12.5  12  1.26 

AN  WIHER,  DISCOVER  1258.2**  -14  5005.7  10  140.0  1  740.9  23  11.1  9.4  18.4  9  4.35 

WARDS  (A.  G.)  (10)                          289.1  -12  1208.3  -4  29.9  -27  132.1  -13  10.3  12.6  15.0  10  2.15 

JIFAX                                             400.7  21  1422.0  17  36.4  27  120.3  89  9.1  8.6  40.2  19  1.62 


gNIEMAE  5037.0**  19  18574.2  16  544.8  2  2141.3  5  10.8  12.6  23.3  10  7.80 

JERAL  HOME  LOAN  MORTGAGE  1944.0  22  6923.0  27  252.0  24  1027.0  31  13.0  12.8  21.9  11  5.32 

ST  FINANCIAL  MANAGEMENT  704.5**  33  2207.5  25  55.9  21  160.2  22  7.9  8.8  11.7  26  2.56 

\NKLIN  RESOURCES  (3)  215.6**  9  844.0  19  63.3  7  255.6  28  29.4  29.7  27.5  13  3.06 


USEHOLD  INTERNATIONAL  1199.8  5  4603.3  3  111.0  19  367.6  23  9.3  8.1  16.0  12  3.52 

1MAN  BROTHERS  HOLDINGS  (1)             708.0  NA  NA  NA  46.0  NA            NA  NA  6.5  NA  NA  NA  NA 

;WS  3371.4**  1  13515.2  -1  79.2  -43  267.8  -55  2.3  4.1  4.9  22  4.45 

RSH  &  McLENNAN  857.4  10  3435.0  9  72.2  15  382.0  15  8.4  8.0  25.6  16  5.19 


RRILL  LYNCH  4483.8**  -1  18233.1  10  161.6  -53  1016.8  -27  3.6  7.7  17.6  8  4.75 

RGAN  STANLEY  GROUP  (11)  2485.0  3  9120.0  3  118.0  -35  537.2  -28  4.7  7.5  12.6  11  6.07 

NEWEBBER  GROUP  1039.2**  -3  3964.1  -1  -19.3  NM  31.6  -87  NM  5.3  2.6  39  0.41 

.LIE  MAE  895.6  35  3057.1  17  85.3  -42  412.1  -27  9.5  22.1  31.9  8  5.03 


.OMON  1589.0**  -43  6339.0  -28  -122.0  NM  -364.0  NM  NM  17.2  -11.6  NM  -3.98 

HWAB  (CHARLES)  270.4**  5  1064.6  10  33.8  19  135.3  9  12.5  11.1  30.6  18  2.32 

NAMERICA(3)t  239.4**  6  917.0  2  45.1  14  170.9  23  18.9  17.5  22.7  11  3.70 

WELERS  4380.7  103  18464.7  178  333.5  12  1325.5  39  7.6  13.8  15.8  10  3.86 


INSURANCE 

JUP  COMPOSITE                                                1      131473.1   2     2027^2        132  7248^3       17  8.0  2^6  11.1  13  3.15 

TNA  LIFE  &  CASUALTY                       4421.0**         5  17524.7          2  160.0        NM  467.5  NM         3.6  NM  8.0        13  4.14 

.AC                                              1636.1          23  6110.8        22  77.4         16  292.8  20         4.7  5.0        16.8        13  2.84 

STATE                                          5430.0           3  21460.0          2  163.1       -37  483.8  -63         3.0  4.9  5.5        24  1.08 

ERICAN  BANKERS  INSURANCE  GROUP      302.1           6  1186.8        22  20.6          8  56.5  8        6  8  6.7        14.3       10  2.74 


ERICANRE                                      386.2  3  1678.5  16  34.4  18  97.5  -10  8.9  7.8  12.3  17  2.01 

i  1080.4  11  4156.9  8  86.0  10  350.0  11  8.0  8.0  14.5  11  3.14 

JBB  1470.0**  4  5709.5  4  155.9  -3  528.5  63  10.6  11.4  12.3  13  5.95 

NA  4723.0**  -4  18392.0  0  182.0  -6  554.0  137  3.9  3.9  9.4  9  7.66 


4SEC0                                           498.2**  -22  1826.2  -31  1.9  -97  154.4  -50  0.4  9.9  27.2  9  5.15 

IITABLE  1673.5**  -4  6447.3  -1  84.0  0  323.9  38  5.0  4.8  11.3  12  1.70 

JERALRE                                        982.6  12  3836.9  8  199.9  17  665.3  -5  20.3  19.5  13.5  16  7.97 

FERSON-PILOT                                 334.6  6  1268.8  6  64.3  3  229.9  10  19.2  19.7  13.1  11  4.73 


N  ALDEN  FINANCIAL  394.9  8  1505.7  7  19.2  14  86.0  7  4.9  4.6  21.1  9  3.33 

/IPER  360.5**  -28  1601.8  3  -3.6  NM  85.7  NM  NM  11.7  6.2  24  1.80 

COLN  NATIONAL  1871.5**  -16  6935.6  -17  93.7  197  349.9  -16  5.0  1.4  11.1  12  3.37 

NL  409.3  6  1570.8  5  29.9  36  107.7  31  7.3  5.7  13.4  10  3.30 


0  CASUALTY  383.1  -4  1558.7  -7  4.7  -74  89.0  2  1.2  4.5  10.1  13  2.47 

1  REPUBLIC  INTERNATIONAL  410.1  -16  1679.0  -3  43.0  -15  150.9  -9  10.5  10.4  11.0  10  2.55 
IL  REVERE  338.3  9  1347.4  13  14.5  -39  91.8  7  4.3  7.7  8.3  7  2.04 
IGRESSIVE  664.8**  30  2415.3  24  100.9  89  274.3  3  15.2  10.5  26.5  11  3.59 


ITECTIVELIFE  236.2  15  848,4  12  18.7  0  70.4  25  7.9  9.1  25.9  8  5.14 

IVIDENT  LIFE  8.  ACCIDENT  691.0**  -6  2762.2  -6  30.1  -55  135.3  NM  4.4  9.1  10.8  9  2.71 

(VIDIAN  753.2  4  3011.5  5  69.1  -25  300.9  -7  9,2  12,6  13.6  12  3.02 

'ECO  917.5**  3  3727.0  5  95.8  -26  314.4  -26  10.4  14.6  10.7  11  4.99 


PAUL  1173.3  0  4701.3  5  120.8  35  442.8  4  10.3  7.7  15.8  9  5.12 

TRIN  336.2  -3  1365.5  0  44.9  898  148.4  56  13.4  1.3  8.4  16  2.96 

JM  927.8  7  3623.7  7  54.0  -35  154.7  -50  5.8  9.6  8.1  20  2.09 

■&G  853.0  7  3221.0  -1  62.0  5  232.0  83  7.3  7.4  20.0  7  2.14 


SAVINGS  &  LOAN 

lUP  COMPOSITE   3032.3         12  1J_273.0  2  229^9  518  560.1      898  7.6  ^4.8  23  0.84 

i/IANSON  (H.  F.)                                91173  14  3283.7          6         39.9       -20        237.4  NM         4.4       6.3          6.3        11  1.58 

1FGRNIA  FEDERAL  BANK                     247.0  0  1109.3          2         13.0        NM       -149.4  NM         5.3       NM       -31.2       NM  -3.82 

NDALE  FEDERAL  BANK  (6)                   309.8  25  1138.7          1         10.9        NM       -128.6  NM         3.5       NM       -15.9       NM  -4.00 


DEN  WEST  FINANCIAL  504.0  4         1914.0        -1         47.1       -31        230.4      -16         9.3      14.0        11.5        10  3.71 

;AT  WESTERN  FINANCIAL  838.9  14         2997.6  0         88.7        NM        251.2      305       10.6       NM  9.3        11  1.69 

NDARO  FEDERAL  BANK  221.3  14  829.7  8         30.3         -2        119.0         3       13.7      15.9        15.1  7  3.70 


OFFICE  EQUIPMENT  &  COMPUTERS  

•USTRY  COMPOSITE  70933.6         15    244203.3        13    4499.4      151    11755.2      NM        6.3      2.9       13.7       25  1.73 


BUSINESS  MACHirKS  &  SERVICES 

DUP  COMPOSITE  5308.7         19      19105.3       20      240.9        -8       914.5       14        4.5      6.5       18.2       18  1.46 


1PUC0M  SYSTEMS  361.7  14  1255.8  24  5.4  30  14.7  28  1.5  1.3  21.6  8  0.40 

;  INTERNATIONAL  (11)  261.4  18  990.9  18  30.2  33  110.0  38  11.6  10.3  27.8  39  0.94 

UXE  478.9  9  1747.9  11  40.0  -21  140.9  -1  8.4  11.5  17.3  16  1.71 

fSOLD  207.1  17  760.2  22  17.9  18  63.5  31  8.7  8.6  14.0  17  2.09 


ORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

1994 

1993 

1994 

1993 

1994 

1993 

SMIL 

% 

SMIL 

% 

SMIL 

% 

EGGHEAD  (9) 

254.3 

14 

837.3 

10 

3.8 

163 

HON  INDUSTRSES 

230.1 

8 

846.0 

8 

18.0 

8 

INTELLIGENT  ELECTRONICS  (11) 

831.1 

23 

3126.7 

26 

-3.0 

NM 

M!Ci;OAGE  (2) 

637.4 

NA 

2220.8 

NA 

3.5 

NA 

MILLER  (HERMAN)  (7) 

279.1 

15 

1021.7 

12 

1.4 

-87 

PITNEY  BOWES 

900.5 

8 

3270.6 

9 

94.4 

-7 

REYNOLDS  &  REYNOLDS  (3) 

208,7 

8 

824.9 

14 

18.9 

31 

TECH  DATA  (11) 

658.3 

63 

2202.5 

61 

10.3 

29 

RETURN  ON 
COMMON 

12         CHANGE       4TH          4TH         EQUITY  PRICE- 
MONTHS       FROM      QUARTER    QUARTER    12  MONTHS  EARNINGS 
1994         1993        1994         1993        ENDING  RATIO 
SMIL  .        %           %            %          12-31  2-10 


12 

month: 

EARNINC 
PER 
SHARE 


1.4 
54.4 
25.2 
16.3 


-36 
22 

-28 
NA 


1.5 
7.8 
NM 
0.6 


0.7 
7.8 
1.6 
NA 


1.0 
29.0 
12.1 
_9_.8 

10.2 
20.0 
24.1 
14.9 


NM 

16 
14 
__9_ 

19 
15 
16 
13 


31.1 
348.4 
70.7 
37.9 


-11 
14 
28 
40 


0.5  4.6 

10.5  12.1 

9.1  7.5 

1.6  2.0 


(B)  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 


54068.1 


13  184107.3 


11    2910.5      567  6294.4 


NM 


5.4  0.9 


10.3 


23 


AMDAHL 

APPLE  COMPUTER  (3) 
AST  RESEARCH  (6) 
COMPAQ  COMPUTER 

CONNER  PERIPHERALS 
CRAY  RESEARCH 
DATA  GENERAL  (3) 
DELL  COMPUTER  (11J__ 

DIGITAL  EQUIPMENT  (6) 
EMC 

GATEWAY  2000 
HEWLEH-PACKARD  (2) 


498.7 
2832.0 

640.2 
3251.0 


13 
15 
-5 
48 


1638.6 
9551.9 
2311.5 
10866.0 


-3 
13 
17 
51 


40.9 
188.0 
-22.3 
243.0 


NM 
370 
NM 
51 


74.8 
458.2 
-34.9 
867.0 


NM 
NM 
NM 


8.2 

6.6 
NM 

7.5 


NM 

1.6 

2.6 
6.8 


9.0 
17.9 
-10.1 
23.6 

38.3 
6.8 
-12.8 
16.8 

-67.9 
40.6 
28.6 
l_6_.l 

-13.0 
13.7 
NM 
20.2 

18.5 
18.6 
2.8 
14.4 

19.2 
-13.8 
-1.1 
43.8 

17.7 


17 
11 
NM 

_1_2_ 

5 
7 
NM 
18 


3.2 


591.6 
237.1 
282.2 
884.6 


3 

-22 


17 


2365.2 
921.6 
1141.5 
3185.6 


10 
3 


16 


44.2 
9.5 
24.2 
41.4 


423 
-61 
NM 
245 


109.7 
55.7 
-42.4 
106.6 


NM 


NM 
NM 


7.5 
4.0 
8.5 
4.7 


1.5 
8.0 
NM 
1.6 


-1.2; 
2.4(  K 


3473.3 
430.7 
824.3 

7002.0 


7 
73 
51 
23 


13777.5 
1377.5 
2701.2 

24991.0 


1 

76 
56 
23 


18.9 
77.9 
39.3 
476.0 


NM 
66 
-14 
_60_ 

NM 
222 
NM 
NM 

85 
48 
343 
86 


-2105.8 
250.7 
96.0 
1599.0 


NM 

97 
-37 
36 

NM 
NM 
NM 
NM 


0.5 
18.1 
4.8 
6.8 


NM 


8.3 
5.2 


NM 
15 
17 

_1_7_ 

NM 

15 
NM 
7 


INTERGRAPH  296.7  11  1041.4  -1  -18.5 

INTERNATIONAL  BUSINESS  MACHINES  19896.0  3  64052.0  2  1231.0 

MAXTOR  (9)  238.2  -25  891.2  -28  -16.4 

QUANTUM  (9>  932.7  78  3019.1  51  -48.3 


-70.2 
3021.0 
-87.8 
97.0 


NM 
6.2 
NM 
NM 


NM 
2.0 
NM 
1.2 


-1.5f 

5.0: 
-1.7' 

2.0-  M-l 


SEAGATE  TECHNOLOGY  (6) 
SILICON  GRAPHICS  (6) 
STORAGE  TECHNOLOGY 
SUN  MICROSYSTEMS  (6) 

TANDEM  COMPUTERS  (3) 

3COM  (7) 

UNISYS 

WESTERN  DIGITAL  (6) 
XEROX 


1129.6 
524.0 
516.1 

1475.3 


38 
41 
29 
30 


3973.0 
1761.0 
1625.0 
5347.5 


28 
40 
16 
19 


79.3 
53.9 
28.1 
81.6 


248.1 
174.3 
41.4 

255.4 


64 
52 
NM 

36 


7.0 
10.3 

5.4 
5.5 


5.2 
9.8 
1.6 
3.9 

5.2 
10.5 
5.6 
3.4 
NM 


30 
35 
12 

11 
NM 
NM 
5 

16 


534.6 
304.8 

2123.5 
551.9 

4597.0* 


12 
48 
1 

49 
13 


2167.1 
1013.7 
7399.7 
1899.6 
15088.0 


7 
46 
-4 
50 

6 


35.2 
2.6 
-52.3 

42.6 
311.0 


41 
-88 

NM 
241 

NM 


180.5 
-45,2 
108.2 
143.0 
794.0 


NM 
NM 
-70 
NM 
NM 


6.6 
0.9 
NM 
7.7 
6.8 


6.7 


(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE  11556.9 


24 


40990.7 


21  1348.0 


22 


4546.3 


29 


11.7  11.8 


22.3 


COMPUTER  SCIENCES  (9) 
ELECTRONIC  ARTS  (9) 
ELECTRONIC  DATA  SYSTEMS 
FIRST  DATA 


827.9 
216.7 
2914.2 
434.4 

264,5 
1482.0 
485.9 


33 
45 
26 
13 


3085.4 
484.3 
10052.4 
1652.2 


23 
22 
17 
11 


26.7 
23.8 
236.5 
64.0 


23 
32 
17 
21 


104.3 
53.6 
821.9 
208.1 


24 
28 
14 
20 


3.2 
11.0 

8.1 
14.7 


3.5 

12.1 


13.8 


12.1 

27.7 
20.2 
19.3 


28 


AUTOMATIC  DATA  PROCESSING  (6)  672.6**  16  2634.2  13  94.9  18  359.1  16  14.1  13.9  20.6  24 

BAY  NETWORKS  (6)  314.2  14  837.9  31  -3,6  NM  70.4  -1  NM  13.4  11.6  37 

CABLETRON  SYSTEMS  (10)  210.0  34  752.9  36  41.8  34  150.0  36  19.9  19.9  27.7  20 

CERIDIAN   _     234.1  3  916.3  3  20.8  NM  78.6  NM  8.9  NM  40,1  21 

CISCO  SYSTEMS  (5)  392.9  58  1387.4  80  98.8  56  350.2  73  25.1  25.6  37.1  27 

COMDISCO  (3)  524.0**  -2  2086.0  -2  25,0  9  55.0  -39  4.8  4.3  7.2  21 

COMPUSA  (6)  761.8  42  2519,7  46  9.7  NM  -3.7  NM  1.3  NM  -2.6  NM 

COMPUTER  ASSOCIATES  INTERNATIONAL  (9)    721.0  26  2454.7  19  174.2  40  377.8  11  24.2  21.6  28.7  25 


25 
21 
23 
28 


1.5 

2.5 
0.8 
2.1 
1.4 

1.3 
1.2 
-0.2 

2.2  ffl:; 


2,' 
1.' 
1. 

:o:4 

2.1 


LOTUS  DEVELOPMENT 
MICROSOFT  (6) 
N0yELU2)_ 

ORACLE  SYSTEMS  (7) 
SYBASE 

WANG  LABORATORIES  (6) 


-5 
31 

-5 


970.7 
5266.0 
1998.1 

2377.7 
693.8 
820.9 


-1 
28 
9 


14.4 
373.0 
20.4 

93.9 
28.5 

5.1 


-51 
29 
-80_ 

51 
60 
4 


-20.9 
1307.0 
206.7 

339.3 
75.2 
13.6 


NM 

26 
408 

72 
70 
NA 


5.5  10.6 
25.2  25.6 
4.2  20.2 


-3.8 
29.5 
13.9 


NM 
29 
37 


670.3 
214.4 
216.1 


48 
56 

-7 


40 
63 
NA 


14.0  13.7 
13.3  12.9 
2.4  2,1 


41.2 
22.3 

2.1 


38 
33 
81 


1.1  m 

1.3 


19  PAPER  &  FOREST  PRODUCTS 


INDUSTRY  COMPOSITE 


24613.3 


15  91194.2 


8     1212.7     1149  3241.2 


NM 


4.9 


0.5 


9.0 


21 


2.0 


(A)  FOREST  PRODUCTS 

GROUP  COMPOSITE 


6490.6 


10 


24905.3 


8      376.8  925 


868.7  161 


5.8  0.6 


11.4 


18 


2.' 


BOISE  CASCADE 

GEORGIA-PACIFIC 

LOUISIANA-PACIFIC 


1108.9 
3342.0 
748.4 


11 
4 
18 


4140,4 
12782.0 
3039.5 


5 
4 
21 


25.9 
169,0 
84,7 


NM 
NM 
_42_ 

470 
25 
141 


-62,6 
326.0 
346.9 


NM 
NM 

36 


2,3 
5.1 
11.3 


NM 
NM 
9.4 

1.3 
1.1 
4.9 


-13.9 
13.2 
19.1 

10.9 
15.3 
13.4 


NM 

20 
9 


RAYONIER 

UNIVERSAL  FOREST  PRODUCTS 
WILLAMEHE  INDUSTRIES 


275.0 

197.6* 

818.7 


16 
26 
24 


1069.5 
866.0 
3007.9 


14 
34 

15 


17.8 
2.1 
77.3 


70.0 
10.7 
177.6 


34 
7 
61 


6.5 
1.1 
9.4 


12 
12 
16 


I  If 


(B)  PAPER 


GROUP  COMPOSITE 

18122.7 

17 

66288.9 

8 

835.9 

1285 

2372.5 

NM 

4.6 

0.4 

8.4 

23 

1. 

BOWATER 

381.9 

12 

1359.0 

0 

21.0 

329 

-4.8 

NM 

5.5 

1.4 

-3.1 

NM 

-0. 

CHAMPION  INTERNATIONAL 

1465.4 

13 

5318.2 

5 

102.3 

NM 

63.3 

NM 

7.0 

NM 

1.2 

NM 

0. 

CHESAPEAKE 

274.7 

37 

990.5 

12 

16.3 

123 

37.6 

262 

5.9 

3.6 

9.9 

20 

1. 

CONSOLIDATED  PAPERS 

288.6 

33 

1027.6 

8 

28., 

106 

86.7 

35 

9.9 

6,4 

9.0 

23 

1. 

FORT  HOWARD 

343.7 

18 

1274.4 

7 

-25.2 

NM 

-42.1 

NM 

NM 

NM 

NM 

NA 

-7. 

.1.1_0  _D  I  I  CI  ^IC1CQ,  u/ccu-  /.M. /LP_rM  IQQf^ 


ORPORATE  SCOREBOARD 


OMPANY 


SALES 


PROFITS 


MARGINS 

4TH 
QUARTER 
1994 
SMIL 

CHANGE 
FROM 
1993 

12 

MONTH*; 
iiiuii  1  no 

1994 
$MIL 

CHANGE 
FROM 
1993 
% 

4TH 
QUARTER 
1994 
$MIL 

CHANGE 
FROM 
1993 
% 

12 
MONTHS 
1994 
$MIL 

CHANGE 
FROM 
1993 
% 

4TH 
QUARTER 
1994 
% 

4TH 
QUARTER 
1993 
% 

4127.0 

21 

14966.0 

9 

154.0 

54 

432.0 

49 

3.7 

2.9 

1668.9 

45 

5417.3 

17 

-18.7 

NM 

-13.0 

NM 

NM 

NM 

1920.8 

9 

7364.2 

6 

105.6 

-25 

535.1 

5 

5.5 

8.0 

709.4 

22 

2560.3 

12 

8.4 

NM 

65.4 

8 

1.2 

NM 

RETURN'.!, 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
12-31 


RAM, 
2-10 


12 

MONTHS' 
TURNINGS 
PER 


ITERNATIONAL  PAPER 

kMES  RIVER  CORP.  OF  VIRGINIA 

IMBERLY-CLARK 

ANVILLE 


6.6 

-4.1 
19.8 
4.7 


22 
NM 
15 
26 


-0.7._ 
3.33 
0.33 


EAD 

1175.8 

20 

4557.5 

8 

-12.6 

NM 

89.6 

-6 

NM 

1.2 

4.1 

35 

1.52 

aTLATCH 

387.5 

13 

1471.3 

7 

26.9 

72 

49.0 

28 

6.9 

4.6 

5.3 

24 

1.68 

con  PAPER 

960.8 

6 

3581.1 

0 

130.8 

NM 

264.1 

NM 

13.6 

NM 

15.5 

21 

3.54 

NION  CAMP 

922.2 

16 

3395.8 

9 

58.3 

232 

117.2 

134 

6.3 

2.2 

6.5 

30 

1.68 

ESTVACO  (2) 

762.5 

23 

2607.5 

11 

51.3 

NM 

103.6 

83 

6.7 

NM 

5.6 

25 

1.55 

EYERHAEUSER 

2733.5 

5 

10398.3 

9 

188.9 

86 

588.7 

12 

6.9 

3.9 

14.1 

14 

2.86 

0  PUBLISHING  &  BROADCASTING 

JDUSTRY  COMPOSITE 

1381 1.2 

7 

48855  7 

g 

1 191.1 

47 

3667.9 

36 

8.6 

6.3 

18.2 

22 

2.19 

0  BROADCASTING 

ROUP  COMPOSITE 

2829.5 

1 

10091.1 

10 

285.1 

34 

961.4 

21 

10.1 

7.6 

22.1 

19 

4.20 

»PITAL  CITIES/ABC 

1974.3 

12 

6379.2 

12 

240.6 

44 

679.8 

45 

12.2 

9.5 

16.8 

20 

4.42 

33 

855.2 

-18 

3711.9 

6 

44.5 

-4 

281.5 

-14 

5.2 

4.5 

109.1 

17 

3.74 

t)  PUBLISHING 

ROUP  COMPOSITE 

10981.7 

9 

38764.6 

9 

906.1 

51 

2706.5 

41 

8.3 

5.9 

17.1 

23 

1.88 

3W  JONES 

566.6 

11 

2091.0 

8 

58.2 

24 

181.2 

23 

10.3 

9.2 

12.2 

19 

1.83 

JN  &  BRADSTREET 

1408.4 

7 

4895.7 

4 

209.5 

699 

629.5 

47 

14.9 

2.0 

52.1 

14 

3.70 

UNNEH 

1048.6 

7 

3824.5 

5 

149.4 

16 

465.4 

17 

14.2 

13.1 

27.5 

16 

3.23 

*4IGHT-RIDDER 

713.9 

9 

2649.0 

8 

53.2 

4 

170.9 

15 

7.4 

7.8 

14.0 

16 

3.15 

cGRAW-HILL 

697.3 

2 

2760.9 

26 

49.9 

11 

203.1 

NM 

7.2 

6.6 

24.7 

17 

4.10 

EREDITH  (6) 

214.9 

5 

827.6 

5 

8.9 

-22 

31.8 

25 

4.2 

5.6 

12.1 

21 

2.28 

EW  YORK  TIMES 

605.4 

-5 

2357.6 

17 

40.7 

NM 

213.3 

NM 

6.7 

NM 

13.3 

10 

2.05 

'lADER'S  DIGEST  ASSOCIATION  (6) 

855.6 

7 

2933.4 

4 

105.1 

-11 

208.3 

-42 

12.3 

14.7 

25.8 

26 

1.84 

JHOLASTIC  (7) 

254.1 

19 

682.6 

17- 

27.3 

18 

33.3 

2 

10.8 

10.8 

17.0 

25 

2.06 

:ripps  (E.  W.) 

330.6 

5 

1220.0 

2 

23.7 

-51 

122.7 

-5 

7.2 

19.1 

11.4 

18 

1.61 

ME  WARNERt 

2287.0 

17 

7396.0 

12 

12.0 

71 

-91.0 

NM 

0.5 

0.4 

-8.6 

NM 

-0.27 

MES  MIRROR 

957.4 

7 

3357.5 

4 

46.9 

974 

126.2 

144 

4.9 

0.5 

6.6 

19 

0.98 

tIBUNE 

591.1 

16 

2154.9 

11 

69.1 

19 

242.0 

28 

11.7 

11.4 

21.5 

17 

3.32 

ASHINGTON  POST 

450.9 

14 

1614,0 

8 

52.2 

23 

169.7 

10 

11.6 

10.7 

15.3 

17 

14.65 

1  SERVICE  INDUSTRIES 


IDUSTRY  COMPOSITE 

21322.0 

17 

77630.8 

13 

805.0 

46 

2952.1 

48 

3.8 

3.0 

13.8 

19 

1.47 

i)  CONSTRUCTION  &  ENGINEERING 

ROUP  COMPOSITE 

3763.4 

12 

13376.2 

6 

80.4 

-12 

194.3 

-29 

2.1 

2.7 

7.9 

31 

0.99 

>OGEE  ENTERPRISES  (10) 

186.3 

1 

730.5 

11 

3.8 

30 

7.7 

19 

2.0 

1.6 

6.3 

30 

0.57 

JTLER  MFG. 

210.1 

34 

692.2 

20 

5.0 

-61 

15.4 

-15 

2.4 

8.2 

20.7 

11 

3.13 

I&G 

340.1 

0 

1332.6 

1 

8.0 

-63 

-32.1 

NM 

2.4 

6.4 

-7.2 

NM 

-0.58 

UOR  (2) 

2385.0 

9 

8485.3 

8 

52.4 

8 

192.4 

15 

2.2 

2.2 

15.8 

20 

2.32 

COBS  ENGINEERING  GROUP  (3) 

412.4 

58 

1317.5 

19 

7.3 

0 

18.8 

-35 

1.8 

2.8 

9.4 

27 

0.75 

ONE  &  WEBSTER 

229.7" 

3 

818.2 

-22 

3.9 

NM 

-7.8 

NM 

1.7 

NM 

-2.0 

NM 

-0.52 

;)  INDUSTRIAL  DISTRIBUTION 

!OUP  COMPOSITE 

4757.5 

21 

17396.8 

15 

66.2 

-51 

415.3 

-1 

1.4 

3.3 

9.6 

22 

1.27 

'NET  (6) 

1040.0 

22 

3812.4 

31 

31.1 

32 

114.4 

62 

3.0 

2.8 

9.9 

13 

2.76 

:arings  (6) 

249.9 

10 

984.8 

12 

3.4 

45 

14.3 

38 

1.3 

1.0 

9.4 

16 

1.89 

:m  PETROLEUM  (11) 

195.3 

7 

732.5 

-8 

3.0 

242 

7.5 

-19 

1.5 

0.5 

8.1 

20 

0.60 

lAINGER  (W.  W.) 

768.9 

16 

3023.1 

15 

1,0 

-98 

127.9 

-14 

0.1 

6.2 

12.3 

24 

2.50 

JGHES  SUPPLY  (11) 

210.6 

18 

766.6 

22 

2.8 

51 

9.5 

81 

1.3 

1.0 

7.6 

11 

1.74 

tMAN 

214.6** 

8 

820.8 

3 

-26.9 

NM 

-13.2 

NM 

NM 

2.5 

-9.5 

NM 

-0.93 

IVRSHALL  INDUSTRIES  (7) 

243.8 

22 

889.1 

19 

9.4 

9 

35.2 

26 

3.9 

4.3 

14.2 

13 

2.02 

DNK-AUSTIN  (6) 

325.2 

161 

663.5 

18 

-4.1 

NM 

-18.1 

NM 

NM 

5.0 

-12.0 

NM 

-1.00 

ONEER-STANDARD  ELECTRONICS  (9) 

212.4 

42 

749.8 

39 

6.1 

25 

23.3 

31 

2.9 

3.3 

20.4 

11 

1.53 

lEMIER  INDUSTRIAL  (7) 

201.3 

10 

778.2 

9 

27.2 

13 

100.7 

10 

13.5 

13.1 

23.0 

20 

1.18 

IITEO  STATIONERS  (4) 

402.2 

9 

1504.6 

2 

6.9 

17 

16.8 

-24 

1.7 

1.6 

6.8 

15 

0.90 

IIVAR  (10) 

468.8 

9 

1879.0 

4 

0.9 

104 

-16.9 

NM 

0.2 

0.1 

-9.9 

NM 

-0.80 

YLE  ELECTRONICS 

224.5 

NA 

792.3 

NA 

5.4 

NA 

14.0 

NA 

2.4 

NA 

8.8 

18 

1.13 

)  POLLUTION  CONTROL 


:OUP  COMPOSITE 

4393.3 

18 

16459.3 

16 

303.8 

25 

1154.5 

57 

6.9 

6.5 

14.6 

18 

1.52 

:OWNING-FERRIS  INDUSTRIES  (3) 

1292.8 

39 

4679.0 

31 

89.6 

52 

314.6 

54 

6.9 

6.4 

13.2 

20 

1.62 

1ST  INTERNATIONAL 

442.1 

8 

1682.9 

10 

8.5 

-60 

55.6 

-30 

1.9 

5.2 

5.8 

23 

0.67 

MX  TECHNOLOGIES 

2658.4 

11 

10097.3 

11 

205.8 

26 

784.4 

73 

7.7 

6.8 

17.2 

16 

1.62 

)  PRINTING  &  ADVERTISING 

:OUP  COMPOSITE 

1951.0 

12 

6891.9 

11 

110.0 

14 

344.0 

52 

5.6 

5.6 

14.5 

18 

1.74 

iVO  (3) 

263.1 

7 

991,8 

7 

10.2 

41 

28.1 

362 

3.9 

2.9 

26.1 

16 

1.20 

,NTA 

230.3 

29 

811,3 

17 

12.4 

16 

47.2 

15 

5.4 

6.0 

14.7 

14 

2.33 

INNELLEY  (R.  R.)  &  SONS 

1457.6 

11 

4888.8 

11 

87.4 

11 

268.6 

50 

6.0 

6.0 

13.8 

18 

1.75 

iRPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

SMIL 

% 

SMIL, 

% 

SMIL 

% 

SMIL 

% 

% 

% 

RETURN  ON 
COMMON 

EQUITY  PRICE- 

12  MONTHS  EARNINGS 

ENDING  RATIO 

12-31  2-10 


12 
MONTHS 
EARNINGS 
PER 
SHARE 


(E)  OTHER  SERVICES 

GROUP  COMPOSITE 


6456.9 


19  23706.7 


15  244.6 


NM 


844.0  152 


3.8 


NM 


19.4 


16 


1.59 


ABM  INDUSTRIES  (2)  233  0* 

EMPHESYS  FINANCIAL  GROUP  383. 1 

HANOLEMAN  (8)  347.2 

HEALTH  SYSTEMS  INTERNATIONAL  589.5 


14 
12 


17 


884.6 
1462.3 
1109.7 
2306.2 


14 
12 
1 

18 


4.9 
13.7 
15.5 
23.9 


15 
38 
0 
NM 


15.2 
64.3 
31.4 
88.1 


20 
11 
-16 
270 


2.1 
3.6 
4.5 
4.1 


2.1 
2.9 
4.8 
NM 


11.8 
21.3 
10.1 
39.6 


14 
10 
12 
16 


1.65 
3.77 
0.94 
1.77 


INTERIM  SERVICES  (9) 
KELLY  SERVICES 
MANPOWER 
N0RRELL(2) 


184.7 
631.4 
1255,7 
186.7 


30 
25 
52 
16 


634.4 
2362.6 
4296.4 

680.8 


23 
21 
35 
21 


4.5 
18.1 
26.9 

4.1 


38 
33 
534 
NM 


14.2 
61.1 
83.9 
15.1 


36 
37 
NM 
380 


2.4 
2.9 
2.1 
2.2 


2.3 
2,7 
0.5 
NM 


8.1 
14.6 
71.8 
28.8 


21 
19 
24 
15 


1.24 
1.61 
1.12 
1.39 


OLSTEN 

PHH  (8) 
SAFETY-KLEEN 


581,6* 

510,1 

249,0 


2260.3 
2081.2 
791.3 


21.2 
17.6 
16.7 


61 
9 
NM 


70.1 
67.7 
50.1 


NM 


NM 


3.6 
3.5 
6.7 


3.0 
NM 


19.1 
13.0 
13.0 


21 
10 
18 


1.67 
3.86 
0.87 


SERVICE  CORP  INTERNATIONAL  315.2         28        1117.2        24        34.8        17        131.0       27       11.0     12.1        13.6       19  1.51 

SERVICEMASTER  739.1  6         2985.2  8         36.8         19        139.9       -4         5.0       4.5        45.5        14  1.81 

VOLT  INFORMATION  SCIENCES  (2)  250.7  55  734.5        30  5.9        NM  12.0      NM         2.4       NM        13.4        11  2.51 


22  TELECOMMUNICATIONS 


INDUSTRY  COMPOSITE 


58983.5 


8  220968.2 


7    5242.7       NM    20154.9  68 


8.9  NM 


18.7       16  2.50 


(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 


29098.7 


11    105813.3        10  1820.1 

15 


63     7333.7  49 


6.3      4.3       20.1       18  2.21 


AIRTOUCH  COMMUNICATIONSt  309.3  32  1136  2 

AT&T  21110.0  11  75094.0 

DSC  COMMUNICATIONS  312.1  43  1003.1 

LIN  BR0ADCASTING1  240.2  26  876.5 


3.1 

8  1338.0 
37  53.5 
27  34.5 


-79 
72 
86 

NM 


98.1 
4710.0 
162.6 
564.2 


145 
27 
99 

NM 


1.0 
6.3 
17.2 
14.4 


6.2 
4.1 
13.2 
NM 


2.9 
28.2 
19.1 
262.2 


NM 
17 
26 
13 


0.20 
3.01 
1.39 
10.84' 


MCI  COMMUNICATIONS  3400.0 

SCIENTIFIC-ATLANTA  (5)  277.4 

SPRINT  3244.4 

TELEPHONE  &  DATA  SYSTEMSt  205.3 


9 
56 


36 


13338.0 
973.0 

12661.8 
730.8 


12 
35 
11 
31 


151.0 
15.0 

206.6 
18.4 


41 
NM 

9 

195 


795.0 
59.6 

883.7 
60.5 


27 
213 
84 
79 


4.4 
5.4 
6.4 

9.0 


3.4 
NM 
6.4 
4.1 


14.5 
20.0 
4,1 


15 
28 
12 
43 


2.53 
1.07 


(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 


29884.8 


115154.8 


3422.6 


NM 

-36 


-7 
NM 


12821.2 


81 


11.5 


NM 


18.0 


15 


ALLTEL 
AMERITECH 
BELL  ATLANTIC 
BELLSOUTH 


772.4 
3181.2 
3486.5 
4394.6 


2961.7 
12569.5 
13791.4 
16844.5 


26 
6 
5 
6 


44.0 
429.1 
314.9 
558.5 


271.8 
1170.4 
1401.9 
2159.8 


4 

-23 
-5 
109 


5.7 
13.5 

9.0 
12.7 


10.5 
13.0 
10.0 
NM 


16.7 
14.5 
22.1 
15.0 


20 
20 
17 
14 


4.35  tf, 


CINCINNATI  BELL 

FRONTIER 

GTE 

NYNEX 


323.4 
248.7 
5248.0 
3390.9 


13 
3 
4 
0 


1228.2 
985.5 
19944.0 
13306.6 

9235.0 
11618.5 

1717.0 
10953,0 


13 
9 
1 

-1 


21,1 
26.4 
693.0 
198.3 


NM 
3 
NM 
NM 


75.6 
109.9 
2451.0 
792.6 


NM 
33 
148 
NM 


5.5 
10.6 
13.2 

5.8 


NM 
10.6 
NM 
NM 


14.0 
13.8 
24.2 
9.3 


18 
15 
13 
20 


PACIFIC  TELESIS  GROUP  2356  0  3 

SBC  COMMUNICATIONS  3207.6  11 

SOUTHERN  NEVI/ ENGLAND  TELECOMMS.  436.4"  2 

U  S  WEST  2839.0  6 


262.0 
424.7 
41.6 

409-0 


NM 
10 
NM 

55 


1136.0 
1648.7 
177.6 
1426.0 


495 
15 
NM 

200 


11.1 
13.2 
9.5 
14.4 


NM 

13.3 
NM 

9.9 


21.7 
20.5 
19.1 
21.2 


12 
16 
12 
13 


2.68 
2.74 

2.77  3; 
3,14 


23  TRANSPORTATION 


INDUSTRY  COMPOSITE   36439.6  7    141317.5         6     1061.2        76     4443.1       81        2^9       1.8       l  h6       18  2^0] 

(A)  AIRLINES 

GROUP  COMPOSITE 


15170.1 


62333.0 


-400.9 


NM 


-156.3 


NM 


NM  NM 


-13.0 


NM 


-I.IS  6 


ALASKA  AIR  GROUP 
AMR 

DELTA  AIR  LINES  (6) 
NORTHWEST  AIRLINES 


318,0 
3995,0 
2919.0 
2192.0 


15 
11 

-1 
2 


1315.6 
16137.0 
12198.3 

9143.0 

2591.9 
13950.0 
6997.2 


17 

2 
0 
6 


-5.1 
-123.0 
-18.0 
35.9 


NM 
NM 
NM 
242 


22.5  NM 

228.0  NM 

-273.7  NM 

295.5  NM 


NM 
NM 
NM 

1,6 


NM 
NM 
NM 

0,5 


11,5 
4,6 
-22,3 
NM 


9 
27 
NM 

7 


1.6f  'i% 
2.2f 
-7.3? 
2-94b,(I( 


SOUTHWEST  AIRLINES 
UAL 

USAIR  GROUP 


626.2 
3439.0 
1681.0 


13 
5 
-1 


20.3 
11.0 
-322.0 


-47 
NM 
NM 


179.3 
77.0 
-684.9 


16 
NM 
NM 


3.2 
0,3 
NM 


6.3 
NM 
NM 


14.8 
NM 
NM 


15 

NM  ( 
NM  -12.7*M 


(B)  RAILROADS 

GROUP  COMPOSITE 


9817.6 


37636.7 


7 
14 


1155.1 


35  3579.9 


50 


11.8 


9.4 


17.1 


12 


BURLINGTON  NORTHERN  1344.0 
CONRAIL  986.0 

CSX  2540.0 
KANSAS  CITY  SOUTHERN  INDUSTRIES  292.2* 


10 
12 


4995.0 
3733.0 
9608.0 
1097.9 


142.0 
149  0 
239,0 
16,9 


20 
41 
58 
-44 


425.0 
324.0 
652.0 
104.9 


44 

38 
82 


10.6 
15.1 
9.4 
5.8 


9.5 
11.6 

6.5 
11.5 


22.8 
10.9 
17.5 
16.2 


12 
14 
12 
16 


2.3: 


NORFOLK  SOUTHERN 

1171.9** 

8 

4581.3 

3 

176.1 

10 

667.8 

22 

15.0 

14.7 

14.1 

13 

4.9( 

SANTA  FE  PACIFIC 

711.0 

13 

2580.9 

11 

46.3 

-13 

199.4 

12 

5.5 

8.4 

16.5 

19 

1.0! 

SOUTHERN  PACIFIC  RAIL 

780.5 

5 

3142.5 

8 

150.8 

NM 

247.8 

NM 

19.3 

0.5 

27.3 

11 

i.e; 

UNION  PACIFIC 

1992  0 

4 

7798.0 

6 

235,0 

0 

958.0 

34 

11.8 

12.3 

19.5 

11 

4.6( 

(C)  TRANSPORTATION  SERVICES 


GROUP  COMPOSITE 

5552.4 

13 

20967.8 

11 

188.2 

28 

694.1 

99 

3.4 

3.0 

11.7 

13 

AIRBORNE  FREIGHT 

529.9 

13 

1970.8 

15 

10.6 

-26 

38.8 

10 

2.0 

3,1 

10.0 

13 

AMERCO  (9) 

295.9 

11 

1231.7 

12 

1,9 

-49 

63.1 

50 

0.5 

1,4 

8.5 

15 

AVIALL 

237.2 

6 

863.3 

-4 

3.7 

-6 

9.5 

NM 

1.5 

1,8 

3.0 

15 

FEDERAL  EXPRESS  (/) 

2358,8 

11 

8932.1 

10 

86.1 

44 

259.1 

65 

3.7 

2.8 

12.5 

14 

2.4- 


itSi 


1.8 

1.3: 
0.4! 

4-5» 


ORPORATE  SCOREBOARD 


OMPANY 


SALES 


PROFITS 


MARGINS 

4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

ITH 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

SMIL 

% 

SMIL 

% 

SMIL 

% 

SMIL 

% 

% 

% 

311.0** 

11 

1155.0 

6 

25.1 

55 

91.5 

26 

8.1 

5.8 

1242.8 

14 

4685.6 

11 

38.0 

24 

153.5 

34 

3.1 

2.8 

576.9 

24 

2129.4 

24 

22.7 

23 

78.6 

16 

3.9 

4.0 

RETURN  CI 
COMMON 

EQUITY  1..  : 

12  MONTHS  EARHl!  ■ 

ENDING  RATIC 

12-31  2-10 


12 

MONTHS' 
TURNINGS 
■■ER 

■  ,',^F 


rOER  SYSTEM 

UNITY  INDUSTRIES  (9) 


12.2 
13.9 
13.0 


11 
11 
17 


3,<. 

1.95 

1.95 


»)  TRUCKING  &  SHIPPING 

mP  COMPOSITE 


5899.5 

11 

20380.1 

10 

118.8 

-14 

325.3 

-22 

2.0 

2.6 

7.3 

22 

1.11 

351.5** 

21 

1208.2 

23 

23.0 

-3 

74.6 

11 

6.3 

8.0 

11.8 

14 

1.52 

764.7** 

0 

2793.5 

7 

22.5 

5 

74.2 

-7  . 

2.9 

2.8 

13.0 

9 

2.38 

328.4 

22 

1098.4 

9 

7.3 

30 

18.7 

-11 

2.2 

2.1 

6.9 

17 

0.74 

276.8 

5 

935.9 

11 

0.3 

NM 

8.0 

NM 

0.1 

NM 

6.3 

9 

1.21 

1281.0 

15 

4680.5 

12 

19.6 

16 

60.3 

19 

1.5 

1.5 

8.0 

19 

1.11 

331.3 

28 

1207.6 

18 

10.8 

-1 

40.4 

6 

3.3 

4.2 

10.9 

18 

1.05 

1526.6 

11 

4572.0 

10 

13.7 

-68 

19.6 

-84 

0,9 

3.1 

1.9 

NM 

0.50 

271.3 

15 

1016.5 

13 

10.4 

48 

33.4 

17 

3.8 

3.0 

16.8 

18 

1.51 

757.9 

0 

2867.5 

0 

11.2 

-6 

-3.8 

NM 

1.5 

1.6 

-0.9 

NM 

-0.14 

.EXANDER  &  BALDWIN 
t/IERICAN  PRESIDENT 
(KANSAS  BEST 
\ROLINA  FREIGHT 


INSOLIDATED  FREIGHTWAYS 
JNT  (J.  B.)  TRANSPORT  SERVICES 
lADWAY  SERVICES 

it  freightways 
;llow 


4  UTILITIES  &  POWER 


DUSTRY  COMPOSITE 

52413.6 

0 

214236.0 

2 

3682.4 

88 

19604.9 

14 

7.0 

3.7 

11.1 

13 

1.94 

.)  ELECTRIC,  WATER  &  COGENERATION 

^OUP  COMPOSITE 

40814.3 

1 

170934.1 

2 

3051.3 

138 

17229.2 

15 

7.5 

3.2 

11.1 

12 

1.99 

LEGHENY  POWER  SYSTEM 

582.8 

0 

2451.7 

5 

51.1 

-5 

239.8 

3 

8.8 

9.2 

10.9 

13 

1 ,86 

/lERICAN  ELECTRIC  POWER 

1283.0 

5505.0 

4 

1 17.5 

-26 

554.9 

34 

9.2 

11.9 

1 1 ,8 

12 

2.71 

/lERICAN  WATER  WORKS 

187.6 

3 

770.2 

7 

17.7 

20 

78.7 

4 

9.4 

8,1 

10,4 

12 

2.34 

LANHC  ENERGY 

202.4 

1 

913.0 

5 

-5.5 

NM 

93.3 

-17 

NM 

8,1 

8,7 

13 

1.41 

ITIMORE  GAS  &  ELECTRIC 

610.3 

-8 

2783.0 

2 

48.1 

55 

323.5 

4 

7,9 

4,7 

10.4 

13 

1.93 

ISTON  EDISON 

353.4 

2 

1548.6 

4 

1 1 .0 

1 1 

125.0 

5 

3. 1 

2,9 

1 1 ,8 

10 

2.41 

.ROLINA  POWER  &  LIGHT 

639.3 

-3 

2876.6 

-1 

45.9 

-28 

313.2 

-10 

7.2 

9,7 

11,7 

14 

2.03 

NTERIOR  ENERGY 

570.0 

-1 

2421.0 

-2 

51.4 

NM 

259.8 

NM 

9.0 

NM 

11,0 

7 

1.38 

NTRAL  &  SOUTH  WEST 

798.0 

-5 

3626.0 

-2 

68.0 

NM 

412.0 

47 

8.5 

NM 

12,9 

12 

2.08 

NTRAL  MAINE  POWER 

218.0 

-6 

904.9 

I 

-64. 1 

NM 

-23.3 

NM 

NM 

5,4 

-6,0 

NM 

-1 .04 

MERGY 

693.4 

-9 

2924.2 

3 

-6.0 

NM 

225.8 

122 

NM 

NM 

8.3 

19 

1.30 

'SCO 

200.2 

-4 

844.6 

0 

17,3 

2 

87.4 

-2 

8,6 

8.1 

12.9 

12 

2.45 

IS  ENERGY 

914.0 

-2 

3519.0 

4 

38,0 

27 

203.0 

22 

4,2 

3.2 

16.5 

12 

2.09 

MMONWEALTH  ENERGY  SYSTEM 

228.7 

-6 

978.6 

4 

1 1,0 

-21 

49.0 

7 

4,8 

5.7 

13,4 

9 

4.59 

NSOLIDATEO  EDISON  CO.  OF  N.  Y. 

1461.2 

-2 

5373.1 

2 

117,9 

1 

734,3 

12 

8,1 

7.9 

13,1 

9 

2.98 

LMARVA  POWER  &  LIGHT 

219.6 

-6 

991.0 

2 

18,5 

36 

108,3 

-3 

8.4 

5.9 

11,1 

12 

1.67 

STEC  ENERGY 

206.4 

-13 

726.7 

8 

30,0 

-15 

1 10.5 

7 

14.5 

15.0 

15.2 

6 

1.84 

TROIT  EDISON 

802.7 

-8 

3519.3 

_1 

95.4 

-27 

419.9 

-20 

1 1.9 

15.0 

1 1.8 

\  I 

2.67 

MINION  RESOURCES 

1004.7 

-3 

4491.1 

1 

50.0 

-51 

520.0 

-7 

5.0 

9.8 

10.3 

14 

2.81 

L 

299.6 

-3 

1204.6 

3 

28.0 

20 

159.5 

8 

9.3 

7.5 

14.0 

14 

1.54 

E 

290.8 

-3 

1235.6 

3 

39.3 

29 

162.7 

8 

13.5 

10.2 

12.5 

1 1 

2.98 

KE  POWER 

976.4 

_2 

4279  3 

Q 

93  5 

-23 

538  9 

2 

9  5 

12  1 

12  9 

14 

2  88 

)RIDA  PROGRESS 

682.9 

8 

2738.7 

12 

50.8 

26 

222.2 

5 

7.4 

5.4 

10.7 

14 

2.28 

I  GROUP 

1289.7 

5 

5424.6 

2 

86.1 

-10 

558.3 

18 

5.7 

7.8 

12.3 

13 

2,91 

NERAL  PUBLIC  UTILITIES 

844.1 

-2 

3649.5 

1 

63.3 

72 

191.7 

-41 

7.5 

4.3 

6.2 

21 

1,42 

WAIIAN  ELECTRIC  INDUSTRIES 

319.8 

14 

1 188.5 

4 

22,7 

20 

80.2 

18 

7.1 

5.7 

10.9 

13 

2,60 

;  INDUSTRIES 

195.8 

_5 

785.9 

_2 

13,0 

-10 

67.7 

-2 

5.7 

7.1 

11.3 

1 1 

2.34 

INOVA 

368.1 

-4 

1589.5 

1 

35,5 

229 

181.9 

NM 

9.6 

2.8 

11.0 

11 

2.09 

NSAS  CITY  POWER  &  LIGHT 

192.1 

-4 

868.3 

1 

20.0 

4 

104.8 

-1 

10.4 

9.5 

11.5 

15 

1.54 

S.E  ENERGY 

190.3 

-21 

829.7 

-8 

19,2 

28 

52.7 

-28 

10.1 

6.2 

7.4 

23 

1.72 

i^G  ISLAND  LIGHTING 

655.4 

-2 

3067.3 

6 

38,6 

41 

301.9 

2 

5.9 

4.1 

10,3 

7 

2.15 

DWEST  RESOURCES 

264.8 

-15 

1068.5 

-3 

14.8 

7 

77.2 

-13 

5.6 

4.5 

10,3 

11 

1.30 

INTANA  POWER 

289.4** 

2 

1006.9 

-2 

45.4 

-9 

113.5 

5 

15.7 

17,7 

11,4 

12 

2.00 

W  ENGLAND  ELECTRIC  SYSTEM 

557.4 

0 

2243.0 

0 

39.9 

-38 

208.1 

4 

7.2 

11,5 

12,5 

11 

3.07 

W  YORK  STATE  ELECTRIC  &  GAS 

512.6 

4 

1898.9 

5 

59.5 

57 

187.6 

13 

11.6 

7,7 

10,3 

9 

2.37 

kGARA  MOHAWK  POWER 

1018.1 

3 

4152.2 

6 

-77.4 

NM 

177.0 

-35 

NM 

3.1 

5.5 

14 

1.00 

'SCO  INDUSTRIES 

428.2 

-8 

1676.4 

0 

51.2 

0 

173.9 

4 

12.0 

11.0 

14.5 

13 

2.48 

RTHEAST  UTILITIES 

898.2 

0 

3642.7 

0 

75.5 

-14 

329.9 

34 

8.4 

9.8 

12.4 

10 

2.30 

RTHERN  STATES  POWER 

608.8 

-1 

2486.6 

3 

48.8 

-9 

243.5 

15 

8.0 

8.7 

12.2 

13 

3.46 

10  EDISON 

567.1 

-4 

2368.2 

0 

74.5 

NM 

308.9 

917 

13.1 

NM 

12.2 

11 

1.97 

LAHOMA  GAS  &  ELECTRIC 

281.4 

-7 

1355.2 

-6 

5.0 

NM 

123.8 

8 

1.8 

NM 

13.2 

12 

3.01 

ANGE  &  ROCKLAND  UTILITIES 

258.7 

2 

1016.9 

5 

3.4 

-42 

37.2 

-17 

1.3 

2,3 

8.8 

13 

2,50 

DIFIC  GAS  &  ELECTRIC 

2638.2 

-3 

10447.3 

-1 

103.5 

-50 

1007.5 

-5 

3.9 

7,7 

10.9 

11 

2,21 

CIFICORP 

890.1 

1 

3506.5 

3 

126.4 

12 

468.0 

11 

14.2 

12.9 

12.5 

12 

1,51 

:0  ENERGY 

919.5 

-2 

4040.6 

1 

132.7 

-4 

433.9 

-27 

14.4 

14.8 

9.0 

15 

1,76 

UNSYLVANIA  POWER  &  LIGHT 

654.3 

-6 

2725.1 

0 

-0.3 

NM 

244.3 

-30 

NM 

11.5 

8.6 

14 

1,41 

INACLE  WEST  CAPITAL 

353.0 

-3 

1685.4 

3 

42.2 

70 

226.9 

13 

11.6 

5.6 

11.4 

9 

2,30 

RTLAND  GENERAL 

255.1 

-1 

959.4 

1 

27,1 

-24 

103.9 

3 

10.2 

13.4 

11.0 

11 

1,87 

TOMAC  ELECTRIC  POWER 

355.1 

1 

1823.1 

6 

13,8 

101 

227.2 

-6 

3.9 

1.9 

10.8 

11 

1.79 

BLIC  SERVICE  CO.  OF  COLORADO 

535.4 

3 

2057.4 

3 

50.8 

-4 

170.3 

8 

9.5 

10.1 

12.7 

12 

2.57 

BLIC  SERVICE  CO.  OF  NEW  MEXICO 

220.9 

-4 

904.7 

4 

15.2 

NM 

80.3 

NM 

6.9 

NM 

12,0 

7 

1.77 

BLIC  SERVICE  ENTERPRISE  GROUP 

1468.1 

0 

5915.8 

4 

143.4 

72 

721.2 

14 

9.8 

5.7 

12,8 

10 

2.78 

GET  SOUND  POWER  &  LIGHT 

336.9 

5 

1194.1 

7 

40.8 

4 

120.1 

-13 

12.1 

12.3 

9.0 

13 

1.54 

ORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


4TH 

CHANGE 

12 

CHANGE 

4TH 

CHANGE 

12 

CHANGE 

4TH 

4TH 

EQUITY 

PRICE- 

MONTHS 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARNING 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

1994 

1993 

ENDING 

RATIO 

PER 

$  MIL 

$  MIL 

% 

$  MIL 

% 

$  MIL  ■ 

% 

% 

12-31 

2-10 

SHARE 

ROCHESTER  GAS  &  ELECTRIC 

243.7 

-5 

1000.8 

5 

25.6 

15 

74.4 

-5 

10.5 

8.7 

9.0 

12 

1.79 

SAN  DIEGO  GAS  &  ELECTRIC 

523.2 

0 

1982.0 

0 

57.1 

1 

143.5 

-34 

10.9 

10.8 

9.3 

18 

1.17 

SCANA 

317,4 

5 

1322. 1 

5 

23.7 

-28 

157.2 

-10 

7.5 

10.9 

10.7 

14 

3.19 

f 

scrcoRP 

2041.7 

10 

8344.5 

6 

144.4 

-2 

721.5 

6 

7.1 

7.9 

11.3 

1 1 

1.52 

SOUTHERN 

1915.0 

-2 

8297.2 

-2 

197.0 

26 

1075.9 

-2 

10.3 

8.0 

12.2 

14 

1.52 

SOUTHWESTERN  PUBLIC  SERVICE  (4) 

187.2 

-8 

827.6 

1 

21.2 

-19 

97.3 

-9 

1 1 .3 

12.8 

13.3 

13 

2.25 

■  1 

TECO  ENERGY 

324.3 

1 

1350.8 

5 

24.0 

-34 

156.7 

2 

7.4 

11.3 

14. 1 

15 

1.32 

UNICOM 

1465.3 

209 

6277.5 

19 

95.6 

NM 

419.9 

309 

6.5 

NM 

5.5 

15 

1.56 

■i 

UNION  ELECTRIC 

407.0 

-1 

2056.1 

0 

18.7 

287 

320.8 

8 

4.6 

1.2 

13.3 

12 

3.01 

•■ 

WASHINGTON  WATER  POWER 

190.4 

7 

670.8 

5 

26.7 

13 

77.2 

-7 

14.0 

13.3 

10.6 

12 

1.28 

WESTERN  RESOURCES 

359.2 

-30 

1617.9 

-15 

33.4 

-5 

187.4 

6 

9.3 

6.9 

11.8 

11 

2.82 

I 

WHEELABRATOR  TECHNOLOGIES 

386.9 

16 

1324.6 

16 

46.8 

6 

184.9 

13 

12.1 

13.3 

12.9 

14 

0.97 

WISCONSIN  ENERGY 

431.7 

-4 

1742.2 

3 

63.4 

14 

182.2 

-6 

14.7 

12.4 

10.5 

15 

1.67 

WPL  HOLDINGS 

209.4 

-3 

816.2 

6 

14.1 

-40 

68.6 

3 

6.7 

10.8 

10.9 

14 

2.13 

(B)  GAS,  OIL  &  TRANSMISSION 


GROUP  COMPOSITE 

11599.3 

-5 

43301.9 

1 

631.0 

-7 

2375.7 

7 

5.4 

5.5 

10.9 

15 

1.65 

ATLANTA  GAS  LIGHT  (3) 

328.8 

-9 

1166.8 

1 

1.8 

-93 

38.7 

-37 

0.5 

7.3 

5.6 

25 

1,35 

- 

BROOKLYN  UNION  GAS  (3) 

358.3 

-4 

1331.4 

8 

42.8 

2 

88.1 

13 

12.0 

11.4 

10.9 

13 

1,85 

COLUMBIA  GAS  SYSTEM 

759.0 

-24 

2833.4 

-15 

73.2 

5 

245.2 

52 

9.5 

6.9 

17.7 

5 

4,87 

EASTERN  ENTERPRISES 

221.4 

-2 

924.9 

5 

10.6 

42 

38.9 

50 

4.8 

3.3 

10.5 

14 

1,87 

•) 

EL  PASO  NATURAL  GAS 

227.7 

-2 

869.9 

-4 

23.4 

7 

89.5 

-2 

10.3 

9.4 

12.5 

13 

2.4E 

ENRON 

2559.5 

13 

8904.5 

12 

114.2 

7 

472.7 

41 

4.5 

4.7 

16.3 

18 

1.8C 

MCN 

412.1 

-8 

1545.8 

4 

20.9 

-25 

78.5 

7 

5.1 

5.3 

15.5 

14 

1.31 

■Sljl! 

NATIONAL  FUEL  GAS  (3) 

271.5 

-12 

1102.7 

6 

25.9 

-7 

80.5 

4 

9.5 

9.0 

10.3 

12 

2.ie 

llil 
f^itl 

NICOR 

395.5 

-26 

1609.4 

-4 

34.8 

-5 

109.5 

0 

8.8 

5.9 

16.0 

12 

2.07 

NORAM  ENERGY 

713.1 

-18 

2801.4 

-5 

23.8 

NM 

51.3 

28 

3.3 

NM 

7.6 

17 

o.3e 

PACIFIC  ENTERPRISES 

717.0 

-13 

2664.0 

-8 

53.0 

5 

183.0 

-4 

7.4 

6.1 

13.5 

12 

1.9f 

■'  -a! 
■r,=ilt 

PANHANDLE  EASTERN 

1158.4 

10 

4585.1 

7 

53.2 

127 

225.2 

31 

4.6 

2.2 

3.0 

15 

1.51 

PEOPLES  ENERGY  (3) 

307.1 

-19 

1207.3 

-4 

25.1 

-36 

60.5 

-25 

8.2 

10.3 

9.4 

15 

1.7^ 

■'■■■.vi 

QUESTAR 

201.2 

10 

570.3 

2 

-4.5 

NM 

49.4 

-42 

NM 

13.9 

7.5 

23 

1.21 

SONAT 

457.5 

-17 

1773.9 

2 

22.0 

-56 

141.4 

-47 

4.7 

8.9 

10.0 

17 

1.5i 

SOUTHWEST  GAS 

224.5 

10 

728.2 

5 

24.5 

31 

26.3 

113 

10.9 

9.1 

8.0 

12 

1.22 

TRANSCO  ENERGY 

681.5 

-13 

2815.2 

-4 

-31.4 

NM 

12.2 

NM 

NM 

NM 

-2.4 

NM 

-0.4; 

UGI  (3) 

194.9 

-7 

745.5 

4 

10.3 

-36 

33.3 

8 

5.3 

7.5 

7.5 

22 

0.9! 

UTILICORP  UNITED 

449.7 

4 

1514.6 

-4 

33.5 

1 

94.4 

9 

7.5 

7.7 

10.1 

14 

2.0i 

WASHINGTON  GAS  LIGHT  (3) 

242.9 

-10 

886.5 

-1 

27.7 

-8 

57.9 

1 

11.4 

11.2 

11.2 

14 

2.5! 

WICOR 

210.0 

-10 

857.7 

2 

12.0 

-10 

33.2 

13 

5.7 

5.7 

11,7 

14 

1.9! 

rl! 

WILLIAMS 

477.3 

14 

1751.1 

-2 

34.2 

-3 

154.9 

-11 

7.2 

8.4 

9.5 

19 

1.5; 

B. 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P 10c 

Abbott  Laboratories  12d 
ABM  Industries  21e 
Advanced  Micro  9d 
ADV0  21d 

Aetna  Lite  8.  Casualty  17b 
AFLAC  17b 
AGCO  15c 

Ahmanson  (H  F )  17c 
Air  Products  &  Ctieinicals  4 
Airborne  Freight  23c 
AirTouch  Communications  22a 
AK  Steel  Holding  16b 
Alaska  Air  Group  23a 
Albemarle  4 
Albcrto-Culuer  6d 
Albertson  s  10c 
AIco  Standard  5 
Alcoa  16a 

Alexander  &  Baldwin  23d 
Allegheny  Ludluin  16b 
Allegheny  Power  24a 
Allergan  12b 
AlliedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amdahl  18b 
Amerada  Hess  11a 
Amerco  23c 

American  Bankers  Insurance  1 7b 
American  Brands  6e 
American  Electric  24a 
American  Express  17a 
American  Greetings  14c 
American  Home  12b 
American  Medical  12c 
American  President  23d 


American  Re  17b 

American  Stores  lOc 

American  Water  Works  24a 

Ameritech  22b 

Ames  Dept  Stores  8 

Ametek  9a 

Amgen  12b 

Amoco  11a 

AMP  9d 

Amphenol  9d 

AMR  23a 

AmSouth  Bancorporation  3c 
Analog  Devices  9d 
Anheuser-Busch  6c 
Aon  17b 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Arcadian  Partners  4 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arvin  Industries  2b 
Asarco  16c 
Ashland  11a 
AST  Research  18b 
AT&T  22a 
AT4T  Capital  17a 
Atlanta  Gas  Light  24b 
Atlantic  Energy  24a 
Atlantic  Richheld  11a 
Automatic  Data  18c 
AutoZone  8 
Averv  Dennison  15a 
Aviall  23c 
AvnBt21b 
Avon  Products  6d 


Baker  (J )  f 
Baker  Hughes  lib 
Ball  7a 

Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bandag  2c 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmerica  3d 
Bankers  Trust  3a 
BanPonce  3c 
Banta  21d 
Bard  (C  R  )  I2d 
Barnes  &  Noble  8 
Barnett  Banks  3c 
Bausch  &  Lomb  12d 
Baxter  International  12d 
Bay  Networks  t8c 
BayBanks  3a 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9c 
Becton.  Dickinson  12d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Bethlehem  Steel  16b 
Beverly  Enterprises  12c 
Birmingham  Steel  16b 
Black  &  Decker  15b 
Boatmen's  Bancshares  3b 
Bob  Evans  Farms  14a 
Boeing  1 

Boise  Cascade  19a 


Borden  10b 
Boston  Edison  24a 
Bowater  19b 
Bradlees  8 

Briggs  8.  Stratton  15c 
Brinker  International  14a 
Bristol-Myers  Squibb  12b 
Broadway  Stores  8 
Brooklyn  Union  Gas  24b 
Brown  Group  6a 
Brown-Forman  6c 
Browning-Ferns  21 C 
Bruno's  10c 
Brunswick  14c 
Burlington  Coat  Factory  8 
Burlington  Industries  15d 
Burlington  Northern  23b 
Burlington  Resources  11a 
Butler  Mfg  21a 


Cabletron  Systems  18c 
Cabot  4 

Caesars  World  14b 
Caldof  8 

California  Federal  Bank  17c 
Campbell  Soup  10b 
Canaudaigua  Wine  6c 
Capital  Cities/ABC  20a 
Cardmal  Health  12a 
Caremark  IntI  12c 
Carnival  14c 
Carolina  Freight  23d 
Carolina  Power  243 
Carson  Pine  Scott  8 
Casey's  General  Stores  10c 
Caterpillar  ISc 
CBI  Industries  4 
CBS  20a 

Centenor  Energy  24a 


Centex  13b 

Central  &  South  West  24a 

Central  Maine  Power  24a 

Cendian  18c 

Champion  IntI  19b 

Charming  Shoppes  8 

Charter  Medical  12c 

Chase  Manhattan  3a 

Chemical  Banking  3a 

Chesapeake  19b 

Chevron  1 1  a 

Chrysler  2a 

Chubb  17b 

Cigna  17b 

Cincinnati  Bell  22b 

CINergy  24a 

Cipsco  24a 

Circuit  City  Stores  6b 

Circus  Circus  14b 

Cirrus  Logic  9d 

Cisco  Systems  18c 

Citicorp  3a 

Clark  Equipment  15c 

Clorox  6d 

CMS  Energy  24a 

Coastal  11a 

Coca-Cola  6c 

Coca-Cola  Enterprises  6c 

Colgate-Palmolive  6d 

Collins  &  Aikman  15d 

Coltec  Industries  5 

Columbia  Gas  24b 

Comdisco  18c 

Comenca  3b 

Commercial  Metals  16b 

Commonwealth  Energy  System  24a 

Compaq  Computer  18b 

CompuCom  Systems  18a 

CompUSA  18c 

Computer  Associates  18c 


Computer  Sciences  18c 
ConAgra  10b 
Cone  Mills  15d 
Conner  Peripherals  18b 
Conrail  23b 
Conseco  17b 
Consolidated  Edison  24a 
Cons  Freightways  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Medical  12c 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
CoreSlates  Financial  3a 
Corning  15a 
Countrywide  Ciedil  17a 
CPC  International  10b 
Cracker  Barrel  14a 
Crane  15a 
Cray  Research  18b 
Crestar  Financial  3c 
Crown  Cork  &  Seal  7a 
CSX  23b 

cue  International  18a 
Cummins  Engine  2b 
Cyprus  Amax  Minerals  16c 


Dana  2b 

Danaher  15b 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Dean  Witter,  Discover  17a 

Deere  15c 

Delchamps  10c 

Dell  Computer  18b 

Oelmarva  Power  &  Light  24a 

Delta  Air  Lines  23a 

Deluxe  18a 


Destec  Energy  24a 
Detroit  Diesel  2b 
Detroit  Edison  24a 
Dexter  4 
Dial  5 

Diamond  Shamrock  11a 
Dibrell  Brothers  6e 
Diebold  18a 
Digital  Equipment  18b 
Dillard  8 

Disney  (Walt)  14c 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donnelley  (R  R.)  21d 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20b 
DPL  24a 
DQE  24a 

Dr  Pepper/Seven-Up  6c 
Dresser  Industries  15c 
DSC  Communs.  22a 
DuPont  4 
Duke  Power  24a 
Dun  &  Bradstreet  20b 
Duracell  International  15a 


E-Systems  9b 

Eagle  Food  Centers  10c 

Eastern  Enterprises  24b 

Eastman  Chemical  4 

Eastman  Kodak  14c 

Eaton  2b 

Echlin  2b 

Eckerd  12a 

Edison  Brothers  8 

Edwards  (AG.)  17a 

EG&G21a 


DRPORATE  SCOREBOARD 


ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


head  18a 

aso  Natural  Gas  24b 

:tron!C  Arts  18c 

itronic  Data  Systems  18c 

;i8b 

ifson  Electric  9a 

ihesvs  Financial  Group  21e 

eiliard  4 

)n  24b 

ifax17a 

liable  17b 

le  15a 
)n  11a 


1  Distributors  8 
Illy  Dollar  Stores  8 
nie  Mae  17a 
s12a 

ersl  Express  23c 
eral  Home  Loan  17a 
eral  Paper  Board  7b 
eral  Signal  15a 
eral-Mogul  2b 
erated  Dcpt  Stores  8 
•o4 

'  International  12c 
dcrest  Cannon  ISd 
li  Ttiird  Bancorp  3b 
alia 
;ertiut  8 

t  Bank  System  3b 

t  Brands  15a 

,t  Ctiicago  3b 

,t  Data  18c 

,t  Fidelity  3a 

t  Financial  IVIgmt  17a 

t  Interstate  Bancorp  3d 

t  of  America  Bank  3b 

t  Security  3d 

t  Union  3c 

tar  3b 

!star  14a 

't  Financial  Group  3a 
■twood  Ents.  14c 
Ida  Progress  24a 
vers  Industries  10b 
ir21a 
;15c 
j  Lion  10c 
I  Motor  2a 
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Great  Western  17c 
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Halliburton  lib 
Handleman  21e 
Handy  &  Harman  16c 
Hanna  (M  A.)  4 
Hannaford  Brothers  10c 
Harcourt  General  5 
Harley-Dauidson  14c 
Harman  International  14c 
Harnischfeger  15c 
Hams  9b 
Harsco  15a 
Hasbro  14c 
Hawaiian  Electric  24a 
Health  Systems  IntI  21e 
Healthtrust  12c 
Hechinger  8 
Heilig-Meyers  6b 
Heinz  (H.J  )  10b 
Helene  Curtis  Industries  6d 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
ilillhaven  12c 
Hills  Stores  8 
Miton  Hotels  14b 
Home  Depot  8 
HON  Industries  18a 
Honeywell  9c 
Hotmel  Foods  10b 
Household  IntI  17a 
Hubbell  9a 
Hudson  Foods  10b 
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IBM  18b 
IBP  10b 

lES  Industries  24a 
Illinois  Tool  Works  15a 
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Interstate  Bakeries  10b 

in  5 


Jacobs  Engineering  21a 
James  River  19b 
Jefferson  Smurfit  7b 
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Johnson  Controls  9c 
Jostens  15a 


Kaiser  Aluminum  16a 
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Union  Electric  24a 
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Union  Texas  11a 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

Unitrin  17b 

Univar  21b 
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Universal  Foods  10b 

Universal  Forest  Products  19a 

Unocal  11a 

UNUM  17b 

Upiohn  12b 

U  S  West  22b 

USAir  Group  23a 

USF&G  17b 

USG  13a 

UST  6e 

USX-Marathon  11a 
USX-U  S  Steel  16b 
UtiliCorp  United  24b 


Valero  Energy  11a 
Valhi  5 
Valspar  13a 
Value  City  8 
Varian  Associates  9b 
Varity  15c 

Vastar  Resources  11a 
Venture  Stores  8 
VF  6a 

Viking  Office  Products  8 
Vishay  Intertechnology  9d 
Volt  Info,  Sciences  21e 
Vulcan  Materials  13a 


Waban  8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18c 
Warner-Lambert  12b 
Washington  Gas  Light  24b 
Washington  Post  20b 
Washington  Water  Power  24a 
Weirton  Steel  16b 
Weis  Markets  lOc 
Wells  Fargo  3d 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  24a 
Westinghouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs 
Whirlpool  6b 
Whitman  5 
WHX  16b 
Wicoi  24b 

Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  lOc 
Wisconsin  Energy  24a 
Witco  4 

WLR  Foods  10b 
WMX  Technologies  21c 
Woolworth  8 
Worthington  Inds,  16b 
WPL  Holdings  24a 
Wyle  Electronics  21b 


24a 


Xerox  18b 
Yellow  23d 
York  IntI  13a 
Zale8 


Eersonal  Business 


EDITED  BY  AMY  DUNKIN 


WHEN  YOUR  PARENTS'  MONEY 
BECOMES  YOUR  WORRY 


Looking  back,  it  was  the 
small  financial  mishaps 
that  provided  the  first 
hints  of  his  mother's  eventual 
decline,  says  Douglas  Drake, 
an  art  dealer  in  New  Yoi-k 
City.  Years  before  she  suf- 
fered her  first  stroke  and  her 
arthritis  became  debilitating, 
Drake's  mother  began  giving 
huge  tips  to  drivers  who  took 
her  on  eirands  and  was  per- 
suaded to  loan  money  to  a 
handyman  who  never  repaid 
her.  But  Drake  didn't  tiy  to 
stop  her  en-atic  financial  be- 
havior. At  that  point,  more 
than  a  decade  ago,  she  still 
seemed  as  independent  and 
vital  as  ever  "I  felt  she  knew 
what  she  was  doing,"  he  says. 

But  by  the  time  her  health 
deteriorated  and  Drake  had 
to  take  over  his  mother's  fi- 


FINANCES 


involved  enough  in  their  par- 
ents' finances,  says  Kate  Wil- 
ber,  an  assistant  professor  at 
the  University  of  Southern 
Califoi'nia's  Andms  Gei'ontol- 
ogy  Center.  Money  is  never 
an  easy  topic  for  families  to 
tangle  with.  And  given  the 
obvious  conflict  of  interest 
adult  children  may  feel  when 
inquiring  about  their  parents' 
assets,  it's  tempting  to  put 
off  such  conversations  until 
a  problem  arises.  Tempting, 
but  unwise. 

"FINE  LINE."  Small  slii)ups— 
lost  utility  bills,  unpaid  insur- 
ance premiums,  uncashed 
dividend  checks — can  have 
major  consequences  for  the 
elderly.  Even  woi-se,  youi'  pai- 
ents  could  be  victimized  by 
con  artists  who  prey  on  the 
aged. 


Besides  day-to-day 
budgeting,  you  may  want  to 
review  your  parents'  investments 
and  financial  agreements 


nances,  much  of  the  damage 
had  been  done.  Now  87  years 
old,  "completely  confused," 
and  living  in  a  nursing  home, 
she  is  fast  burning  through 
all  her  assets.  "If  I  had  man- 
aged better,  she  wouldn't  be 
feeling  that  pi'essure,"  Di'ake 
says.  "I  don't  feel  entirely 
free  of  guilt."  Plus,  at  51,  he 
doesn't  have  a  large  nest  egg 
himself  and  can't  look  foi-wai-d 
to  much  of  an  inheritance. 

While  tales  abound  of 
greedy  offspring  exploiting 
aging  parents  for  money,  a 
bigger  problem  may  be  that 
adult  children  often  don't  get 


Luckily,  there  are  lots  of 
ways  to  help  your  parents 
stay  out  of  financial  trouble 
before  it  occurs  in  the  first 
place.  You'll  have  to  start 
making  majoi-  financial  deci- 
sions together,  monitor  your 
parents'  day-to-day  finances 
for  signs  of  confusion,  and  get 
to  know  their  most  trusted 
advisers.  It  also  means  mak- 
ing money  and  estate  plan- 
ning a  familiar  topic  long  be- 
fore it  seems  necessaiy  "To 
the  extent  that  plans  can  be 
made  early,  it  really  saves  a 
lot  of  money  and  anguish," 
says  Allen  Jones,  Merrill 


L\Tich's  director  of  in- 
dividual financial 
services. 

Some  people  be- 
come increasingly  / 
unwilling  to  share 
financial  informa-  ' 
tion  as  they  age. 
And  if  your  par- 
ents slip  up  finan- 
cially, they  may  be 
too  embarrassed  to 
turn  to  you  for  help, 
or  they  may  fear  you'll 
take  over  completely.  "Too 
often  families  go  in  and 
oveireact,"  says  Ruth  Cohen, 
president  of  Creative  Care 
Consultants  in  Kansas  City. 
"You  want  to  w-alk  that  fine 
line  of  not  eroding  that  per- 
son's independence  but  not 
leaving  them  vulnerable  and 
exposed,"  says  Wilber 

Don't  be  afraid 
to  ask  your  parents 
if  they  need  help 
with  their  daily  fi- 
nances. Even  if 
they  turn  you 
down,  "it  doesn't 
hurt  to  probe  or  in- 
vestigate," says 
Wilber.  When  you 
visit,  check  for  piles 
of  unopened  mail, 
notices  from  credi- 
tors, or  a  disoi'derly  check- 
book. Do  they  have  failing 
eyesight  or  aithritis  that 
would  make  it  difficult  to 
write  out  checks?  When  you 
mention  Apr.  15,  do  they 
seem  aware  taxes  are  com- 
ing due?  If  they  are  unwilling 
to  spend  cash,  make  sure 
they  are  filling  prescriptions 
and  buying  enough  gi'oceries, 
Cohen  advises.  If  they  are 
spending  too  much,  make 
sure  they  aren't  paying  med- 
ical bills  insurance  could  cov- 
er or  giving  excessive  gifts. 

To  family  members,  any 
one  of  these  problems  can 


seem  ma- 
jor, but  most 
of  them  are  eas- 
ily solved.  What  you  can't 
do  yourself,  you  can 
someone  else  to  take  ovpt 
And  you  may  be  able 
bring  things  back  under  ci 


trol  just  by  aiTanging  for  c 


idends,  Social  Security, 


pension  checks  to  be  direc 
deposited  into  the  bank.  B 
that   are   the  same 
month  can  often  be  p 
thi-ough  automatic  withdi' 
als.  A  central  assets  accou 
which  combines  checking 
savings,  a  brokerage  accoi 
and  a  debit  card  that  has 
statement  can  be  a  gTeat  v 
to  simplify  tilings,  says  Jor 
Many  of  these  all-in-one 
counts  also  come  with  ai 
matic  bill-paying  servic 
That  way,  you  can  pay 
bills  for  your  parents  us  ILEGA 
a  Touch-Tone  phone  or  v  fcwoy 
your    personal  compu 
Many  banks  will  ])rovide 
with  copies  of  parents'  st; 
ments,  and  utility  or  ins 
ance  companies  may  be  \ 
ing  to  inform  you  if  a 
goes  unpaid. 


Se 
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11  this  must  be  done  at 
•  parent's  request,  how- 
.  "Their  right  of  confiden- 
,y  is  fii'st  and  foremost," 
Stephen  Heine,  a  senior 
-president  at  KeyCorp, 
rmally,  bank  officers  and 
•ance  agents  may  be  w-ill- 


ing  to  work  with  children  of 
elderly  clients  if  they  recog- 
nize you  have  your  parents' 
best  interests  in  mind. 

If  your-  parents  need  help 
but  you  don't  live  in  the  area 
01"  they  would  rather  get  it 
from  a  third  pariy,  there  are 


any  number 
''  of    places  to 

turn  (table,  page 
120).  Financial  planners, 
accountants,  and  bank  officers 
may  be  willing  to  provide  a 
variety  of  money-manage- 
ment services.  Local  social- 
service  agencies  and  the 
American  Association  of  Re- 
tired Pei'sons  provide  free  fi- 
nancial hel]i,  commonly  called 


"daily  money  ni;.  i.-gement," 
to  low-income  seiuyi  '- 

There  are  seve^ ; new 
fields  developing  to  met  .  :p 
needs  of  seniors  able  to  \)  y 
fov  services.  These  businesses 
can  be  an  enormous  source 
of  relief  for  people  who  do 
not  live  near  their  parents. 
But  there  is  also  potential 
for  fraud.  You'll  need  to 
do  some  checking  to 
make  sui-e  you're  deal- 
ing with  a  legitimate 
enterprise.  Review 

tcjualifications,  ask  for 
references,  and  check 
for  complaints  at  your' 
local  Better  Business 
Bureau  or  Chamber 
of  Comimerce.  Paitic- 
ularly  when  hiring 
^'  someone  to  help  with 
finances,  "we  suggest 
a  written  understand- 
ing of  what  they  wall  do 
and  what  they  will  charge 
for  it,"  says  Cohen.  "Temp- 
tations are  too  great." 
MANAGEMENT  TEAM.  If  your 
parents  have  an  assortment 
of  needs,  such  as  help  with 
cleaning  oi-  cooking  along  with 
daily  money  management,  a 
geriatric-care  manager  can 
help.  These  private  advisers, 
usually  nurses  or  social  work- 
ers, will  develop  a  long-term 
care  plan  for  your  parent, 
which  may  include  finding 
them  housekeepers,  bill-pay- 
ers, or  drivers.  Care  manag- 
ers charge  ft'om  $60  to  $150 
an  houi-  and  usually  take  five 
to  eight  hours  to  do  an  initial 


Helping  Your  Parents  Stay  Out  of  Financial  Trouble 


MPLIFY  EVERYDAY  MONEY  MANAGEMENT  This 
jld  be  as  basic  as  making  sure  parents  have  direct 
Dosit  for  dividends  and  Social  Security  checks  or 
ping  them  keep  track  of  financial  papers  and  writing 
jcks.  Services  are  available  to  handle  health  msur- 
:e  claim  forms  and  bill-paying. 

T  LEGAL  DOCUMENTS  IN  ORDER  A  durable  power 
attorney  will  allow  you  to  make  all  financial  decisions 
hout  having  to  go  to  court  and  establish  guardian- 
p.  A  health-care  proxy  will  allow  you  to  make  medical 
:isions.  A  living  will  specifies  what  heroic  measures, 
my,  should  be  taken  to  keep  your  parents  alive  if  they 
in  a  coma. 


REVIEW  FINANCIAL  AND  ESTATE  PLANNING  Make 
sure  your  parents  don't  have  unnecessary  insurance  pol- 
icies and  consider  adding  long-term  care  or  "Medigap" 
coverage.  Find  out  about  any  hidden  bank  or  brokerage 
accounts.  Meet  with  an  estate  planner  to  discuss  strate- 
gies for  saving  on  estate  taxes. 

ESTABLISH  A  RELATIONSHIP  WITH  ADVISERS  AND 
CARE  PROVIDERS  Make  sure  you  trust  the  people  your 
parents  trust — especially  anyone  new.  Meet  face-to-face 
witr  their  lawyer,  accountant,  or  financial  planner,  as 
well  as  anyone  providing  nursing  or  home  care.  This  may 
di'-  :ourage  anyone  from  trying  to  exploit  them  and  en- 
cci'  iage  anyone  reputable  to  call  you  if  a  problem  arises. 


DATA  BUSINC  .  .'.EEK 
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personal  Business 


assessment,  gather  infor-  ■ 
mation  from  other  sourc- 
es, and  put  together  a 
plan,  says  Cohen,  who  is 
president  of  the  National 
Association  of  Geriatric 
Cai'e  Managers.  Once  the 
plan  is  in  place,  they  will 
monitor  your  parents' 
well-being  and  be  on 
hand  in  the  event  of  an 
emergency. 

Businesses  are  also 
ci-opping  up  to  handle  the 
mind-boggling  process  of 
filing  health-insurance 
claims.  "A  lot  of  elderly 
people  get  very  intimi- 
dated and  start  paying 
bills  they  shouldn't,"  says 
Harvey  Matoren,  presi- 
dent of  Claims  Security 
of  America,  based  in 
Jacksonville,  Fla.  The 
com{)any  pi'ovides  senice 
nationwicle,  charging  $195  a 
year  plus  a  $;i5  setup  fee  to 
handle  all  claims. 

Even  if  youi'  parents  don't 
need  help  with  paperwork 
and  bUls,  you  should  sit  down 
and  review  all  their  invest- 
ments and  financial  agree- 
ments. Check  to  see  that 
they  haven't  bought  any  un- 
necessary insurance  policies 
and  discuss  getting  long-teiTn 
care  coverage  or  a  Medicare 
supplement,  or  "Medigap," 
policy.  Find  out  about  any 
hidden  bank  or  brokerage  ac- 
counts and  safe-de])osit  boxes 
and  ask  your  parents  to  add 
your  name  to  accounts  so 
you'll  have  access  in  case  of 
emergency. 

BE  SUSPICIOUS.  Establish  a 
relationsliip  with  all  your  par- 
ents' advisei's  and  care  pro- 
viders. This  includes  personal 
visits  with  the  parents'  law- 
yer, accountant,  or  financial 
planner  as  well  as  their  nm*se, 
housekeeper,  or  cook.  "Face 
to  face,  you  can  control  the 
relatioaship  a  lot  better,"  says 
Jones'  Partly  this  is  to  make 
sure  you  can  tmst  the  peo 
ple  your  parents  trust.  But 
assuming  they  are  reputable, 
you  also  want  them  to  know 
you  so  they  will  call  if  they 
have  any  concerns. 

Be  suspicious  of  anyone 
new  in  your  parents'  lives. 
Check  out  the  qualifications 


Care  for  the  Elderly:  Resources 


ELDERCARE  LOCATOR 

(800  677-1116) 


NATIONAL  ASSOCIATION 
OF  PROFESSIONAL 
GERIATRIC  CARE 
MANAGERS 

(602  881-8008) 

NATIONAL  ACADEMY  OF 
ELDER  LAW  AHORNEYS 

(602  881-4005) 

NATIONAL  ORGANIZATION 
OF  CLAIMS  ASSISTANCE 
PROFESSIONALS 

(708  963-3500) 


Sponsored  by  the  National  Association  of  Area 
Agencies  on  Aging,  this  information  line  will 
direct  you  to  services  in  your  parents'  area. 

These  private-care  managers  may  perform  a 
range  of  services  for  the  elderly,  from  arranging 
placement  m  a  nursing  home  to  helping  balance 
a  checkbook.  Their  national  trade  group  will 
provide  you  with  names. 

This  lawyer's  association  offers  free  materials 
on  how  to  choose  an  estate  planner  or  elder 
law  attorney. 

Finds  professionals  to  take  over  the  burden 
of  health-insurance  paperwork.  One  firm. 
Claims  Security  of  America  (800  400-4066), 
offers  free  brochures  on  the  service. 


of  new  financial  advisers  and 
see  if  they  represent  a  major 
firm.  Elderly  people  are  of- 
ten vulnerable  to  aggi'essive 
sales  tactics.  But  if  unscna- 
pulous  adviser's  know  you  ai"e 
closely  involved  with  your 
parents,  even  if  you  live  far 
away,  they  may  look  for  an 
easier  target. 

There  are  an  assortment 
of  legal  documents  your'  par'- 
ents  should  have  in  place 
long  before  they  actually 
need  them.  These  documents 


able  to  manage  their  affairs, 
you'll  be  able  to  free  up  cash 
and  write  checks,  even  if 
your  name  isn't  on  all  the  ac- 
counts. And  as  long  as  they 
r-emain  healthy,  if  they  tr'avel, 
you'll  be  able  to  over"see  their 
finances  while  they  ar-e  away. 

Powers  of  attorney  have 
gotten  mor'e  flexible  in  r'ecent 
year's,  says  Howar'd  Gladston, 
head  of  triists  and  estates  for 
the  New  York  law  firm  Ballon 
Stoll  Bader  &  Nadler'.  Your 
parents  can  choose  to  grant 


"A  lot  of  elderly  get 
intimidated  and 
start  paying  bills 
they  shouldn't" 


will  make  it  much  easier  for 
you  to  manage  things  if  a 
parent  becomes  incapacitat- 
ed. A  durable  power  of  at- 
tor'ney  per-mits  you  to  make 
all  financial  decisions,  includ- 
ing managing  their  banking, 
real  estate,  and  investments. 
This  doesn't  limit  parents' 
abihty  to  make  transactions 
and  they  can  r'evoke  it  at  any 
time,  so  it  doesn't  give  you 
control  over  their  spending. 
But  if  they  are  suddenly  un- 


you  the  power'  only  for  specif- 
ic accounts  or  transactions. 
They  could  also  create  a 
"spr-inging"  power  of  attor-ney 
that  goes  into  effect  on  a  cer- 
tain date  or  following  a  specif- 
ic event.  Knowing  this  may 
make  them  more  willing  to 
have  the  docimient  dr-awn  up. 

A  health-care  proxy,  also 
l<nown  as  a  health-car'e  power 
of  attorney,  allows  you  to 
make  medical  decisions  for 
you  ■  parents  and  errsures  that 


m 


you  know  their  wish 
for  treatment  if  they  a 
sick  or  in  an  accident.  M 
living  will  specifies  wY 
kind  of  heroic  measui 
should  be  taken  to  ke 
youi'  par-ents  alive  if  th 
sUp  into  a  coma  and  or 
fines  bur-ial  plans.  Att( 
neys  will  often  put  1 
gether  a  package  of  the 
documents  (durable  po 
er'  of  attorney,  health-c{ 
pr'o.xy,  and  living  wiU) 
a  fee"  of  $100  to  $;300,  (i;; 
pending  on  the  lawj 
and  the  part  of  the  coi 
tr-y.  Without  these  re 
tively  simple  arranj  4'^^, 
ments,  you  might  have 
go  through  a  costly  a  ^' 
upsetting  court  proc< 
to  be  named  guardi 
if  your  par-ents  beca: 
incompetent. 
UVING  TRUSTS.  Trusts  can 
a  useful  tool  in  many  sit 
tions  but  are  consideral 
more  complex  and  can  be 
pensive  to  draft.  If  your  p 
ents  haven't  done  so 
should  all  meet  together  w 
an  estate  planner  who 
explain  various  options.  L 
insurance  trusts  can  pro 
you  with  cash  to  cover 
tate  taxes.  Or  if  avoid 
probate  is  the  goal,  "liv| 
tr'usts"  may  be  useful, 
common  trust  specifies 
the  parents  receive  inco: 
while  the  principal  goes| 
heirs.  Some  trusts  allow 
to  be  removed  only  at 
discr'etion  of  the  trus 
which  is  one  way  you  c> 
limit  the  amount  your 
ents  spend.  Essentially 
trust  can  be  written  to 
complish  almost  any  g' 
But  since  it  is  your  pare: 
money,    they  dictate 
terms.  You  can  only  m: 
suggestions. 

More  than  any  trust 
rangement  or  legal  docum 
the  best  way  to  keep 
parents  out  of  financial  troi 
is  to  have  an  open  and  hoi 
relationship.  That  may  m 
having  uncomfortable  dis- 
sions  about  money  ear 
than  seems  necessar-y.  Bi 
you  wait  too  long,  you 
lose  the  chance  to  help  tl 
help  themselves.  Army  S\ 
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lEXICAN  STOCKS 
}R  STEEL  STOMACHS 


ixico's  stock  mar- 
t,  once  the  darling 
Wall  Street,  is  not  a 
3tty  sight.  Buffeted 

devaluation  and  now  by 
ending  recession,  the  mar- 
is down  almost  26%  in  pe- 
and  31%  in  dollars  this 
r.  Stocks  are  trading  at 
3ls  not  seen  since  Sep- 
iber,  1993,  before  the 
*th  American  Free  Ti'ade 
•eement  was  passed.  But 
!stors  willing  to  gamble  on 
■;ico's  long-term  growth 


But  in  a  country  with  fewer 
than  nine  lines  pei'  100  people, 
there's  still  sti'ong  growth  po- 
tential. "People  will  recogTiize 
those  fundamentals  over  the 
long  teim,"  says  C.  Thomas 
Tull,  CEO  of  Gulfstream  Glo- 
bal Investors  in  Dallas. 

Another  blue  chip  that 
many  analysts  like  is  retailer 
Cifra,  Mexico's  lai'gest.  With 
no  debt,  a  joint  venture  with 
Wal-Mart  Stores,  and  strong 
management,  Cift'a  is  poised 
to  weather  an  expected  shaip 
cb'op  in  consimier  demand  and 
should  jiick  up  market  share 


sider  particularly  enticing  is 
Fomento  Economico  Mexica- 
no,  widely  known  as  Femsa,  a 
brewei'  and  soft-drink  bottler 
that  is  trading  at  70%-  of  its 
book  value  in  dollars.  Mexico 
is  the  world's  No.  2  soft-drink 
market,  and  hard  economic 
times  won't  squash  the  local 
habit  of  guzzling  Coke  at 
lunch.  Femsa  also  controls 
about  half  of  Mexico's  beer 
market  and 
boasts  growing 
exports  of  brands  such  as  Dos 
Equis  and  Tecate  to  the  U.  S. 

Another  popular  strategy 
is  to  buy  the  pricey  shares  of 
exporters,  expected  to  surge 
thanks  to  the  weaker  peso. 
Exporters  "may  not  necessar- 
ily have  fallen  in  price,  but 
good  stuff  is  still  good  stuff," 
says  Alexander  Anderson,  re- 


SMART  MONEY 


short-term  jx  :-  >■■':  'nominated 
treasury  certii'.  called 
Cetes  that  yield  ^  h  as 

50%',  along  with  a  hn,./  .  in- 
strument to  compensaic 
cun-ency  risks.  Tesobonos,  ql 
lar-indexed  insti-uments  now 
yielding  about  17%,  have  their 
advocates,  too.  'Tesobono  rates 
are  so  generous  they  compen- 
sate for  the  ample  risks  that 
exist,"  says  Lawrence  Krohn, 
senior  econo- 
mist for  Latin 
America  at  Union  Bank  of 
Switzerland  in  New  York. 

Still,  most  brokerage  hous- 
es won't  buy  Mexican  govern- 
ment bonds  for  retail  custom- 
ers in  small  quantities.  At 
Vectormex,  Vector's  New 
York  subsidiary,  the  minimum 
pui-chase  for  bonds  is  .$100,000. 
So  the  easiest  wav  for  aver- 


SECURITY 


KIMBERLY-CLARK 
DE  MEXICO 


TELEFONOS 
DE  MEXICO 


Tiptoeing  Into  Mexico 

INVESTMENT  OUTLOOK 

Big  Mexican  retailer  has  no  debt  and  good  management. 
Expansion  may  compensate  for  falling  demand. 

This  producer  of  soft  drinks  and  beers  considered  underpriced. 
Also  has  export  growth  potential. 

This  producer  of  tortilla  flour  and  tortilla  snacks  should 
benefit  from  increasing  consumption  of  its  staples. 

This  highly  diversified  conglomerate  is  controlled  by  billionaire 
Carlos  Slim,  a  master  at  survival  in  tough  times. 

This  paper-products  market  leader  boasts  strong  manage- 
ment and  consistent  earnings. 


Many  believe  the  market  has  exaggerated  the  risks  of  coming 
competition  for  this  telecommunications  giant.  Lots  of  long- 
term  growth  potential  in  phone-starved  Mexico. 

*Per  share  in  dollars,  translated  from  pesos  as  of  2/21/95  '"Per  U.S.-traded  ADR,  priced  in  dollars  DATA:  BUSINESS  WEEK,  BLOOMBERG  BUSINESS  NEWS 


RECENT  PRICE* 

$1.07 
$1.84** 
$13.50 
$4.90 
$9.05 
$30.63** 


mtial  may  find  a  few  bar- 
is  in  the  wreckage — pro- 
id  they  have  a  strong 
aach  for  risk  and  the  pa- 
ce to  wait  out  the  worst. 
9AMENTALS.  One  strategy 

0  stick  with  blue  chips, 
ing  for  companies  with 
ng  management  and  Hmit- 
3reign-cun'ency  debt  expo- 

At  the  top  of  most  lists 
'elefonos  de  Mexico,  the 
3hone  monopoly  known  as 
nex,  which  was  falling 

1  before  the  devaluation 
sars  it  would  lose  market 
e  once  long-distance  com- 
ion  opens  up  next  year. 


from  competitors  who  can't 
match  its  efficiency.  Analysts 
are  also  eyeing  Cementos 
Mexicanos,  known  as  Cemex, 
whose  43.5%  ch-op  in  the  value 
of  its  global  depository  re- 
ceipts tMs  yeai'  is  thought  suf- 
ficient to  compensate  for  the 
risk  of  more  than  $3  biUion  m 
foreign  debt.  Indeed,  some  an- 
alysts argaie  blue  chips  are 
bottoming  out.  "If  you  look  at 
Telmex  and  Cemex — are  thej'- 
going  to  go  down  any  more?" 
asks  Geoffrey  E.J.  Dennis, 
managing  directoi'  at  Bear 
Steams  &  Co.  in  New  York. 
One  stock  many  pros  con- 


seai'ch  director  at  Abaco  Casa 
de  Bolsa  in  Mexico  City.  He 
favors  steelmaker  Gmpo  Alfa 
and  cement  companies  that 
sell  abroad,  including  Cemex 
and  Cementos  de  Cliihuahua. 

But  even  these  bolsa  bar- 
gains aren't  enough  to  per- 
suade some  analysts,  as  inter- 
est rates  climb  and  further 
darken  earnings  prospects. 
'We  tliink  in  the  short  term 
that  the  money  market  is 
more  attractive,"  says  Luis  de 
Urquijo,  directoi'  of  reseai'ch 
at  '.'ector  Casa  de  Bolsa  in 
Me-xico  City.  For  non-Mexi- 
co;) is,  he  recommends  buying 


age  investors  to  tap  those 
rates  is  still  through  an 
emerging-markets  fimd. 

Whether  investors  pick 
fixed  income  or  equity  buys, 
analysts  warn  that  Me.xican  fi- 
nancial markets  could  be  tu- 
multuous until  the  peso  stabi- 
lizes and  the  economy  shows 
signs  of  recoveiy.  That  could 
take  most  of  this  year— at  the 
least.  "So  much  depends  on 
psychology,"  says  VBi^'  Rrohn. 
These  days,  Mexico  is  only  for 
investors  who  can  look  past 
the  anxiety  of  the  moment — 
and  very,  very  far  into  the 
future.       Elisabeth  Malkin 
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FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


i5usinessweeK 


M  A  R  K  E  T  P  L  A  C  E 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL60E11 


Telecommunications/Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

f\  I  (t/lftC  Prog"""""*"* 
Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

1212BoylslonSl.  #120 
Cheslnul  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


•  Phones  •  Pagers 

•  Accessories 

•  Highest  Quality 

•  Widest  Selection 

•  Lowest  Prices 
Call  For  a  Catalog 
1-800-822- WORKS  (9675) 

Cellular  One 

•  Proven  leader  in  cellular  communicalions 

•  First  witri  true  digital  service 

•  Alfordable.  flexible  service  plans 

CELLULARONB 


CEUULAR  EXTENSIONS 


Now  you  can  legally  clone  your  phone 
using  a  PC  &  our  software  package' 
Software  includes  many  other  useful 
utilities   SASE  tor  free  catalog 


Corporate  Gifts 


Build  Your  Image! 


And  build  your  business! 


CHOOSE  FROM 
HUNDREDS 
OF  ITEMS 


I  CALL  NOW 
,  FOR  FREE 
11  \  CATALOG 


1-800-792-2277 


Fax  510-786-1111  Attn:  Mr,  Burton 

THE  CORPORATE  CHOICE 


ESN  READER  ^400  | 

G2/AMPS(noiocn...^600  # 

CElilUR  MASTERS  1805)486-0867 


Computer  Equipment 


HEWLETT-PACKARD 
Buy-S«lf-Trad» 

LaserJet  ColorPro 
DesKJet  Dralt  Pro 

RuggodWnier  DratVMasler 
Eleclrosiallc  PtoHers  DesignJet 
HP  901X1  Workstations  and  Vectras  also  available. 
Ted  Dasher  &  Associates 

4117  Second  Ave  .  S.  BImiingriam.  AL  35?22 
Phone  20V591-4747  Fai:  20V591-11(M 
80(V«3S^tS33 


Computer  Services 


TURN  YOUR  SIGNATURE 
AND  COMPANY  LOGO  INTO 
ANY  SIZE  FONT  INSTANTLY! 


I'Or  Windows  I'C  oi  MAC 
also 

Imaging  &  Networking  Specialists 

FOR  INFORMATION 
Phone:  213/250-8901 
Fax:  213/250-8252 


Office  Supplies/Equipment 


America's  Lowest  Priced 

Office  Supplies  Direct  to  You  '  '~(lmp^' 


Mulli-Puipose  * 
While  UOUIO 

r»imt  ^^^^ 

Correction    •  ■ 
Fluid       I  I 


Sold  hy  DZ 
#56301 

77Cka 


\en)X  Multi-luiiclion 
Printer/FaxyCopier 

M Scanning  & 
Ft  Fax 
•  Capalik 

#3002  yyo  KA 


545  Full  Strip 
I  <-.  >  Stapler 
1-^--^  .Black 


#54501 


3M 

Posl-it''' 
Note  Pads 

•  3"  \  3" 

•  YtUow 

•  Sold  l)v  DZ 


#654\A\ 


47Ci 


You  simply  won't  find  lower  prices  nil  brand  name  office  supplies  tlian  at  Wholesale 
Supply  Company.  Over  9,700  differenl  items,  same-day  shipping,  ;ind  all  at  prices  you 
have  to  see  to  believe.  We  guarantee  it. ..or  y/c  back  on  your  purchase!  Call  lor  details 
and  your  free  catalog.  1.800-962-9162 


Automotive 


ATTENTION  AUTO 
PARTS  WHOLESALERS!! 

Introducing  an  attractive,  luxury  car 
shield  that  looks  great  while 
effectively  blocking  the  sun.  Prevents 
intenor  heat  buildup.  Always  return  to 
a  cool,  comfortable  car.  $7.15/set, 
minimum  order  100  sets.  For 
information  or  to  order  contact: 
John  Cai,  Sales  Manager 
King  Hope,  P.R.  China 
Tel:  86  (755)  330-4359 
Fax:  86(755)330-4462 


Direct  IVIarlceting/Mailing  Lists 


SALES  LEADS  &  MAILING  LISTS 


•  10  Million  Businesses 

•  90  Million  Households 
"Never  Pay  Retail  Prices  For  Mailing  Lists" 

Wholesale  List  Marketing 
1-800/800-5940 

P.O.  Box  24151 
Omaha,  NE  68124 


Computer  Software 


PRINT  YOUR  OWN  BUSINESS  CARDS, 
POST  CARDS,  ANNOUNCEMENTS. 
FREE  Windows  software  with  purchase 
of  laser  micro-perfed  paper  at  discount 
prices.  Bar  codes.  POSTNET,  merge, 
graphics,  etc.  Send  $4.75  S&H  for  trial 
software  and  price  list: 

Informatik  Inc., 
PC  Box  868,  Devon,  PA  19333 
Tel  610.695.8644  Fax  610.640.0339 


irS  A  JUNGLE 
OUT  THERE! 


Get  your  own  way! 
Negotiator  Pro'" interactive  software 
helps  you  master  any  negotiation. 

Cill  loi  FREE 
onn  AAQ  9ono   Mie' Negolntion  Tips  & 
tSUU-44O-JOU0  ,„ie„s  cy  nn  PC  World. 

WSJ  foibes  PC  Magazine 
$189  /  so-Day  Unconditional  Guarantee! 


Negotiator  Pro  Company  ■  Brookline,  MA' 


Menswear/Fastiion 


MEN^S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellent  variety,  styling  and  quality 
Send  for  FBEE 
CATALOG 


HITCHCOCK  SHOES.  INC 

Depl.  SSC  lliMtiliani,  M.\  (>2()4.^ 


Education/Instruction 


Become  A  Professionally^ 
Licensed  Commodity  Brokel 


Earn  Up  To  $100K  Or  Mud 
More.  Small  Start-up  Cost  )yvr 
No  Experience  Necessary 


Home/Office  O.K. 
1-800/301-7767 


St£ 


[ocess 
Claim 

(cellen: 
li 


EARN  YOUR  COLLEGE  DEGREE  AT  HOIj 


UNI  VERSn 


•  B.S  8  M,B  A.  In  Business 

•  B.S,  in  Environmenial  Studies 

•  M.S  in  Management/ 
Environmental  Studies 

•  Approved  lor  tuition 
reimbursement  by  major  companies. 

For  a  free  catalogue  call  1 -800-767-011/ 


ACCREDfTED  MEMt 


fGRAJI 

MP  6' 

cat 

(ctew. 


University  Degree 


Approved  Self  Paced  Home  Sta 
Associate  Bachelors  Masters  Ooct 

Business  Admin.  Public  Admin,  He 
Care  Admin.  Human  Resources.  Finar 
nternational  Business,  Tech  l^^gmt.  L 
Paralegal.  Psychology,  Call  (or  broch 
(800)477-2254(24  hrs) 
Southern  CalKomla  UnlversKy 
for  Professional  Studies 
1840  E,  17  St-BW.  Santa  Ana,  CA  92 


nFil 
sper 


Education/Instruction 


BACHELOR,  MASTER,  DOCTOF 

EARN  A  DEGREE  Use  your  past  experiei 
credit  toward  your  degree  No  classes,  sei 
or  on-campus  attendance  Studies  build 
your  experience  Sell-paced  •  Send  R' 
For  No  Cost  Eval 
800-240-6 

,  6400  Uptown  Bli 
ty'  Suile 

!■'  c 

Albuquerque.  New  Mexico  871 10 


i:yarn  voul  no, classroom,  full^ -accredited  ijeqreE  I 

^ '  L)SNY/f^f  i^enr,,  f.o\li-m'  in  Business,  Liberal  Arts, 
Mil!,, ML]  ,      ",'  ,,',',,tuilv  retined  Study  proi 

FOR  ftiei  iNfORHinTioH  OR  A  ra^wscctf'.jk 
ivmuATioN,  cm  BRminrooni/  a^^^ 


^.i.lKilk  W  i7;i:-l>00ti 
ill' 


/I   -  ■■        ,  ,<ixmP'^ 

.,,„„,.  s  I.S00-737-222Z  ! 


EXTERNAL  DEGREE 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work  /life  exp,  •  Accred 
(800)  444-8569  (24  hrs.) 

LaSalle  Universit\ 

I  Dept.  569  Mandeville,  LA  70470-4 


lI!0\A 


Sedoo! 
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FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVI  NIJE,  SUITE  2010 
CHICAGO.  lieuB  ; 


Business  Opportunities 


EDICAL  BILLING 


start  Your 
Dwn  Business 

'rocess  Health  Insurance 
ClaimE  Electronically. 
Mo  experience  required, 
ccellent  income  potential. 
Investment 
$3,495-$7,995 


SOO-697-1569  ext.  225 


JIONAL  CLAIMS  SERVICE^ 


CABLE  T.V. 
3GRAMMING  LICENSES 

ve  you  ever  wanted  to  own  a 

cable  channel? 
(elusive,  Lucrative.  Exciting, 
Prestigious.  Available  Now! 
25K  to  50K  required. 
Serious  inquiries  only. 
Call  1-800/267-6702 


in  Financial 
ependence  By 
ng  Inside  Secrets 
Help  Companies 
EBusiness  Loans 

3uis)  Every  day,  business  loans 
mea  down  because  borrowers 
didn't  approach  the  right  lender 
rly  communicate  their'strengths. 
;r  the  S&K  Group,  part  of  an 
ative  CPA  firm  which  for  20 
has  helped  clients  fund  their 
with  pnenomenal  success, 
s  "inside"  secrets  have  given 
ui  almost  unfair  advantage,  at- 
ig  funds  for  their  clients  like  a 
5t,  receiving  a  substantial  fee 
ime  they  succeed. 
S&K  Group  is  now  training 
ates  to  offer  this  same  service 
■  own  market  areas  to  clients  who 
Deen  knocking  on  the  wrong 
—and  who  have  been  making 
ppeals  without  adequate  clmty, 
siveness,  or  professioiiaiisni, 
ddition  to  capital  acquisition 
S&K  associates  learn  how  to 
xpense  reduction  counsel.  Fo- 
;  on  specific  overhead  areas, 
ates  receive  half  of  the  first 
savings  plus  half  of  all  re- 
they  uncover  Again,  their  fee 
tingent  on  results. 
1  fees  tyoically  ranging  from 
)0  to  $50,000  or  more  on  a 
case,  just  one  client  each 
i  can  generate  a  six-figure  in- 
This  consultant  business  re- 
little  more  than  a  personal 
Iter,  fax,  and  phone, 
oximately  $  1 2,000  is  needed 
Jtup.  To  request  full  details, 
100)  660-0330,  toll-free. 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFORrMTION  on  Offshore  Asset 
Protection  Strategies,  Offstiore  Trusts, 
International  Business  Corporations, 
International  Banking  and  Investing,  Dual 
Citizensfiips  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offshore 
Consulting,  Call  FFC.  Inc  ,  1-800/633-2462, 
(FFC,  Inc  .  IS  NOT  a  legal,  accounting  or  financial 
planning  firm,  and  does  not  give  ttiis  type  ol  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19,850  academic  topics  available' 

Send  $2,00  for  the  290-page  catalog. 

Custom-written  reportsalso  available. 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave,,  i«'206BF, 
Los  Angeles,  CA  90025 

Toll  Free  Hotline:  800-351-0222 
(California  310-477-8226) 


How  To  Get 
Profit$  From 
Your  Plant 
Maintenance 

CSI  can  show  you  how  to 
boost  your  plant  profits. 

CSFs  Reliability-Ba,sed 
Maintenance™  strategy 
.saved  cu.stomers  $125 
million  last  year  alone. 

For  FREE  information: 
(800)  675-8033,  exf202 

or  fax  us  toll  free  at 

(800)  675-8066. 


rhori'^sifig  the  way 
fhp  i\''?rid  performs 
rriointeriance 


835  Innovation  Dr.  •  KNOxvitiE,  TM  37932 


Business  Opportunities 


CBS!  4H6  Ompute 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


1 


Corporate  Gifts 


Travel/Golf 


1995  Maui  Golf  Guide 


Portable  Software  Travel  Guide 


1^ 


•  Mullimedia  l4-cou5e  lour 

•  Expert  Hole-By-Hole  Strategy 

•  Full  Color  Photos  of  Best  Holes 

•  3'';"  Oiskelies-  No  CD-ROM  Required 
■MS-Windows  or  Mac 


529  95 
3-580-5050 


IPRKISMM 
IGWMS 


FREE  AIRLINE  TICKETS 

FLY  ONCE- EARN  TWICEi  JOIN 
TRAVEL  NETWORK'S  FREQUENT 
FLYER  PROGRAM  /  300+  locations 
$1  BILLION  SALES 

CALL  1-800-222-2220 


Investment  Services 


Growling  bear 
eating  your 
investments? 

Protect  yourself.  Read 
the  Agressiue  Investor 

Three  months  $  55 
One  year  $  195 
The  Agressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Consumer  Electronics 


Amazing  3D  Surround  Sound  From  Only  Two  Speakers 


Introducing  the  award-winning 
Vivid  JD  Studio™ 

For  use  with  stereos,  TVs,  VCRs,  Satellite 
TVs,  PC  sound  cards  and  games 
Premium  srsCW*  3D  sound 
Easy  instalution-No  software  required 
Includes  powerful  built-in  35  wah  amplifier 


You  Won't  Believe  Your  Ears! 

By  far  the  kit  M) 

results  I've 
karii....yi)Hr  audit) 
world  opens  up 

ipatinlly. " 
— '  Maijazine 


REALITY" 


Cau  For  a  Duler  Near  You 


1-800-501-8086 


business  Week  Index 


lODUCTION  AND  LEADING  INDEXES 


:hange  from  last  week    0  1%  Change  from  last  week;  0.2% 


_i  •  .  1  .  .  ■  ■  .  ■  ■  ■  ■-  220 

Feb.  May  Sept.  Jan. 

1994  1994  1994  1995 

idexes  are  4-week  moving  averages 

production  index  was  nearly  unchanged  during  the  week  ended  Feb.  11. 

before  calculation  of  the  four-week  moving  average,  the  index  fell  to 
).9,  from  124.3.  Declines  in  most  of  the  seasonally  adjusted  output  num- 
i  offset  a  jump  in  the  production  of  electric  power. 

leading  index  rose  in  the  latest  week,  but  the  unaveraged  index  was  little 
nged  at  255.5,  from  255.8.  Slower  growth  in  materials  prices  offset  posi- 

signs  elsewhere. 

iroduclion  index  copyright  1994  by  McGraw-Hill  Inc  BW  leading  index  copyright  1994  by  CIBCP 


PRODUCTION  INDICATORS 

1 ATCCT 

''EARLY 

WEEK 

At. 

STEEL  (2/18)  thous.  of  net  tons 

2,030 

1.956# 

■ 

AUTOS  (2/18)  units 

148,864 

145,044r# 

3.4 

TRUCKS  (2/18)  units 

116,868 

118,333r# 

-3.1 

ELECTRIC  POWER  (2/18)  millions  of  kilow/att-hrs 

NA 

65,339# 

NA 

CRUDE-OIL  REFINING  (2/18)  thous.  of  bbi./day 

NA 

13,413# 

NA 

COAL  (2/11)  thous.  of  net  tons 

20,401# 

22,049 

1.6 

PAPERBOARD  (2/1 1)  thous.  of  tons 

915. 0# 

927.8r 

5.4 

PAPER  (2/11)  thous.  of  tons 

840.0# 

835. Or 

0.8 

LUMBER  (2/11)  millions  of  ft. 

457. 7# 

452.0 

-2.2 

RAIL  FREIGHT  (2/1 1)  billions  of  ton-miles 

23. 3# 

24.4 

8.4 

Sources:  American  Iron  &  Steel  Institute.  Ward's  Automotive  Reports.  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept..  American  Forest  &  Paper 

Association,  WWPA\  SFPA-.  Association  of  American  Railroads 


L\DING  INDICATORS 


)CK  PRICES  (2/17)  s&p  500 

LATEST 
WEEK 

483.19 

WEEK 
AGO 

480.96 

YEARLY 
%CHG 

2.7 

ftPORATE  BOND  YIELD.  Aaa  (2/17) 

8.26% 

8.28%  17.0 

USTRIAL  MATERIALS  PRICES  (2/17) 

112.2 

112. 4r 

14.0 

SINESS  FAILURES  (2/10) 

NA 

276 

NA 

IL  ESTATE  LOANS  (2/8)  biiNons 

$466.1 

$466.0r 

9.7 

NET  SUPPLY.  M2  (2/6)  b  ii  ons 

$3,595.2  $3,589.5r 

1.9 

TIAL  CLAIMS,  UNEMPLOYMENT  (2/4)  thous 

318 

326 

-13.1 

roes:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
'5,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
5rge  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ness  failures  and  real  estate  loans. 

TEREST  RATES 

lERAL  FUNDS  (2/21) 

LATEST 
WEEK 

5.99% 

WEEK 
AGO 

5.82% 

YEAR 
AGO 

3.25% 

NMERCIAL  PAPER  (2/21)  3-month 

6.14 

6.19 

3.63 

ITIFICATES  OF  DEPOSIT  (2/22)  3  month 

6.13 

6.14 

3.57 

ED  MORTGAGE  (2/17)  30  year 

9.04 

9.04 

7.25 

lUSTABLE  MORTGAGE  (2/17)  one  year 

6.80 

6.73 

4.32 

ME  (2/22) 

9.00 

9.00 

5.00 

rces:   Federal  Reserve,  HSH  Associates,  Reuters 

Holdings  PLC 

PRICES 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (2/22)  $/troy  oz. 

379.200 

376.600 

-0.2 

STEEL  SCRAP  (2/21)  #1  heavy,  $/ton 

142.50 

144.00 

2.2 

COPPER  (2/18)  c/lb. 

139.4 

136.7 

54.4 

ALUMINUM  (2/18)  (z/ib 

91.5 

95.5 

51.2 

COTTON  (2/18)  strict  low  midijlmg  1-1/16  in.. 

e/lb.  91.36 

87.86 

26.4 

OIL  (2/21)  $/bbl. 

18.86 

18.42 

32.4 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX 

market.  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (2/22) 

97.00 

98.43 

104.95 

GERMAN  MARK  (2/22) 

1.47 

1.51 

1.72 

BRITISH  POUND  (2/22) 

1.59 

1.56 

1.48 

FRENCH  FRANC  (2/22) 

5.14 

5.24 

5.84 

ITALIAN  LIRA  (2/22) 

1622.5 

1606.6 

1685.0 

CANADIAN  DOLLAR  (2/22) 

1.40 

1.40 

1.35 

MEXICAN  PESO  (2/22)^ 

5,775 

5.945 

3.230 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U  S.  dollar, 
except  tor  British  pound  in  dollars 


n  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
pment.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


SUMER  CONFIDENCE 

day,  Feb.  28,  10  a.m.  ►  The  Confer- 
Board's  index  of  consumer  confidence 
ably  fell  to  101  in  February  from 
1  in  January.  That's  the  median  fore- 
of  economists  surveyed  by  mms  Inter- 
nal, a  division  of  McGraw-Hill  Inc. 

SS  DOMESTIC  PRODUCT 

nesday.  Mar.  1,  8:30  a.m.  ►  The  mms 
!y  projects  that  the  Commerce  Dept.'s 
revisions  to  the  fourth-quarter  economy 
>hovi/  no  change  in  the  annual  rate  of 
th  for  real  gdp,  already  reported  as 
J.  However,  the  mix  will  change:  A 
ler  trade  gap  likely  offset  slower  inven- 
accumulation  at  yearend. 


CONSTRUCTION  SPENDING 

Wednesday,  Mar.  1,  10  a.m.  ►  Outlays  for 
building  projects  likely  fell  0.2%  in  Janu- 
ary, after  a  steep  1.1%  jump  in  December. 

NAPM  SURVEY 

Wednesday.  Mar.  1,  10  a.m.  ►  The  Nation- 
al Association  of  Purchasing  Management's 
index  probably  slipped  slightly  in  February 
to  57%  from  57.9%  in  January. 

PERSONAL  INCOME 

Thursday,  Mar.  2.  8:30  a.  rn.  Personal 
income  probably  increased  0.8%  m  Janu- 
ary, the  same  solid  advanc':  posted  in 
December.  Consumer  sp;  iding  likely  rose 
0.3%,  also  the  same  g;  n  as  in  December. 


That  means  the  softer  pace  for  buying  evi- 
dent at  yearend  carried  into  1995. 

NEW  HOME  SALES 

Thursday,  Mar.  2,  10  a.m.  ►  Homes  prob- 
ably sold  at  an  annual  rate  of  624,000  in 
January,  down  from  637,000  in  December. 

LEADING  INDICATORS 

Friday,  Mar.  3,  8:30  a.m.  ►  The  govern- 
ment's composite  index  of  leading  indica- 
tors likely  fell  0.1%  in  January. 

FACTORY  INVENTORIES 

Friday,  Mar.  3,  10  a.m.  ^  Factory  invento- 
ries likely  rose  by  0.3%  in  January,  the 
same  increase  as  in  December. 
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WhaddyaSayTo 
A  Guy  Who's  Had 
The  Same  Job 
For  50  Years, 
Has  Never  Called 

In  Sick  Or 
Showed  Up  Late, 
Never  Taken  A 
Vacation  Or  A 
Holiday,  Never 
Asked  For  A 
Raise  Or  Griped 
About  His  Bonus 
And,  Believe  It  Or 
Not,  Has  No 
Plans  For 
Retirement? 


Thanks. 


Remember  ■  on\)  you  can  prevenl  forest  fires. 


Index  to  Companies 

This  index  gives  the  starting'  page  for  a  story  or 
ea  ure  w  th  a  significant  reference  to  a  company. 
S  suSianes  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  mcluded. 


Independence  Investment 
Associates  70 
Indigo  88 

Infogrames  Entertainment  48 
Inteco  48 
Intel  18,76 
Interop  76 
Intuit  6 


I'aidUlglll  VJcuHi'J-"^"'  

Personal  Computer  Assets 
Management  Institute  73 
Philips  76 
Polaroid  12 
Polygram  48 
Poppe  und  Sohn  50 

R 


AbacoCasa  de  Bolsa  121 
Acer  76 

Advanced  Micro  Devices  84 
AirTouch  Communications  36 
AirTouch  International  51 
Alcatel  84 

Alhanz  Life  Insurance  96 
Allstate  Insurance  98 
Aluminum  Co.  of  America  44 
American  Express  90 
America  Online  76 
Amentech  70,  84 
Anheuser-Busch  40 
Apple  Computer  44, 48,  98 
Argus  Research  100 
Arthur  D.  Little  Mexicana  32 
AT&T  35,  49,  54,  70,  76,  84. 
98 

AT&T  Bell  Laboratories  54,  76 
Atlanta  Braves  40 
Audi  44 


Creative  Care 
Consultants  118 
CSC  Index  18 


Daimler  Benz  96 
DDI  51 

Dean  Witter  Reynolds  26 
Dell  Computer  73,  76 
Delta  Air  Lines  40 
Deutsche  Bank  Securities  26 
Deutsche  Telekom  48 
Digital  Equipment  76,  98 

Discreet 
Monsters/MacGuffin  48 

Dorling  Kindersley  48 

D.  Patrick  Motoplex  36 
I  DreamWorks  38 

DSP  Telecom  88 
I  Dun  &  Bradstreet  98 

Durango  &  Silverton  Narrow 
Gauge  Railroad  8 


J.C.  Penney  66 
Jefferies  68 

J,M,  Lafferty  Associates  70 
Josephthal  Lyons  &  Ross  96 
j.P  Morgan  86 


RAM  Research  & 
Publishing  92 
RCA  76 
Ricoh  76 


KBLCOM  68 

Kemper  Financial  Services  30 
Kemper  Securities  19 
KeyCorp  118 
Kidder  Peabody  98 
Kraft  General  Foods  12 


B  

Ballon  Stoll  Bader  & 

Nadler  118 
Bank  Hapoalim  88 
Bank  Julius  Baer  86 
Bank  of  Boston  44 
Bank  of  Tokyo  51 
Bankers  Trust  38,  86 
Battelle  Technology 
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Bay  Networks  84 

Bear  Stearns  98,  121 

Belk  Store  Services  66 

Bell  Atlantic  38,  70 

BellSouth  36,  70 
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BMW  48 

Borneo  Co,  51 

Boston  Consulting  Group  76 
Brinson  Partners  86 
British 
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Levi  Strauss  66 
Life  USA  Holding  96 
LodgeNet  Entertainment  68 
Lotus  Development  19 
LSI  Logic  76 
Lufthansa  48 

M   


Eastman  Kodak  54,  76 
ECl  Telecom  88 
Elamex  32 

Electronic  Data  Systems  68 

Ell  Lilly  73 

Emerson  Electric  70 
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Energy  Research  96 

Equitable  Life  Assurance  73 

Euro  Disney  12 


Cabletron  Systems  76,  84 
Canon  76 

CAP  Gemini  Sogeti  48 
Capital  Cities/ABC  38 
Carson  Pine  Scott  66 
Cascade  Communications  84 
CBS  8 

C-Cube  Microsystems  76 
CellStar  36 

Cementos  de  Chihuahua  121 
Cementos  Mexicanos  121 
Chase  Manhattan  92 
Chemical  Bank  38 
Cheung  Kong  Holdings  53 
Chill's  51 

Chrysler  36,  73,  98 
Cifra  121 
Cigna  73 
Cirrus  Logic  76 
Cisco  Systems  76,  84 
Citibank  92 
C  J.  Lawrence  33 
Claims  Security  of 

America  118 
Coca-Cola  40 

Comdisco  73 

Compaq  Computer  73,  76 

Computer  Associates 
International  76 

CompuTower  Technologies  8 

Comsat  68 

ComStream  84 

Cott  18 

Cox  Enterprises  70 
Cray  Research  58,  76 
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First  Chicago  92 
First  International 
Communications  35 
Fleet  Financial  Group  44 
Florida  Marlins  40 
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France  Telecom  49 
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Fuel  Tech  96 
Full  Film  51 
Fujitsu  84 


Mark  Twain  Bank  90 
Mars  44 

Martin  Marietta  32 
Massachusetts  Financial 
Services  90 
MasterCard  92 
Matsushita  38,  54,  76 
MBNA  92 
MCA  38 
McDonald's  51 
McGraw-Hill  125 
MCI  98 
McKinsey  86 
Mercedes-Benz  48 
Merrill  Lynch  118 
Metromedia  70 
MFS  Multimarket  Income 

Trust  Fund  90 
Microsoft  6,  19,  38,44,70, 

76,84 

Milwaukee  Brewers  40 
Miramax  Pictures  38 
MMS  International  125 
Molecular  Structure  58 
Montparnasse  Multimedia  48 
Moody's  Investors  Sen/ice  92 
Motorola  18,  36,  51 
MTV  97 
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Saatchi  &  Saatchi  44 
Salomon  Brothers  26,  98 
Samsung  38 
Sanford  C.  Bernstein  92 
Sanyo  Electric  76,  96 
Sara  Lee  66 

SBC  Communications  70  I 
Schaefer  Brothers  12 
Sears  98 

Sega  Enterprises  51 
I  S.G.  Warburg  70 
Sharp  76 

Shawmut  National  44 
Shougang  53 
Showtime  38 
Siemens  50,  76,  84 
Silicon  Graphics  38 
Societe  Generale  Asset 
Management  90 
Sonango  35 
Sony  54,  76 
Southwest  Airlines  18 
Southwestern  Bell  70 
SpectraVision  68 
SPl  Holding  68 
Sprint  49,  70 
Standard  &  Poor's  100 
Star  TV  76 
Swiss  Bank  86 
Synoptics 
Communications  76 
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Gartner  Group  73,  76 
GE  32,  98 

GE  Financial  Services  98 
General  DataComm  84 
Gilat  Satellite  Networks  88 
GM  36,  76,  98 
Goldman  Sachs  50,  86 
Grupo  Alfa  121 
Gulfstream  Global 
Investors  121 


Hambrecht  &  Quist  36 
Hanson  44 
Herdez  32 
Hewlett-Packard  73 
Hilton  Hotels  68 
Hitachi  76 
Home  Box  Office  38 
Hongkong  &  Shanghai 
Banking  51 
1  Hughes  Electronics  76 
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Naico  Chemical  96 
National  Semiconductor  76 
NatWesl  Securities  30 
NBA  97 
NEC  54 

Newbridge  Networks  84 
News  Corp.  76 
NeXT  Computer  44 
NFL  97 
Nikko  50 

Nine  West  Group  44 
Nintendo  76 
Northern  Electric  86 
Northern  Telecom  76,  84 
Novell  84 
NPD  Group  66 


Takata  36 

Telecom  Finland  84 
Telefonos  de  Mexico  70, 
Teleport  Communications| 
Group  76 

Telrad  _ 
Telecommunications  881 
Teva  Pharmaceutical  88  r 
Thomas  Cook  48 
Thomson  76 

Toshiba  76  , 
Tower  Semiconductors  81 
Toyota  36 
Trafalgar  House  86 
Turner  Broadcasting  40 
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Union  Bank  of 
Switzerland  86, 121 
U.S.  Industries  44 
U.S.  Shoe  44 
U  5  West  36,  70 


Vector  Casa  de  Bolsa  12| 
VF  66 
Visa  92 

VLSI  Technology  76 
VLSI  Vision  54 
VTR  Inversiones  70 
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IBM  8,12,19,32,48,73,76, 
84  98 
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O'Connor  Partnerships  86 
On  Command  Video  68 
Oppenheimer  70,  96 
Orchard  Parade  Holdings  51 
Organizacion  Mabe  32 


Pacific  Gas  &  Electric  96 
Pacific  Mediterranean 
Investments  88 
Pacific  Telesis  98 
Packard  Bell  19,76 


Wal-Mart  Stores  18,66, 
Walt  Disney  38,  70 
Wang  Laboratoi  les  76 
Warner  Bros.  Records  31 
WEFA  Group  30 
W.H-  Smith  48 
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Football  97 
Wywy  Group  51 


Yeo  Hiap  Seng  51 
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Feb. 16-22 


BONDS 

Feb.  Aug. 


Feb.    Feb. 16-22 


--  485.07  1550 


1-week  change 
+0.1% 


52-week  change 
-8.8% 


1  -week  change 
+0.2% 


1-week  change 

-1.2% 


\EKET  ANALYSIS. 


%  change 


STOCKS 

Latest 

Week 

S2-week 

JONES  INDUSTRIALS 

3973.1 

-0.3 

2.1 

ZE  COMPANIES  (S&P  MidCap  Index) 

177.7 

-0.7 

-1.6 

L  COMPANIES  (Russell  2000) 

253.9 

-1.4 

-4.1 

OMPANIES  (Russell  3000) 

277.1 

-0.2 

1.8 

%  change  (local  currency) 

EIGN  STOCKS 

Latest 

Week 

52-week 

ON  (FINANCIAL  TIMES  100) 

3019.5 

-1.8 

-9.6 

3  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 


18,106.7 
4121.1 


0.6 

-0.1 


-6.4 
-5.7 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

5.83% 

5.88% 

3.46% 

30-YEAR  TREASURY  BOND  YIELD 

7.54% 

7.56% 

6.65% 

S&P  500  DIVIDEND  YIELD 

2.68% 

2.68% 

2.47% 

S&P  500  PRICE/EARNINGS  RATIO 

16.3 

16.2 

21.3 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-(lay  moving  average 

461.2 

460.5 

Positive 

Stocks  above  200-day  moving  average 

53.0% 

53.0  %r 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.65 

0.61  r 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

0.75 

0.76 

Positive 

DtJSTRY  GROUPS 


R-WEEK  LEADERS 


%  change 
♦-week  52-week 


Strongest  stock  in  group 


BLOOMBERG  FINANCIAL  MARKETS 

%  change 
4-week       52-week  Price 


PER  CONTAINERS 

13.4 

16.1 

STONE  CONTAINER 

32.0 

44.8 

24V4 

STAURANTS 

12.0 

5.5 

MCDONALD'S 

13.3 

9.1 

33 

MEBUILDING 

11.0 

-34.8 

CENTEX 

12.6 

-35.1 

2554 

ECIALTY  PRINTING 

10.1 

-1.0 

JOHN  H.  HARLAND 

13.6 

-5.4 

22 

NANCiAL  SERVICES 

9.9 

3.8 

MBNA 

14.4 

25.0 

26^8 

R-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  S2-week 

Price 

ICHINE  TOOLS 

-5.6 

-22.1 

CINCINNATI  MILACRON 

-13.7 

-8.4 

20  V2 

EEL 

-5.4 

-11.8 

INLAND  STEEL  INDUSTRIES 

-8.4 

-13.9 

283/4 

:tals 

-5.0 

2.7 

INCO 

-8.8 

7.4 

27% 

ID  MINING 

-3.8 

-18.0 

SANTA  FE  PACIFIC  GOLD 

-10.4 

NA 

103/4 

UMINUM 

-3.6 

6.7 

ALCOA 

^.1 

5.9 

82% 

:JTUAL  FUNDS 

>ERS 

LAGGARDS 

week  total  return 

% 

Four-week  total  return 

% 

RKINS  OPPORTUNITY 

10.3 

MORGAN  STANLEY  LATIN  AMERICAN  A 

-16.2 

INVESTMENT  PACIFIC  BASIN  EQUITY 

9.4 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-15.9 

IRGAN  STANLEY  INSTL.  ASIAN  EQUITY 

9.1 

HERCULES  LATIN  AMERICAN  VALUE 

-14.7 

eek  total  return 

% 

52-week  total  return 

% 

)ELITY  SELECT  HEALTH  CARE 

28.5 

MONITREND  GOLD 

-52.8 

LIGMAN  COMMUNICATIONS  &  INFORM.  A 

28.4 

HERCULES  LATIN  AMERICAN  VALUE 

-48.6 

RKINS  OPPORTUNITY 

27.6 

TCW/DW  LATIN  AMERICAN  GROWTH 

-47.3 

MORNINGSTAR  INC 


I  S&P  500 


4-week  total  return 


Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS 


r  amounts  represent  the 
nt  value  of  $10,000 
ted  one  year  ago 
ch  portfolio 

jntages  indicate 
lay  total  returns 


DRI/McGRAW-HILL 


m 

Foreign  stocks 

$10,538 

-1-0.45% 


U.S.  stocks 

$10,537 

-hO.23% 


nil 


Money  market  fund 

$10,498 

-hO.25% 


Gold 

$9,992 

-hO.70% 


Treasury  bonds 

$9,460 

0.00% 


a  on  this  page  are  as  of  market  close  Wednesday,  Feb.  22.  1995,  unless  otherwise  indicat-  kti  close  Feb.  21.  Mutual  fund  returns  are  as  of  Feb.  17,  Relative  portfolios  are  valued  as  of  Feb. 
lustry  groups  include  S&P  500  companies  only,  performance  and  share  prices  are  as  of  mar-       ? !  A  more  detailed  explanation  of  this  page  is  available  on  request  r=revised  NA=Not  available 


BUSINESS  WEEK  /  MARCH  6,  1995  127 


jEditorials 


PROTECTIONISM  WON'T  PROTECT  US 


ust.  a  fevj  months  ago,  Mexico  was  being  held  up  as  a 
paragon  of  emerging  market  virtue.  It  had  done  every- 
thing right — privatizing  state-owned  companies,  opening  its 
capital  mai-kets  to  foreign  investors,  running  a  tight  iiscal  bud- 
get, and  pegging  the  peso  to  the  dollar  Democratic  and  Re- 
publican leaders  in  Washington,  big  business,  and  free-trade 
advocates  exerted  enormous  political  muscle  in  Congress  to 
pass  the  North  American  Free  Trade  Agi'eement,  the  crown- 
ing glory  of  Mexico's  liberalization. 

Today,  Mexico  is  in  economic  meltdown,  plunging  toward 
recession  after  a  calamitous  peso  devaluation.  In  Washington, 
isolationists  and  globalists  are  batthng  over  the  merits  of 
free  trade  and  why  American  taxpayers  should  provide  $20 
billion  to  bail  out  Mexico  when  government  programs  are  be- 
ing cut  back  home.  What  went  wrong? 

Tnath  is,  there  is  nothing  fundamentally  wrong  with  Mex- 
ico's real  economy  or  with  the  principles  of  free  trade.  The 
peso  crisis  is  a  political  crisis  caused  not  by  nafta  but  by  an 
Institutional  Revolutionary  Party  secretly  printing  money 
to  win  an  election  that  would  continue  its  one-party  domi- 
nance of  Mexico.  Despite  the  existence  of  what  was  sup- 
posed to  be  an  independent  central  bank,  statistics  on  the 
money  supply  and  hai'd-currency  reserves  were  treated  as 
state  secrets.  Markets  and  both  domestic  and  foreign  investors 
were  kept  in  the  dai'k  as  the  reserves  backing  an  overvalued 
peso  shriveled. 

If  there  was  a  failure  to  anticipate,  it  was  bom  of  political 
naivete.  Just  about  everybody,  from  multinationals  to  mutual- 
fund  managers,  misread  Mexico  because  they  ignored  the 
poUtics  of  emerging-market  countries.  America's  obsessive 
belief  in  the  very  real  benefits  of  economic  liberalization  led  to 
a  blindness  toward  political  problems.  We  cheered  while  Mex- 


ico and  other  developing  nations  such  as  China  moved  qui] 
ly  toward  First  World  open  economies.  We  chose  to  ign^ 
the  backwardness  of  their  corrupt  Third  World  polit 
systems. 

U.  S.  globalists  are  now  paying  the  price  for  naively  expi 
ing  too  much  too  fast.  It  took  centuries  for  Europe  to  m 
the  transition  from  feudalism  to  democratic  capitalism.  Ti 
nology  will  undoubtedly  speed  up  the  time  frame  in  tod 
emerging  economies.  But  setbacks  are  inevitable  as  the  enj 
globe,  for  the  first  time  in  history,  shifts  to  open  markets 
itics  will  prove  as  crucial  a  component  as  the  markets  th( 
selves,  and  the  two  may  not  progress  at  the  same  p; 
That  is  the  real  lesson  of  Mexico. 

For  the  U.  S.,  a  retreat  to  protectionism  would  be  a  di; 
ter.  The  U.  S.  economy  is  linked  to  the  engine  of  gk 
growth.  But  America — and  America's  taxpayers — cannot 
expected  to  finance  the  expansion  of  capitaUsm  around 
world  without  sharing  in  its  benefits.  The  U.  S.  cannot  be 
pected  to  export  jobs  and  income  forever.  It  cannot  be 
pected  to  keep  its  hugely  rich  domestic  market  wide  c 
while  China,  Japan,  Korea,  and  other  countries  keep  th 
relatively  closed. 

At  the  beginning  of  the  cold  war,  America  financed 
Marshall  Plan  that  kept  Europe  free  and  capitalist  becaus 
was  in  America's  self-interest.  In  the  post-cold- war  era, 
have  the  same  self-interest  in  promoting  free  trade  and  j 
markets.  Given  the  failure  of  government,  Wall  Street,  m 
nationals,  and  the  media  to  anticipate  the  debacle  in  Me: 
an  isolationist  backlash  against  Clinton's  rescue  packag 
understandable.  Nevertheless,  the  nativist  tide  that  is  ri 
in  Washington  i"uns  the  risk  of  pushing  the  economic  c 
back  to  the  1930s.  And  we  know  what  happened  then. 


IT'S  TIME  FOR  FAMILY  INCOME  TO  GROW 


Psst.  Want  the  secret  of  business  success?  It's  easy:  high 
productivity  and  low  inflation.  That's  the  overwhelming 
message  emanating  from  the  fourth-quaiter  earnings  reports 
of  900  companies  on  business  week's  Corporate  Scoreboard. 
Just  when  Wall  Street  feared  that  the  economic  party  was 
over  because  of  Federal  Reserve  monetary  tightening  in 
1994,  profits  leaped  71%  in  the  fourth  quarter.  For  the  entire 
year,  profits  were  up  41% — the  biggest  increase  since  busi- 
ness WEEK  began  compiling  data  in  1973  (page  98). 

True,  some  companies  made  money  the  old-fashioned  way: 
They  raised  prices.  Detroit,  in  particular,  took  advantage  of 
the  sharp  liike  in  the  yen  and  the  rising  cost  of  Japanese  cars 
in  the  U.S.  to  post  big  price  hikes  on  their  autos.  But  the  | 
vast  majority  of  companies  couldn't  pass  on  to  consumers 
their  higher  costs  for  raw  materials  or  financing.  Even  the 
few  industries  with  pricing  power  didn't  neglect  productivity. 


They  joined  the  corporate  chorus  singing  the  praises  of 
ital  investment  and  spent  accordingly.  Capital  spending 
been  on  a  double-digit  track  for  two  years,  and  right 
hind  it  have  come  higher  productivity  and  profits.  Profit 
gins  for  the  business  week  900  widened  sharply  to 
last  year  from  4.3%  in  1993. 

There  is  one  more  turn  to  take  in  this  virtuous  cycle, 
that  is  for  real  wages  to  rise.  Historically,  higher  wages 
invariably  followed  higher  productivity.  For  more  tha 
years,  productivity  growth  had  been  tepid  at  best,  kei 
fanuly  income  stagnant.  The  new  surge  in  productivity  si 
usher  in  higher  middle-class  income.  The  middle  class 
shouldered  much  of  the  pain  of  downsizing  and  restructi 
that  has  made  Corporate  America  so  productive  and  con 
itive  in  global  markets.  Now  is  the  time  for  the  middle 
to  share  in  the  fruits  of  higher  productivity. 
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70  DEGREES,  A  WARM  BREEZ 

AND  SOFT  MUSIC. 
CONDITIONS  ON  MT  EVEREST 
AREN'T  WHAT  THEY  USED  TO  BE 


Presenting  a  vehicle  engineered  to  bring  a 
v  level  of  luxury,  style,  and  sophistication  to 
ne  of  the  world's  harshest  and  most  remote 
ations:  JeejD  Grand  Cherokee  Limited. 

Inside,  youll  enjoy  such  luxurious  amenities  as 

an  audio  system 
with  eight 


premium  speakers  and  120  watts  of  symphonic 
sound.  Power  six-way  adjustable  front  seats.  Even  an 
automatic  temperature  control  system  that  keeps  the 
cabin's  climate  precisely  to  your  liking. 

Best  of  all,  you  11  experience  this  luxury  even  in 
the  most  demanding  conditions.  Thanks  to  the 
Quadra-Trac*  4 WD  system,  the  Quadra- Coil"  sus- 
pension, and  the  optional  220  horsepower  V8  engine. 

For  more  information,  call  1-800-925-JEEP. 
You'll  see  the  world  isn't  such  a  harsh  place  after  all. 


There's  Only  One  Jeep®, 

A  Division  of  the  Chrysler  Corporation.  ■=^^ 


lyb  wear  your  scat  bell.  Jeep  is  a  regislered  trademark  ui  Chrysler  Corporation. 


Asia  Satellite  Telecommunications  Co  Lid 


Optus  Communications  Pty  Ltd  -  Australia 
Bahratn  Tetecommunkatrons  Compaiiy  BSC 
Barbados  Telfphoru'  Coinp.jny  Md 


Barbados  External  Telpcommunicolions  Ltd 


BLICEL  -  Belarus 


Cable  and  Wireloss  Romiuda 


Cable  and  Wireless  (West  IndresI  Ltd  -  Cayman  Islands 


Miiaymg  Nanhai  Oil  Tflecoms  Services  Co  Lid  -  Chma 
Shend.i  Tf  lephont;  Company 


OCCEL  S  A  -  Colombia 


Cable  and  Wireless  (France!  S.A 


Mannesmann  Mohllfunk  GmbH  -  Germany 


Cable  and  Wireh-ss  GmbH 


Hong  Kong  Telecommunications  Ltd 

Cable  and  Wireless  Italia  SpA 
Telecommunications  of  Jamaica  Ltd 


Intematronal  Digital  Communications  Inc  -  |apan 


Lattelekom  SIA  -  Latvia 


Companhia  de  Telccomunicacoes  de  Macau  S  A  K  L 


Paktel  Ltd  -  Pakistan 


Eastern  Telecommunications  Pfitlipprnes  Inc 


Baltic  Communicaliorts  lid  -  Russia 


Mobile  Telephone  Networks  (Pty)  Ltd  -  South  Africa 
Cable  and  Wireless  S.A  -  Spain 


Tele2  AB  -  Sweden 


Compunet  Corporation  Ltd  -  Thailand 
Telecornmunications  Services  of  Trinidad  and  Tobago  Lid 
Mercury  Corrununi cations  Ltd  -  L'nited  Kingdon 


Mercury  One  2  One 


Cable  and  Wireless  tnc 


Cable  and  Wireless  fMannel  it 


Cabl 

8cpti 

No,  we  haveii  t  siukleniy  cliaiioed  our 
name.  We  remain,  yours  faithfully.  Cable 
and  Wn-eless  |)le. 

But  look  beyond  the  name  on  the  door 
and  you"]]  diseoxer  a  very  different  eompany 
indeed.  In  f'aet.  even  "eompany"  might  l^e 
tile  wrong  word. 

We're  a  Federation.  An  allianee  of 
free    thinking    and    largely  autonomous 

eompaiiies  woi-king  together  globally  but 

js 

encouraged  to  opei'ate  locally.  i' 
Far  from  sitting  in  our  ixory  towei 
pulling    global     sti-iugs    we"re  happiest 
encoui'aging   local   companies   with  loca 
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^  If  you're 

^JHP         confused  about  which  way 

to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  Our  data  storage  and  imaging  systems 

take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
of  ATM  chips.  (>D   Services  like  video-on-demand  and 
long-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
(>D   So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  turn. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia  investment.  We  can  help 
you  make  getting  up  to  speed, 
child's  play. 
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[AT  ARE  THE  ISSUES? 

list  as  our  Ixxlics  nec^d  nour- 
iciit  to  iiiaki'  il  fntiii  cliildliooil 
iigli  yoiitli  to  atliiltliooil.  our 
I  needs  packaf;inf;  to  make  it 
I  the  farm  throufili  the  grocery 
;  to  our  dining  tahles. 
i'ithout  the  right  packaging. 
I  wouhl  he  wasted.  Indeed, 
tarts  of  the  world  lacking 
listicated  packaging  technol- 
more  than  50%  of  the  food  is 
every  year.  It  either  rots  or  is 
aged  during  shipping, 
ortunately,  we  have  the  tech- 
^y  to  avoid  these  pndjiems.  For 
nee,  a  paper  package  isn't  just 
X  made  from  paper  of  varying 
inesses  with  graphics  thrown 
t.  Almost  every  package  is  a 
able  technological  feat,  each  a 
fic  solution  to  a  special  problem, 
ome  packages  endure  fluctua- 
;  in  temperature  and  humidity. 
■  liidd  ice  while  allowing  the 
!r  to  drain,  some  withstand 
craping  stacking  without  being 
lied.  You  get  the  idea.  Without 
lifferent  types  of  packaging, 
wouldn't  have  access  to  as 
1  fresh  food.  You  also  woiddn't 

as  much  variety.  .Some  foods 
Id  become  too  expensive  for 
f  people  to  afford, 
he  abundance  of  packaging 
raise  the  question:  would  we 
tetter  off  without  it?  The 
er:  not  really.  The  practical 
ion  is  a  packaging  material 

not  only  fulfills  all  the 
irements  of  getting  f(t(td  to  us 
dso  is  ecologically  conscious, 
IS,  renewable  ami  recyclable, 
t  International  Pajier.  we 
•rstand  the  need  to  find  a 
.ce  between  jireserving  milk  for 
rrow's  breakfast  an<l  preser\  big 
orests  for  future  generations. 


WHAT  WE  ARE  DOING. 

Internati<tnal  Paper  invests 
millions  every  year  developing 
innovations  that  keep  food 
iresli  and  nulrili<tiis.  Our 
Barriei-Pak"  beverage  cartons 
use  a  j)ateiited  layering  process 
of  special  jtapers  and  cttatings 
that  function  as  sophisticated 
iiarriers  to  hold  in  the  fresh 
taste  and  flavor  of  juices.  We're 
also  working  on  new  packaging 
systems  that  will  keejt  milk  fresh 
and  nutritious  even  htnger. 

Al(tng  with  creating  revitlu- 
tionary  j)a('kaging,  we're 
(•(tnstantly  looking  for  new 
ways  to  use  less  wood  Hber  in 
our  packaging.  One  example  is 
(tiir  Pineliiier"  technitlogy. 
which  piMtduces  corrugated 
bttxes  that  retjuire  17%  less 
liber  yet  remain  as  strong  as 
c(tnventi<tnal  b<txes. 

We  meet  the  need  for  virgin 
lilter  thntugh  "sustainable 
lorestrv."  wliicli  includes  planting 
.SO  milli(tn  SuperTree  seedhngs 
every  year.  SujterTrees.  devel- 
oped through  a  process  of 
natural  selei  tion.  ]tr(tduce  30% 
metre  W(tod  |ier  acre  (tver  a 
2.S-year  growing  pi'riitd. 


WHAT  IT  MEANS 
TO  YOU. 

You  can  have  fresh- 
tasting  Florida  orange 
juice  in  the  dead  <tf 
winter  in  Minnesota. 

You  can  have  fresh 
milk  and  tender  chicken 
in  Manhattan  any  time 
you  please. 

In  short,  you  can 
have  food  that  tastes  as 
fresh  as  it  does  (tn  a 
farm  n(t  matter  where 
you  live  in  America. 

T(t  talk  initre.  jtlease 
call  Bob  Gordttti  or 
Lyii  Bernstein  at  the 
Internati(jnal  Pajier 
Packaging  Inn(tvati(tn 
Center.  l-800-577-y}562. 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
NEW  WORLD  ORDER 

FREE  RIDE  IN  CHINA 
FOR  AMERICA'S  PALS 

THE  DIRTY  LITTLE  SECRET  OF 

the  China  trade  accord  is 
that  Eui'ope  and  Japan  quiet- 
ly rooted  for  the  Americans 
to  take  a  hard  line — but  pub- 
licly feigned  neutrality,  leav- 
ing only  U.  S.  business  at  risk 
if  a  trade  war 
erupted.  After 
Beijing  agreed 
on  Feb.  26  to 
curb  Chinese  pi- 
racy of  intellec- 
tual property. 
U.  S.  officials  are 
privately  miffed 
that  America's 
major  trading  I '^^^'^ 
partners  get  a 
free  ride. 

Just  like  the 
U.  S.,  Europe  HOUSTON:  C 
and  Japan  now 
have  greater  ti-ademark  pro- 
tection in  China.  Plus,  their 
U.  S.  subsidiaiies  benefit  from 
the  ending  of  quotas  and  re- 
strictions on  U.  S.-made  films, 
recordings,  and  software.  Ex- 


ample: Germany's  Bertels- 
mann, owner  of  America's 
Aiista  Records,  which  makes 
Whitney  Houston  CDs. 

Meanwhile,  government  of- 
ficials and  CEOS  from  Japan, 
GeiTnany,  and  Britain  can  vis- 
it China  pretending  they  are 
reasonable  where  Uncle  Sam 
isn't.  None  admits  this  out 
loud.  A  German  Economics 
Ministry  official  says  his 
country  sympa- 
thizes with  the 
U.  S.  yet  wants 
to  avoid  conflicts. 
Ford  Motor  ex- 
ecutives are  fu- 
rious about  a 
purported  be- 
hind-the-scenes 
effort  by  Toyota 
Motor  to  under- 
mine Ford's  joint 
ventures  with 
China.  Toyota 
"asked  the  Chi- 
nese  to  reconsid- 
er in  light  of  the  [Americans'] 
obstreperous  behavior,"  says 
Greg  Mastel  of  Washington's 
Economic  Strategy  Institute. 
Ford  and  Toyota  won't  com- 
ment.      Douglas  Harbrecht 


ufb  lifted 


FALLING  AXES 


PLANT  CLOSING  ON  WALL  STREET? 


INVESTMENT   BANKERS  WH(J 

make  $700,000  a  year  surely 
aren't  the  crew  that  Congi-ess 
had  in  mind  when  it  passed  a 
1988  plant-closing  bill.  The 
act  requires  companies  to 
give  employees  60  days  no- 
tice before  they  are  fii-ed 
when  a  factory  is  closed. 
Now,  two  former  cs  First 
Boston  bankers  are  using  the 
blue-collar-oriented  law  in  a 
suit  against  the  firm,  which 
fired  them  on  Feb.  18. 

The  class  action,  filed  by 
New  York  attorney  Jeffrey 
Liddle  in  Manhattan's  U.  S. 
District  Court,  argues  that 
shutting  down  the  municipal- 
bond  department  and  firing 
135  employees  constitutes  a 


plant  closing.  Further,  since 
CSFB  gave  no  written  notice 
to  government  officials,  the 
former  emi.)loyees  contend, 
they  should  get  (50  days  pay 
plus  $500  a  day  until  the  suit 
is  settled.  "The  suit  is  a  veiy 
valid  one,"  says  Andrew  0'- 
Connell,  one  of  the  litigants. 

The  law  was  designed 
partly  to  give  workers  some 
time  to  find  new  work.  Luck- 
ily, not  all  of  these  Wall 
Streeters  are  waiting  in  an 
unemployment  line.  O'Con- 
nell,  for  instance,  is  now  at 
a  newly  formed  firm,  Cam- 
bridge Capital  Partners,  cs 
First  Boston  says  it  has 
"meritorious  defenses  to  the 
action."  Leah  Natham  Spiro 


TALK  SHOW  sleazy,  tawdry  effort  to  win  a  victory  at  the 
cost  of  amending  the  Constitution  of  the  United  States.?? 

—  Senator  Robert  Byrd  (D-W.Va.),  after  Republicans  delayed 
the  vote  on  the  Balanced  Budget  Amendmen  t 


PROXY  WARS 

AND  D0N7Y0U  DARE 
SAY  HOLY  SMOKES' 

A  HOLY  WAR  ON  TOBACCO?  THE 

latest  in  antismoking  activism 
is  coming  from  religious  de- 
nominations via  the  proxy 
ballot.  The  Inteifaith  Center 
on  Corporate  Respon- 
sibility— an  alliance 
of  275  Roman  Cath- 
olic, Pi-otestant,  and 
Jewish  institutional 
investors — has 
opened  a  front 
against  consumer-goods 
giant  Kimberly-Clark,  the 
maker  of  Huggies,  Kotex,  and 
Kleenex. 

Ti-ouble  is,  Kimberly  also 
owTis  a  French  outfit,  LTR  In- 
dustries, that  supplies  cigai- 
ette  makers  with  reconstitut- 
ed tobacco,  paper,  and  other 
ciggie  supplies  (BW — Dec.  19, 
1994).  The  religious  group, 
which  controls  about  1  mil- 
Kon  Kimberly  shares,  is  push- 
ing for  a  shareholder  ballot 


resolution  to  shed  the  tobacci 
unit. 

In  recent  years,  the  gi'ou 
has  launched  proxy  fight 
against  major  tobacco  compa 
nies — all  foi'  naught.  It  trie 
to  get  PJR  Nabisco  Holdings^ 
for  example,  to  stop  usin 
Joe  Camel  in  ads,  out  of  cor 
cern  that  the  cartoon  drom( 
dary  lures  children  t 
the  weed. 

With  Kimberl; 
the  group  figured 
had  extra  leverag( 
Many  of  the  men 
bers  run  hospital 
that  buy  lots  of  Kimbei 
ly  products.  The  religious  ir 
vestors  held  closed-doc 
meetings  with  Kimberly  mat 
agers  in  December.  Resul 
Kimberly  wouldn't  budg 
The  group  also  is  launching 
letter  writing  campaid 
against  the  Kleenex  king,  ui 
der  the  banner  "Kleen  Ou 
Tobacco  From  Kimberli 
Clark."  Kimbeiiy  says  losirj 
LTR  would  hurt  return  \ 
shareholders.  Maria  A 


THE  LIST  BUDGET  PAIN 


How  tough  will  it  be  to  bal- 
ance the  budget?  It  depends 
on  which  programs  are  ax- 
exempt.  As  the  table  below 
shows,  an  across-the-board 
cut  in  the  $2.2  trillion  in 
spending  projected  for  2002 
would  be  10%,  according  to 
GOP  estimates.  So  you  don't 
want  to  touch  the  $481  bil- 
lion in  Social  Security 
spending?  O.K.  Cut  every- 

HOW  MUCH  TO  CUT 

FOR  A  BALANCED  BUDGET 

Percentage  cuts  In  remaining 
programs  as  exceptions  accumulate 


thing  else  by  13%.  Exempt 
Social  Security  and  defense,! 
and  everything  else  has  to  b| 
cut  16%.  Work  your  way 
down  the  list,  throwing  in 
the  tax  cut  promised  in  the 
Contract  With  America,  and 
you  are  talking  spending 
cuts  of  up  to  38%  in  the 
programs  that  are  not 
spared. 


All  programs  cut 

10% 

Social  Security  spared 

13 

Defense  spared 

16 

Contract  tax  cuts  granted 

24 

Veterans  spared 

25 

Militarv  retirement  spared 

26 

Civilian  retirement  spared 

27 

Medicare  spared 

38 

DATA;  SENATE  BUDGET  COMMinEE 

SUNNY  DAYS  Socia^ 
Security  is  safe 
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rhinking  about  your  retirement? 
len  think  about  now  fast  time  flies^ 


Shareholder  &  Director 


COMPOUND  ANNUAL  RETURN  (12/31/64-12/31/94)1  FROM  THESE  INVESTMENT  VEHICLES 

.  1.  ^ 

It  putrino  away  money  is  something  you've  been 
putting  ott,  just  think  ahout  how  quickly  one  year 
goes  into  the  next.  Then  think  ahout  an  IRA 
through  the  Berger  Funds.  With  an  IRA,  you  can 
enjoy  tax-deferred  investing.  And  with  a  Berger 
IRA  you  can  enjoy  even  more. 

The  no-load  Berger  Funds  otter  you  the  opportunity 
to  invest  your  IRA  money  in  what  has  historically 
heen  one  of  the  top-performing  investment  vehicles - 
equities.  As  the  chart  indicates,  in  the  past  30  years 
eqLiities  have  delivered  signiticantly  higher  rewards 
than  other  investments  such  as  Treasury  hills  and 
government  honds.''' 

Enjoy  the  confidence 
that  comes  with  experience. 

For  the  past  20  years,*  the  Berger  Funds  have  helped 
thousands  ot  investors  meet  their  retirement  goals 
hy  having  delivered  some  of  the  most  successful 
ong-term  performances  in  the  industry.  And  since 
saving  tor  retirement  is  a  long-term  proposition, 
that's  exactly  the  kind  o\  performance  you  should 
ook  tor.  ( Past  pertiirmance  does  not  guarantee 
tuture  results.) 

So  consider  opening  a  Berger  IRA  today.  Tomorrow 
is  closer  than  you  think. 

It  only  takes  $250 
to  open  a  Berger  IRA.  It  s  also  easy  to 
transfer  an  existing  IRA.  For  a  free 
product  guide,  call  today. 


U.S.  Treasury  Bills 


6.89% 


S  &  P  Long-term 
Government  Bonds 


Standard  &  Poor's  500 


7.28% 


9.82% 


Please  call  (800)3334001 

for  a  prospectus  containing  more 
complete  information  including  all  fees. 
Read  if  carefully  before  investing. 


Together  \vc  can  move  mountains.  " 

r  Associates  assumed  management  of  ttie  Funds  9/30/74. 
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ilike  common  stocks,  U.S.  Treasury  bills,  bonds,  and  CDs  offer  a  fixed  rate  and 
larantee  payment  of  principal  (if  held  to  maturity).  The  S&P  500  is  an  unmanaged 
QCk  index.  This  example  is  for  Illustrative  purposes  only  jind  is  not  meant  to 
present  the  performance  of  any  of  the  Berger  Funds.  Returns  from  the  Berger 
inds  are  not  fixed  and  the  value  per  share  varies  with  market  conditions, 
ita  courtesy  of  Ned  Davis  Research,  Inc.  Used  with  permission.  All  rights  reserved. 


Up  Front 


DRAWN  &  QUARTERED 


THE  DEAL  MILL 


WORLD'S 
WACKIEST  DEAL 

THE    BIG   GET   BIGGER,  THE 

weird  get  weirder.  Ripley's 
Entertainment,  which  oper- 
ates 29  Riple^-'s  Believe  It  or 
Not  museums  worldwide,  is 
taking  over  the  Guinness 
Woiid  of  Records  museums. 


GAWKERS:      .rt  u.ct.  a  im  rger 

Guinness,  the  British  beer 
and  spirits  outfit,  will  keep 
its  Guinness  Book  of  World 
Records.  Ripley's,  a  unit  of 
Vancouver  (B.  C.)-based  Jim 
Pattison    Group,    is  best 


known  for  its  own  oddball 
publishing  venture,  the  Sun- 
day comic  Ripley's  Believe  It 
or  Xot. 

What  is  Ripley's  getting 
for  its  money?  Well,  there's 
the  tape  recording  of  the 
world's  loudest  snorer.  And  a 
photogi'aph  of  a  man  who  ate 
10  bicycles,  a  supermarket 
shopping  cart,  seven  TV  sets, 
and  a  Cessna  light  aii'craft. 
Piece  by  piece,  of 
course.  Ripley's  al- 
ready boasts  a  portrait 
of  the  Queen  of  Den- 
mark made  from 
clothes-diyer  lint.  And 
the  company  just  paid 
87,000  for"  10  dead 
houseflies  with  por- 
traits painted  on  their 
wings  and  backs. 

Guinness  says  it  is 
getting  out  of  mu- 
seums because  it 
w-ants  to  focus  more 
on  beverages.  Under 
the  deal,  whose  finan- 
cial terms  were  undisclosed, 
Ripley's  is  bu\ing  two  Guin- 
ness museums  and  adminis- 
tering seven  others.  Plus,  it 
can  sell  future  museum  fran- 
chises. Peter  Valdes-Dapena 


SPORTS  BIZ 


TOSSING  DOWN  THE  GAUNTLET-TO  THE  NBA 

TE.A..M\VEAR  MEA.\<  BIG  .SALES, 

right?  Maybe  not,  if  the  pros 
don't  wear  the  stuff  at 
games.  There's  the  rub  for 
Hot  Wear,  the  New  York 
maker  of  the 


HOT  HAND:  Xot  far  pros 

Hot  Hand,  a  basketball  glove 
that  supposedly  helps  ball 
handling.  The  nubby-palmed 
lycra  mitts  come  in  team  col- 
oi-s  and  logos,  under  National 
Basketball  Assn.  hcense.  One 
problem:  xba  rules  forbid 


players  to  weai-  gloves.  Col- 
lege cagers  can't  wear  'em, 
either.  And  it  can't  help  sales 
when  kiddies  don't  see  Sir 
Chaiies  or  the  Shaq  sporting 
the  gloves  on  the  hardwood. 

So  Hot  Wear  President 
Mark  Mirken  is  trying  to 
force  the  .\ba's  hand,  as  it 
were.  He  has  signed  a  deal 
with  Puerto  Rican  basket- 
ball's governing  body,  and 
he's  working  on  the  Pan- 
American  Basketball  Confed- 
eration. After  teams  sport 
the  Hot  Hand  at  the  1996 
Olympic  Games,  Mirken 
hopes,  the  xba  will  cave  in. 
The  XBA  says  that  will  never 
happen.  Worse,  Hot  Wear 
could  lose  its  hcense  if  sales 
don't  bring  the  XBA  enough 
rovalties.  Carl  Desens 


THE  CASE  FOR  A 
BUSINESS  COURT 

THE  LAST  THIXG  THAT  THIS 

country  needs  is  another 
place  for  lawyers  to  file  law- 
suits. But  a  New  York  State 
Bar  Assn.  panel  wants  the 
world's  financial  capital  to  set 
up  a  business-only  court, 
loosely  modeled  after  Del- 
awai-e's  Chanceiy  Court.  The 
reason:  in  part,  because  law- 
yers at  41  large  corporations 
said  in  a  survey  that  they  tiy 
to  avoid  New  York  courts  if 
possible — even  when  their 
disputes  involve  New  York 
transactions.  Empire  State 
courts,  among  the  nation's 
busiest,  make  companies  suf- 


fer big  delays  and  high  cost: 
the  bar  panel  says.  "There 
no  question  that  the  busines 
community  is  increasing] 
bypassing  the  New  Yor 
state  court  system,"  saj 
Mark  Alcott,'head  of  tli 
panel. 

Funded  by  user  fees,  tl: 
proposed  coiul  would  presic 
over  any  business  feud  in  e: 
cess  of  825,000,  includir 
shareholder  class  actions  ar 
contract  brawls.  There's  r 
indication  yet  how^  state  ofl 
cials  \iew  the  idea.  But  tl 
lawyers  contend  that  Ne 
York  needs  the  new  court  j 
keep  comipetitive  with  oth 
large  states  considering  cor 
mercial  courts  of  theii-  ow| 
such  as  CahfoiTiia  and  Pe: 
sylvania.    Linda  Himelst 


r 


THE  BIG  PICTURE 


THE  MISERY  INDEX 

The  Misery  Index — inflation  plus  joblessness — is  a  good  political 
predictor.  If  it  rises  in  the  Presidential  voting  year,  the  incumbent 
part>'  usually  loses:  if  it  falls,  the  party  probably  wins.  E.xamples:  re 
election  \ictors  Richard  XLxon  (1972)  and  Ronald  Reagan  (1984). 
Two  exceptions:  winner  Dwight  Eisenhower  (1956)  and  loser  Geoi^ 
Bush  (1992).  Bill  Clinton  should  hope  the  index  keeps  dropping. 
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EISENHOWER  |      JOHNSON     i  FOr^D  ]  REAGAN 

KENNEDY  NIXON  CARTER 

APERCENT 


I      CLINTON  ^' 
BUSH 

DATA:  MERRILL  LYNCH  &C 


FOOTNOTES  Those  who  say  exercise  and  diet  won't  change  cancer  lisk:  35%.  Those  who  disagi'ee:  61% 
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Be  rREPAREn.  It  was  cood  advice 

when  yoii  were  a  scour.  If  you  ask  ciry 
iitticials  in  San  Francisco,  it  still  is. 

To  help  prepare  tor  any  eventuality 
on  the  Richter  scale,  the  San  Francisco 
Office  of  Emergency  Services  chose  AST" 


under  intense  pressure,  we  might  aekl. 

It  was  also  reassuring  that  AST  ranked 
among  the  "hest"  in  PC  World  Magazine's 
reliahility  ani.1  service  study.* 

That  goes  for  our  entire  line  of  prod- 
ucts, inchiLling  Ascentia'"  niHehooks, 


SAN  FRANCISCO  HAS  AN^ EARTHQUAKE  KIT  WITH 
MILLIONS  OF  GALLONS  OF  WATER,  THOUSANDS  OF 
FLASHLIGHT  BATTERIES  AND  FIFTEEN  AST  COMPUTERS 


computers,  fotirteen  i.iesktops  connected  to 
a  server.  All  holted  to  their  desks,  naturally. 

At  a  miiment's  iiotice,  they're  ready  to 
help  police,  fire,  housing,  transportation, 
water  and  power  empk>yees  restore  city 
services.  Hospitals  and  ambulances  are 
connected,  too.  Sos  the  governor. 

City  officials  chcise  AST  for  many 
reasons.  Easy  start-tip,  to  name  one.  Ease 
of  use  by  people  from  a  hriiad  range  of  city 
departments  was  just  as  iniportanf.  People 
YOU'LL       LIKE  TH 


Premmia'"  and  Bravo  business  desktops, 
Advaiitage!  PCs  for  hiMiie  or  small  office 
and  Manhattan'"  servers. 

Finally,  the  fact  that  AST  is  one  of  the 
world's  hu'gest  PC  compariies  also  went 
a  long  way  toward  easing  jitters  about 
installing  any  new  computer  network. 

For  information,  call  1-800-876-4AST. 
Maybe  there's  sinnething  vital  and  impor- 
tant you  should  be  extra  prepared  for.  You 
know,  something  like  tomorrow's  meeting. 
E       WAY       WE       WOR  K 


c  o  l\ 


J  I  i--  R 


SjIWS  AST  Ki'M'uivd,  lilt  All  njlits  K\avcil  .AST  iiiul  AJi'unwsi-'  <iiv  KXMmd  mulcmutLs  ,if  AST  Ki-m-hhTi,  Inc  .AST  L'imi/imcr,  ihc  AST  i::«n.  Am-l'iiiiu.  Pivnimw, 
Manhattan,  and  "Vmi'll  lake  T/il'  Way  \Vc  Wnrk"  iiu-  nadi'iinnlvs  o/  AST  lu'sairt/l.  Ini  Alt  utktjr  prnjnct  ur  ^t■rl'lct■  ritiiMcs  fiU'iumriCLl  Iwrctn  may  he  trademarks  or  rt';,'istLTc'J 
trademarks  ,4  their  respeetne  inmers    PC  Wi.iU,  June  /"'M 


Only  a  car  this  quiet  could 
make  so  much  noise 

seems  the  automotive  press  cant  stop  talking  about  the  new  Maxima.  •  Take  Motor  Trend, 
r  example,  ivJw  after  their  first  road  test  corwluded,  "Were  impressed  that  the  Maxima  offers 
e  comfort  and  quiet  once  reserved  for  luxury-channel  cars!  •  They  went  on  to  add,  "This 

:  I  ■  i 

;  ■ 

issan  ranks  among  the  best  values  in  a  luxo/peiformancesedayi.  Acura,  BMW  and  the  rest 

'ed  now  be  concerned."  •  The  Maxima  made  su£h  an  impression  on  them,  they  named  it 

/ 

^95  Motor  Trend  Import  Car  of  the  Year  •  No  smcdl feat  luhen  you  consider  that  the  field 
eluded  contenders  from  Porsche,  BMW  and  Lexus.  •  But  the  Maxima  beat  all  of  them. 

i  . 

hanks  in  part  to  a  potent  V6  engine-  that  blasts  from  0-60  in  a  mere  6.6  seconds!  Yet,  this 

\  f 

me  engine  delivers  the  fuel  economy  of  a  miserly  4-cylinder  compact!*  •  As  for  Jiandling, 
\e  Maxima  can  easily  outmaneuver  many  expensive  European  sedans  costing  twice 

mueh.  •  And  speaking  of  cost,  the  Maxima  has  a  starting  price  of  under  $20,000f  Wliich, 
uch  to  the  chagrin  of  our  competitors,  isn't  something  were  going  to  keep  quiet  about. 

To  learn  more,  call  1-800-262-1679.  Or  visit  your  nearest  Nissan  Dealer  for  a  test  drive. 

^he  New  Maxima.  Motor  Trends  1995  Import  Car  of  the  Year 


NISSAIM 


Its  time  to  expect  more  from  a  car 


tn  Motor  Corporalion  U.S.A.  Smart  people  nhmys  read  the  fine  print.  And  they  aboays  wear  their  seat  belts.  *Motor  Trend,  June  1994  **1995  EPA  fuel  eronomy 
ales  22  miles  per  gallon  city/27  miles  per  gallon  highway  with  5-speed.  Use  these  estimates  for  comparison  only.  Actual  mileage  may  vary  with  driving  conditions. 
mileage  comparison  versus  Siibarii  Legacy  AWD  5-speed.  f Manufacturer's  Suggested  Retail  Price  for  1995  Maxima  GXE  excluding  taxes,  title,  license, 
lation  charges,  options  and  kically  required  equipment.  CLE  model  shown.  Dealer  seLs  actual  prices.  Prices  are  subject  to  change.  In  Canada,  call  1-800-387-0122. 
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IN  BROKERS 

WE  D0/D0N7  TRUST 


You  hit  the  nail  on  the  head  and  have 
exposed  a  serious  issue  with  "Can  you 
tinst  your  broker?"  (Cover  Story,  Feb. 
20).  Although  I  never  begrudged  the 
status  and  quick  financial  rewards  I  ex- 
perienced as  a  young  broker,  I  hated  to 
lose  money  for  a  client.  It  always  both- 
ered me  when  older,  veteran  brokers 
got  pats  on  the  back  from  upper-  man- 
agement— while  it  was  evident  many  of 
them  churned  and  burned  their  clients  in 
order  to  qualify  for  free  tiips  and  piizes. 
It  would  not  at  all  be  imusual  to  find  im- 
ethical  brokei-s  holding  the  titles  of  man- 
aging director,  partner,  first  vice-presi- 
dent, or  chairman  at  investment  firms  all 
over  the  country.  Hopefully,  one  day 
regulators,  firms,  and  cli-  ^^^^—-^ 
ents  will  hold  brokers  ac- 
countable for  client  perfor- 
mance instead  of  allowing 
commissions  to  be  the  only 
benchmark  of  success. 

Doug  Davis 

Executive  Sales  Trainer 
Davis  &  Davis 
Beaverton,  Ore. 


Your  article  was  on  target.  Wha 
was  missing  was  more  information  oi 
viable  alternatives  for  investors.  Fee 
•  only  financial  planners  should  hav 
been  in  the  spotlight.  We  provide  oh 
jective  financial  advice,  and  our  monej 
management  decisions  ai-e  based  solel 
on  the  client's  needs  and  financial  goal 
Holly  D.  Nicholso 
Financial  Planning  Services  In( 
Raleigh,  N.  C 


The  public  should  be  thankful  t 
pubHcations  hke  yours  for  exposing  th 
unscrupulous  brokers  in  our  industr; 
but  that  is  the  last  decade's  story.  Ir 
vestors  are  far  more  savvy  and  bette 
infoiTned  in  today's  market.  They  aren 
easily  swayed  by  a  fast-talking,  slic 
stockbroker.  And  if  you  don't  believe 


BusinessWeek 


CAN  YDU  TRUST 
YOU 


As  president  of  an  80- 
year-old  local  brokerage,  I 
commend  your  writers  for  a  factual  and 
thought-provoking  article.  Regardless 
of  size,  all  brokers'  sales  practices,  eth- 
ics, and  customer-service  commitments 
start  at  the  top  and  woi'k  down  through 
the  hierarchy.  Therefore,  it  is  not  that 
today's  commission  stnictui-e  is  inherent- 
ly bad.  It  is  rathei"  that  brokerage  man- 
agers have  failed  to  instill  j^roper  values 
in  the  sales  force. 

At  smaller  firms  such  as  mine,  we 
prosper-  by  taking  car-e  of  om-  customer's. 
It  is  the  best  way  to  survive  in  a  world 
of  aggressive  competition.  My  experi- 
ence tells  me  that  other  small  fir-ms, 
like  ours,  prosper  only  when  clients 
prosper.  In  such  firms,  the  answer  is: 
"Yes,  you  can  trust  your  br-okei'." 

Wayne  F.  Holly 
Pr-esident 
Sage,  Rutty  &  Co. 
Rochester,  N.  Y. 


AN  UNQUALIFIED  MAYBE' 

"Investors  are  far 
more  saw  and  better 
informed  in  today's 

market  And  if  you 

don't  believe  it,  try 
making  some  of  those 
'cold  calls'  yourself." 


try  making  some  of  those  "cold  call 
your'self. 

Regarding  better-  pay  for  more  bus 
ness:  Isn't  that  what  capitalism  is 
about?  If  I  were  a  chent,  I  would  rat 
er  do  business  with  a  successful,  pro 
perous,  well-compensated  broker  than 
straiggling,  desper-ate  one  who  is  tryii 
to  make  his  next  mortgage  payment 
Gary  Meye: 
Senior-  Portfolio  Managi 
Robinson-Humphr-ey/Smith  Bamt 

Atlan 
Rhuml2@aol.co 

The  answer  to  the  question  posed  1 
your  story  is  a  definite  yes — contrary 
the  tone  of  the  ar'ticle.  Successful  i 
vestment  pr-ofessionals  know  that  c 
reers  ar-e  based  on  r-elationships,  whi 
are  built  on  investment  r-eturn,  quali 
of  ser-vice,  and  attention  to  the  clien 
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Nowthehardestthinq 
aboutshippinqismasterinqtfiecomplexities 

of  the  double  did. 


ucme  FedEx  Si  lip, 


tlie  revolutionary  new  desl^j- 
top  shipping  software  from 
FedEx.  N  ow  wi  til  FedE  X  Snip,  you  can  liandlt 
virtually  any  aspect  of  skipping  a  package  witk 
just  a  few  clicks  of  your  mouse. 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skijiping 
lakels  and  jirints  tkem  on 
your  own  laser 
printer.  Maintains  a  data 
kase  of  yoin-  customers.  Sckedules  pickups, 
tracks  and  confirms  deliveiy  of  your  packages. 
All  faster  and  easier  tkan  ever  liefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it  s  a 
wkole  new  way  of  skipping  packages.  For  a 
tree  copy  of  FedEx  Skip  soliware  for  Windows' 
or  Macintosk,  just  call  1-800-GO-FEDEX.* 


X 


Federal  Express 

Our  Most  Important  Package  Is  Yours." 


JUST    P  0  t  N  T,  C  LICK    AND  SHIP 


Readers  Report 


needs.  Of  course,  there  are  brokers  who 
abuse  their  position  of  tmst.  But  I  as- 
sui'e  you  that  the  reality  of  the  industry 
bears  little  resemblance  to  your  article. 
I  see  fai'  more  broker's  who  are  "shoot- 
ing straight"  than  the  selected  negative 
examples  that  you  chose  to  focus  upon. 

Dale  T.  Miller' 
Bellevue,  Wash. 

The  answer  is  a  r-esounding  no.  At 
E.  F.  Hutton,  I  witnessed  first-hand  all 
the  practices  noted  in  the  article.  Also,  I 
saw  how  brokers  acted:  Gr-eedy.  Self- 
center-ed.  Sleazy.  I  am  glad  I  am  out  of 
that  business.  Every  day  when  I  went 
home,  I  felt  I  had  to  scrape  off  the 
slime  and  scum. 

Brian  Napoli 
Medina,  N.  Y. 

You  present  a  useful  and  balanced 
descr-iption  of  an  industry  held  captive 
by  transaction-based  compensation. 
However,  as  a  former'  stockbroker  and 
participant  in  custonier--br'oker'  arbitr'a- 
tion  disputes,  I  am  convinced  that  r'es- 
toration  of  public  tr-ust  r-equires  mor-e 
than  the  moderation  of  commission  in- 
centives. Reform  of  the  conflict-resolu- 
tion process  is  necessary  as  well. 

For  investor's,  arbitr-ation  is  expen- 
sive, time-consuming,  and  very  risky.  A 
single  defeat  can  be  devastating  when 
it  is  the  only  chance  you  get.  But  for 
the  industry,  arbitration  is  just  part  of 
damage  control,  and  it  usually  works  to 
the  industry's  favor  If  it's  the  investor's 
word  against  the  br-oker's,  the  broker' 
usually  wins.  Rich  investor's  don't  fare 
well  because  arbitr'ator-s  typically 
equate  wealth  with  sophistication. 

A  good  investor  awar'd  might  pay 
for  out-of-pocket  losses  but  not  include 
lawyer's'  fees  or  other  costs.  A  bad 
award  could  not  only  "zer'o"  the  clai- 
mant but  also  require  payment  of  costs. 
The  likelihood  of  punitive  damages  ap- 
pr'OHches  zer'o.  The  industry  has  little 
incentive  to  settle,  and  r^isk-averse  cus- 
tomers usually  settle  for  much  less  than 
their  economic  losses. 

The  ])anels  should  involve  r'andom  se- 
lection of  members  and  the  elimination 
of  "]3rofessional"  ar-bitrator-s,  who  tend  to 
be  compromisers.  Decisions  should  be 
published  and  should  include  factual 
findings  and  opinions  and  conclusions. 
Decisions  should  be  reviewed  by  an  in- 
dependent (non-industry)  panel.  Puni- 
tive damages  should  be  permitted,  and 
awards  should  include  full  restitution, 
including  costs  and  legal  fees.  "Industry" 
panel  members  should  be  appointed  by 
state  secur-ities  regulator's  with  the  right 
to  deter-mine  qualifications.  The  possibil- 


A  NOTE  ONSCREEN  NAMES 

The  E-mail  addresses  included  with  letters 
received  on  America  Online  show  the  ad- 
dresses as  configured  for  transmission  via 
the  Internet.  America  Online  subscribers  re- 
sponding by  E-mail  should  enter  only  the 
designation  before  the  @  sign. 


ity  of  pr'oviding  representation  for  inves- 
tor's with  limited  resources  should  be 
considered. 

William  F.  Jordan 
Pr'ofessor  of  Accounting 
Flor-ida  State  Univer-sity 
Tallahassee 

Congr-atulations  on  the  excellent  arti- 
cle. Now,  how  about  a  piece  on  "Can 
you  trust  your  lawyer?"  I  have  been 
deceived  and  cheated  by  many  lawyers, 
but  never  by  my  stockbroker.  The 
statement  that  "too  many  br'oker's  are 
working  in  their  own  interests,  not 
your's"  could  easily  be  applied  to  all 
lawyers. 

Stockbrokers  ar'e  closely  watched  by 
the  SEC  and  state  authorities,  in  addition 
to  their  own  people.  But  there  are  close 
to  1  million  lawyer-s  not  watched  by 
anyone — except  themselves,  thr'ough  bar- 
associations. 

Keith  Wentz 
Wentz  Management  Co. 

San  Francisco 

I  was  stunned  to  r'ead  that  Merr'ill 
Lynch  claims  that  it  does  not  have 
sales  contests. 

As  a  matter  of  fact,  for  several  years 
Mer'rill  Lynch  has  had  what  is  known 
as  the  Master''s  Contest  in  which  points 
are  awarded  for  selling  a  Financial 
Foundation,  a  $175  (soon  to  be  $250) 
boiler'plate  financial  plan,  50  to  60  pag- 
es har'dbound,  that  is  the  centeri^iece  of 
Mer-r'ill's  new  thrust  to  become  a  plan- 
ning-based  firm.  Financial  consultants 
who  obtain  enough  points  win  trips  to 
exotic  locations.  The  1995  Master's  Con- 
test is  going  on  right  now. 

Richard  S.  Haas 
Sarasota,  Fla. 
InfHwyHobo@aol.com 

Editors  note:  Merrill  Lynch  says  it 
does  not  have  contests  for  specific  prod- 
ucts, such  as  a  stock  or  a  mutual  fund. 
It  says  it  awards  trips  for  financial  con- 
sultants who  meet  various  criteria, 
which  include  providing  a  number  of 
financial  plans  for  customers  under  the 
Master's  Program.  It  denies  that  the 
approach  constitutes  a  contest  and  says 
the  plans  are  not  transaction-oriented. 


FULL  CONFIDENCE 

IN  HONEYWELL'S  MANAGERS 

In  my  interview  with  your  reportei 
for  your'  r'ecent  stor'y  "Not  so  swee' 
times  at  Honeywell"  (The  Corporation 
Feb.  20),  I  stated  the  board's  consensu: 
view  that  Hone;y'well  Inc.  managemen 
has  perfor'med  well  in  a  very  tough  en 
vironment.  I  confii'med  our  confidenc 
in  their  leadership  and  their  ability  t' 
expand  the  company,  improve  margins 
and  incr'ease  shar'eholder  value. 

I  would  have  thought  an  on-the-r'ecor 
statement  fi'om  the  dir-ector  who  over 
sees  the  boar-d's  evaluation  of  top  mar 
agement  would  discredit  a  comment  froi 
an  unnamed  sour'ce  saymg  that  dire( 
tor's  have  put  senior  management  "o 
notice."  Since  you  chose  to  use  it  anywa; 
let  me  say  again  that  it  simply  isn't  tru( 
James  J.  Howard  II 
Chair-man  and  CE 
Norther'n  States  Power  Ci 
MinneapoT 

THE  SAFEST  BET 

ON  SOCIAL  SECURITY  

Rober-t  Kuttner  suggests  Social  S( 
curity  trustees  should  assume  wag 
gr'owth  of  1.7%  and  br-eak  out  the  char 
pagne  ("Social  Security:  If  it  ain't  brok 
don't  tinker,"  Economic  Viewpoint,  Fe 
20).  The  prudent  cour'se  would  be  to  loc 
at  history  and  make  the  modificatioi 
based  on  r-ecent  trends.  If  this  wei 
done,  and  if  wage  gTowth  did  indeed  j 
to  1.7%,  the  worst  thing  we  could  say  ■ 
"Sorry,  we  have  this  huge  surplus,  ai 
all  these  workers  who  paid  into  Soci- 
Security  will  receive  their  benefits." 

Mar-k  Eckenweil 
Newport  Coast,  Cal 
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BUSINESS  REALITY 


Find  the  perfect  solution 

fc)ryoiir  business  and 
the  problem  will  change. 


No  company  is  a  stranger  to  change. 
Whether  or  not  change  is  a  habihty, 
however,  depends  on  the  tlexibihty  ot 
your  information  system.  Therein  hes 
the  beauty  of  Sybase. 

We're  one  ot  the  largest  companies 
in  the  software  industiy  because  oi  a 
simple  but  profound  idea:  Information 
systems  that  adapt  to  change  give  you  a 
sustainable  business  advantage. 

Other  companies  sell  you  a  short- 
term  fix  with  a  long-term  drawback. 
You  get  locked  into  doing  things  their 
way.  By  contrast,  Sybase  solves  \'our 
immediate  needs  wathin  an  adaptable 
architecture  that  lets  you  build  flexibility 
into  all  of  your  operations.  From  order 
processing  to  marketing  to  finance. 

That  explains  why  companies  like 
Federal  Express,  MCI,  and  Avis  have 
chosen  Sybase.  So  call  1-800-SYBASE-l, 
ext.  6832  to  learn  more. 

It  'll  be  well  worth  your  time.  Because 
tomorrow,  ex'eiA'thing  will  change. 

ISybase 

Architected  for  Change- 


Ik- U.S.  caU4l(»-224-8044.  ©  1995  Sybase,  inc. 
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MIDDLE  CLASS  DREAMS 

The  Politics  and  Power  of  the  New  American  Majority 

By  Stanley  B.  Greenberg 
Times  •  338pp  •  $25 


THE  SEETHING 
MAJORITY 


In  the  world  of  political  analysis,  Ma- 
comb County  in  suburban  Detroit 
is  legendary.  During  the  1960  Pres- 
idential election,  this  white,  blue-collar 
enclave  was  the  most  Democratic  sub- 
m-b  in  the  U.  S.  But  in  1980,  nearly  70% 
of  the  votes  went  to  Ronald  Reagan. 
At  the  request  of  local  Democrats,  a 
Yale  University  professor  named  Stan- 
ley B.  Greenberg  went  to  Macomb  to 
make  sense  of  all  this.  In  a  well-regard- 
ed study,  he  wrote  that 
Reagan  Democrats,  bat- 
tered by  auto-industry 
layoffs  and  rising  taxes, 
felt  the  Democratic  Party 
had  abandoned  them. 

Gi'eenber'g  later  joined 
Bill  Clinton's  1992  Presi- 
dential campaign,  helping 
to  hone  a  populist  mes- 
sage that  won  back  many 
working-class  families. 
But  in  last  year's  con- 
gi'essional  elections,  low- 
er-middle-class voters 
who  considered  them- 
selves Democrats  once 
again  went  with  the  gop. 

The  stunning  1994  upset  forced 
Greenberg,  who  is  the  White  House 
pollster,  to  I'evise  Middle  Class  Dreatns: 
The  Politics  and  Power  of  the  New 
Aniencan  Majority,  which  was  in  gal- 
leys last  fall.  The  book  then  ended  with 
Clinton's  election  and  its  i)ossibilities  for 
Democratic  renewal.  Still,  in  the  fin- 
ished version,  Greenberg  sticks  to  his 
basic  premise:  Middle-class  voters  are 
sick  of  both  paities.  They  have  realized 
that  "the  Democratic  Party  no  longer 
championed  the  common  peoj^le,  and  the 
Republican  Party  no  longer  enriched 
the  many." 

This  "crash  of  the  dominant  and  in- 
spiring visions  that  gave  Americans  con- 
fidence" has  left  voters  angiy  and  dispLi- 
ited.  Now,  both  parties  are  scrambhng 
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MIDDLE 
CLASS 
DREAMS 

THE  POLITICS  AND  POWER 
OF  THE  NEW  AMERICAN  MAJORITY 


to  wiite  "a  new  social  compact"  to  win 
back  Middle  America.  Greenberg  gives 
Democrats  the  odds,  dismissing  the  1994 
Republican  romp  as  "reflecting  no  gi-eat- 
er  confidence  in  the  party  or  top-down 
Reaganism." 

Gi'eenberg  traces  how  both  parties 
managed  to  alternately  hold  middle-class 
affections.  Republicans  stayed  in  as  long 
as  their  "top-down"  view  of  business 
leadership  led  to  growth.  Democrats 
prevailed  when  a  "bot- 
tom-up" approach  was 
more  appealing — in  eras 
of  janing  change,  such  as 
the  Great  Depression, 
when  voters  sought  gov- 
ernment help.  But  mid- 
dle-class disillusionment 
began  in  the  Johnson  Ad- 
ministration. To  strug- 
gling workers,  the  Great 
Society — and  subsecjuent 
Democratic  strategies — 
naiTOwed  the  definition  of 
the  "common  people"  to 
mean  minorities  and  the 
poor.  They  also  felt  be- 
trayed by  the  Reagan  Revolution,  says 
Greenberg,  because  supply-side  econom- 
ics did  nothing  for  them.  Voters,  says 
Greenberg,  were  ready  for  anyone  that 
placed  iniddle-class  economic  issues  first. 

Clinton  seemed  the  answer,  Green- 
berg writes.  He  rejected  the  "false 
choices"  between  left  and  right,  devising 
a  message  that  bridged  the  interests  of 
the  working  classes  and  the  poor.  The 
agenda  included  job  training  for  the 
middle  class,  government  reform,  and 
the  end  of  some  coiporate  ta.x  breaks. 
The  message  resonated.  Bush  lost  many 
Reagan  Democrats  and  lower-middle- 
income  voters  he  had  won  ovei'  in  1988. 

Greenberg's  discussion  of  the  pitfalls 
facing  both  paities  is  on  the  mark,  but 
his  affiliation  with  Clinton  hobbles  his 
analysis  of  how  far  his  man  can  go  in 


foi'ging  a  new  coalition.  Tr-ue,  compare 
with  previous  Democratic  Pi-esidenti; 
candidates,  Clinton  did  better  among  ii 
dependent  men.  Republicans,  whites,  an 
lower-middle-class  voters.  But  Ros 
Perot  won  19%  of  the  vote — mostly  th 
swing  voters  the  major-  parties  covetei 
And  Clinton's  43%^  of  the  vote  was  th 
same  as  Hubert  Humphrey's  in  th 
thi'ee-way  race  in  1968.  In  other  word 
the  core  of  Clinton's  support  came  fro: 
groups  that  tr-aditionally  vote  Democi-ati 

And  Greenber-g  absolves  his  boss 
much  of  the  blame  in  1994.  In  suivej 
and  focus  groups  mentioned  in  his  pos 
election  update  of  Middle  Class  Dream 
he  finds  a  seething  elector-ate.  Americ 
he  says,  "may  be  doomed  to  a  faik 
politics . . .  incapable  of  recapturing  tl 
public's  imagination."  But  Greenber 
doesn't  hold  Chnton  accountable.  1 
says  only  8%  of  voters  cited  Clinton 
describing  the  "mess  in  Washington." 

Greenber-g  knows  better.  In  a  pos 
election  poll  for  the  centrist  Democrat 
Leadership  Council,  he  found  th 
Souther-ners,  particularly  independent 
"turned  against  the  Democratic  Par 
and  the  Pr-esident.  By  a  2  to  1  margi 
these  independents  thought  Clinton  w 
taking  the  country  in  the  wi-ong  dire 
tion."  Clinton  was  not  pleased  that  I 
pollster-  released  these  findings — ar 
they  ai'en't  in  the  book. 

Gr-eenber-g  lists  numer-ous  reasons  f 
middle-class  anger-,  fi-om  partisan  bickf 
ing  to  the  dominance  of  special  interes 
to  high  taxes.  But  Clinton's  r-ole  can't 
ignor-ed.  While  he  brilliantly  tapped  in 
middle-class   anxieties   in  1992, 
dr-opped  the  ball  in  office'.  He  failed 
push  for  a  middle-class  tax  cut,  cai 
paign-finance  and  lobby  refor-ms,  and 
welfare  over-haul.  His  health-care  pi 
was  a  debacle.  His  Reinventing  Go  I 
emment  efforts  got  scant  attention.  l\ 
job-training  plans  went  nowhei-e. 

Since  the  election,  Clinton  has  r 
vived  his  middle-class  theme.  Given  t 
growing  saliency  of  the  affirmati\ 
action  issue,  it  may  be  trickier  this  tii 
for-  Clinton  to  bridge  the  gap  betwe 
Macomb-ty])e  voter-s  and  minorities.  E  ^ 
if  Gr-eenberg  is  right,  neither-  party  c 
expect  voter  loyalty  unless  it  comes 
with  a  new  contr-act  with  worker-S' 
lives  up  to  it. 

BY  SUSAN  B.  GARLA 
Wasliington  Correspondent  Garla 
covers  the  White  House. 
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GREENBERG  ABSOLVES  CLINTON  OF  MUCH  OF 


THE  BLAME  IN  '94-BUT  HE  KNOWS  BETTER 
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MEETINGS 


ONES 

NOBODY 
HAS  TO 

ATTEND. 


You  don't  have  to  get 

a  cab.  Or  on  a  plane. 

With  networkMCi  Con- 
rencing,  ail  you  have 
'  get  on  is  the  phone. 

Call  in  or  fax  your  res- 
vation,  and  we'll  do  the 
St,  connecting  you  to  as 
any  as  1,000  people  at 
time.  (Try  fitting  that 
any  In  your  conference 
om.) 

We  even  guarantee*  that 
)ur  meeting  will  start  on 
hedule. 


netwofkMCI  Conferencing 
offers  businesses  the 
reliability  and  quality  of 
MCf 's  fiber-optic  network, 
the  convenience  of  24- 
hour  service,  and  the 
flexibility  of  four  billing 
options. 

Actually,  for  a  limited 
time,  we're  offering  a  fifth 
option:  your  first  cali*^is 
free. 

For  more  information, 
just  call  1-800-475-3555.  A 
meeting's  not  necessary. 


J 

ii  \ 

CONFERENCINIi 

Conferencing  guarantees  domestic  dial-out  calls  begin  no  later  than  10  mm  afler  the  reserved  time,  assuming  each  participant's  availability  Applies  to  domestic  dial-oul  calls  only  It  MCI  fails  to  meet  above  stipulations,  subscriber 
lOtify  MCI  in  wrili.ig,  and  receive  a  credit  equal  to  the  charge  for  that  call-"New  networkMCi  Conferencing  customers  will  receive  a  free  audio  conference  call,  not  lo  exceed  300  mm.  Calls  over  300  mm.  will  be  billed  at  applicable 
and  a  credit  will  be  received  for  free  mm.  Sign-up  and  free  call  must  occur  between  2/1/95  and  4/30/95,  Otler  cannot  be  combined  with  any  other  networkMCi  Conferencing  promotion.  ©networkMCi,  Inc.  1995. 


I  think  you  look  for  ideas  that  appeal  to 
you,  then  sit  in  the  back  row  during  pre- 
views and  watch  how  the  audience  reacts. 

Back  in  the  old  days,  animation  meant 
funny  little  five-mmute  cartoons, 
but  Walt  turned  it  mto  an  art  form. 
And   when   the   academy  nominated 


it's  a  wall  -  in  effect.  With  a  play,  the  wall 
goes  away,  and  the  audience  plays  as 
much  of  a  part  in  the  success  of  a  show 
as  the  cast.  The  energy  goes  both  direc- 
tions, and  It's  electric  when  it  works. 

I'd  say  Broadway  and  Disney  and 
American  Express  go  together  very  nicely. 


tl||D$  ARI  STILL 
AND  $IJIT$  ARINIT  SCIUIAKINO, 
h   YOU  KNOW  IT'S  WORKINO*^ 


"Beauty  and  the  Beast"  for  Best  Picture,  that 
was  an  unbelievable  step  up  for  all  of  us. 

I  think  we  were  about  halfway  done 
with  the  movie  when  we  started  saying, 
"This  could  be  a  great  Broadway  musical - 
all  the  elements  are  there."  When  you  make 
a  film,  people  just  watch  the  screen; 


The  old  thing  about  'don't  leave  home 
without  it'  IS  really  true.  It's  always  there 
when  you  need  it,  wherever  you  go. 

The  American  Express"  Card  is  welcomed 
on  Broadway  and  other  magical  places. 
Roy  E.  Disney,  Vice  Chiairman  of  the  Board, 
The  Walt  Disney  Company 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

THE  PALMTOP 
COMES  OF  AGE 


It  has  taken  a  long  time, 
but  Apple  Computer's 
Newton  is  finally  making 
the  transition  from  being  a 
curiosity  that  sort  of  reads 
your  handwriting  to  a  ma- 
chine that  does  real  work. 
Newton's  maturity,  along 
with  new  products  fi'om  Mot- 
orola, Sharp  Electronics,  and 
others,  raises  the  odds  that 
personal  digital  assistants 
may  become  useful  business 
tools. 

The  latest  Newton, 
the  MessagePad  120, 
offers   only  modest 
hardware  improve- 
ments, such  as  a  dou- 
bling of  the  maximum 
built-in  memoiy  to  2 
megabytes.  For  users, 
the  change  that  mat- 
ters is  cheaper,  more 
powerful  software 
that    gets  around 
Newton's  legendary 
difficulties  reading 
handwriting,  making 
it  easier  to  use  online 
services  and  to  help 
you  track  expenses. 
SHORTHAND.  Soft- 
ware has  gotten  bet- 
ter and  cheaper  in 
part  because  Apple 
has    realized  that 
nearly  all  Newlon  buyers  al- 
ready own  either  a  Macin- 
tosh'(about  75%)  or  a  Win- 
dows PC.  Originally,  almost 
all  add-on  Newton  progi'ams 
ran  on  credit-card-sized  plug- 
in  cards,  which  are  far  more 
expensive  than  floppy  disks. 
To  make  matters  worse,  the 
Newton  still  has  only  one 
slot,  and  that  is  usually  filled 
by   an   auxiliary  memory 
card. 

Now,  most  software  is  dis- 
tributed on  floppy  disks  and 
is  downloaded  to  the  Mes- 


sage Pad  using  a  .$99  Mac  or 
Windows  Connection  Kit. 

The  most  important  of  this 
new  breed  of  software  is 
Graffiti  ft'om  Palm  Comput- 
ing. This  $79  utility,  also 
available  for  the  Sonv  Magic 
Link  (BW— Oct.  10)  and  Mo- 
torola's Marco  and 
Envoy  pdas  (BW — 
June  13),  lets  you 
use  a  sort  of  print- 
ed short- 
hand in- 


TWO  NEW 
PDAs 

MODEL  

NEWTON 
MESSAGEPAD 

120 

(BOTTOM) 

ZAURUY 
ZR-5000FX 

(TOP) 


FEATURES 

"l  MB  RAM, 
2400  bps 
data/9600  bps  fax 
modem. 

"2  MB'rAM", 
keyboard. 
2400/9600  fax 
modem. 


LISTPRICE 

'$699 


DATA  APPLE  COMPUTER  INC  ,  SHARP  ELECTRONICS  CORP 

stead  of  personal  handwTiting 
on  the  Newton  or  the  tiny 
onscreen  "keyboard"  on  the 
Newton,  Magic  Link,  and  En- 
voy. I  was  pleasantly  sur- 
prised to  find  that  it  took  me 
only  a  few  minutes  to  learn 
to  write  letters  the  way  Graf- 
fiti wants.  An  "a,"  for  exam- 
ple, is  wiitten  hke  a  capital 
"A"  with  no  crossbar.  With 
an  hour  or  so  of  practice,  I 
could  write  quickly  and  with 
near  100%  accuracy. 

Graffiti  makes  other  appli- 
cations far  more  usable.  One 


beneficiary  is  Ex  Machina's 
$80  PocketCall,  which  lets 
you  call  online  services  and 
bulletin  boards.  Then  there's 
Black  Labs'  $99  cis  Retriev- 
er, which  is  a  big  help  for 
calling  CompuSei've  Inc.  from 
your  Newton.  Later  this 
spring.  Intuit  Inc.  plans  to 
ship  a  long-awaited  Newton 
version  of  its  Pocket  Quicken 
financial-management  pro- 
gi-am  similar  to  those  avail- 
able for  Envoy  and  Magic 
Link. 

PDAS  still  have  a  long  way 
to  go  to  realize  their  full  po- 
tential. The  biggest  problem 
remains  communications.  The 
external  modem  is  about  the 
■;ize  of  a  pack  of  cards 
and  is  very 
awkward  to 
use  unless  you 
are  seated  at  a 
desk.  The  $339 
Motorola  Select 
cellular  modem  al- 
lows you  to  connect 
through  your  cellular 
hone — but  the  job  vir- 
tually recjuires  three  hands. 
Furthermore,  wireless  will 
remain  impractical  for  most 
users  until  radio  communica- 
tions become  reliable,  more 
available,  and  cheaper. 
EVER  TINIER.  While  Newi;on 
has  been  struggling  to  cre- 
ate a  wholly  new  idea  in  com- 
puting, the  ZPv-5000  Zaurus 
is  a  logical  extension  of 
Sharp's  successful  Wizard  or- 
ganizer line.  Thinner  and 
lighter  than  the  Newton  and 
incoiporating  a  real,  if  dimin- 
utive, keyboard,  the  Zaurus 
offers  limited  software.  But 
it's  handy  for  keeping  track 
of  contacts,  schedules,  and 
chores.  I  found  that  its  mo- 
dem, wMch  attaches  fuTnly  to 
the  side  of  the  device,  makes 
the  Zaiuus  easier  to  use  than 
the  Newton  to  send  off  a 
quick  fax. 

PDAS  Still  aren't  for  every- 
one. But  if  you  need  super- 
mobile  computing  in  a  pack- 
age small  enough  to  fit  a 
pocket — at  least,  a  big  one — 
the  products  and  their  new 
software  are  worth  a  fresh 
look. 


BULLETIN  BOARD 


WEB  SIGHTINGS 
INVESTMENT  INFO 

Internet  surfers  have  learned 
that  the  World  Wide  Web  is 
relatively  poor  in  financial  and 
investment-related  informa- 
tion. A  good  starting  point  on 
the  Web  for  exploring  such  fi- 
nancial sites  as  exist  is  of- 


rEJ^i;Zr-:,-rrs;n 

1  WALL  STReer  NEWS 

IWSTN  ^    -  ^^^M 

fered  by  Wall  Street  News 
(httpV/wall-street-news. 
com/forecasts).  The  home 
page  provides  links  to  such 
resources  as  the  University  of 
Texas'  financial  economics 
server  and  the  Chicago  Mer- 
cantile Exchange's  informa- 
tion on  commodities  trading. 
Also  available:  a  free  E-mail 
service  offering  snippets  of 
advice  from  the  publishers  of 
four  dozen  investment  news- 
letters, 

CORPORATE  SYSTEMS 
DATA  FISHING  PONDS 

Efforts  by  corporations  to  cen- 
tralize vast  stores  of  informa- 
tion in  "data  warehouses"  are 
counterproductive,  according 
to  a  new  study  by  Forrester 
Research,  based  in  Cam- 
bridge, Mass.  The  problem  is 
that  no  matter  how  hard  in- 
formation-system staffs  work 
to  make  the  data  accessible, 
it  often  goes  unused  and  ig- 
nored by  employees,  "who 
have  neither  the  time  nor 
the  training  to  navigate 
these  oceans."  Instead,  For- 
rester recommends  that  com- 
panies build  "fishing  ponds": 
local  databases  designed 
to  give  business  units 
the  specific  information 
they  need. 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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A  wing  and  no  prayer. 


To  keep  up  with  the  accelerating 
)ace  of  change,  organizations  are 
)eing  forced  to  reshape  themselves 

But  unless  improvements  impact 
ill  areas  of  the  enterprise,  the  race 
nay  be  over  before  it  starts. 

So  instead  of  focusing  on  just  one 


part  of  an  organization,  Andersen 
Consulting  can  help  you  transform 
the  whole.  And  rather  than  merely 
recommending  how  the  components 
should  fit  together,  we'll  work  with 
you  to  help  make  sure  that  they  do. 
Because  these  days,  organizations 


that  don't  transform  are  likely 
to  end  up  in  the  soup. 

Andersen 
Consulting 

AKTHUR  ANDERSEN  &  CO.,  S.C. 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


BAILOUTS  ARE  BAD  MEDICINE- 
IN  MEXICO  OR  ELSEWHERE 


MISGUIDED: 

No  one  wants 
to  see  more 
fiscal  crises, 
but  a  new  fund 
for  nursing 
sick  nations 
would  do 
nothing  but 
reward  poor 
policies 


Rudi  Dornbusch  is  professor 
of  economics  at  Massachusetts 
Institute  of  Tecfinology 


While  the  memoiy  is  still  fresh,  there 
are  two  lessons  to  be  drawn  ft"om 
Mexico's  collapse.  Sharp  practices 
in  currency  and  debt  management  can  go 
badly  wrong.  And  we  shouldn't  institute  a 
world  rescue  fimd  for  the  debts  and  cuiren- 
cies  of  mismanaged  economies. 

Mere  months  ago,  Mexico  was  eveiybody's 
darling.  All  those  fine  reforms  notwithstand- 
ing, Mexico  made  the  critical  mistake  of  over- 
valuing its  cuiTency  and  hanging  on  and  on. 
Wage-price  agi-eements  perpetuated  inflation 
and  stood  in  the  way  of  competition  and  em- 
ployment. The  central  bank  expanded  credit 
at  a  vigorous  rate,  financing  rather  than  stem- 
ming the  capital  flight. 

The  mistake  was  not  the  Dec.  20  devalua- 
tion— by  that  time,  the  central  bank  was  flat 
broke,  and  there  was  no  alternative.  The  mis- 
take was  to  procrastinate  and  then  swallow 
the  poison  pill  of  dollar-valued  short-maturity 
debt.  That  is  why  Mexico's  economy  is  death- 
ly ill  today.  When  Mexico  ran  out  of  money,  it 
had  two  crises  in  one:  a  currency  crisis  that 
could  be  remedied  only  by  a  deep  depreciation 
of  the  peso  and  a  debt  crisis  that  arose  fi'om 
the  totally  liquid  dollar  debt.  The  disillusion- 
ment of  investors  was  such  that  nobody  knew 
whether  Mexico  was  iUiquid  or  insolvent, 
which  meant  that  even  30%  to  40%  interest  in 
dollars  wasn't  enough  to  lure  investors. 

As  fai-  back  as  the  South  Sea  Bubble,  inves- 
tors have  been  had  in  foreign  stocks  and 
bonds.  Shouldn't  they  have  been  suspicious 
of  52%  stock  returns  on  average  in  1989-93?  A 
realistic  assessment  of  Mexico  would  have  in- 
cluded a  look  at  the  downside.  Among  the  in- 
dications foreshadowing  trouble  were  these:  no 
growth  to  speak  of  (compared  with,  say,  Asia 
or  Chile),  a  huge  external  deficit,  a  conspicuous 
currency  oven-aluation,  a  rising  incidence  of 
nonpeiforming  loans  in  the  banking  system, 
and  capital  flight  by  wealthy  Mexicans. 
SEARCH  FOR  STABILITY.  So  don't  feel  Sony  for 
investors  in  Telefonos  de  Mexico,  cetes,  or 
tesobonos.  From  tuhp  booms  to  Mexican  loss- 
es, the  inle  is  caveat  emptor.  The  next  round 
of  investor  in  Me.xico  should  move  in  only  af- 
ter they  see  a  genuinely  independent  central 
bank,  a  competitive  exchange  rate,  a  moder- 
ate external  deficit,  the  end  of  wage-and-price 
guidelines,  and  a  prospect  for  growth.  Any- 
thing else  means  instabihty,  both  financial 
and  pohtical. 

Should  we  institutionalize  rescue  opera- 


tions into  some  sort  of  lender  of  last  resoit, 
help  is  on  hand  in  a  more  timely  fashioi 
There  are  two  ways  the  international  comm 
nity  can  face  a  financial  crisis  in  any  countr 
One  is  to  look  the  other  way.  In  that  cas 
holders  of  stock  suffer  capital  losses,  ar 
bondholders  are  exposed  to  default  and  a  r 
structuring,  unilaterally  or  with  the  crec 
tors.  There  is  ample  precedent  for  this  a 
proach — witness  the  bondholders'  protecti^ 
associations  that  flourished  in  the  19th  cent 
ry  and  functioned  even  into  the  1960s.  T 
other  way  is  for  the  Group  of  Seven  and  tl 
International  Monetary  Fund  to  intervene 
a  crisis  and  ward  off  capital  flight  and  spec 
lative  attacks  with  a  financial  package 
overwhelmingly  large  that  even  the  Geor 
Soroses  of  the  world  would  have  to  back  o 
KICKING  TIRES.  Mexico  is  a  striking  examf 
of  what  can  go  wTong  in  the  heat  of  a  cris 
A  call  for  a  lender  of  last  resort  becom 
plausible,  and  nobody  wants  to  think  throuj 
the  consequences.  Any  proposal  to  create 
world  antispeculation  fund  for  poor  cred 
risk  coimtries  is  a  tenible  idea.  It  is  unthin 
able  that  we  would  bail  out  countries  th 
have  a  20-year  record  of  refusing  to  privati: 
thereby  perpetuating  fiscal  laxity  and  po 
currency  management.  Their  bad  debts  are 
place,  waiting  for  a  fiscal  showdown  with  d 
illusioned  investors.  A  fund  to  support  ecor 
mies  such  as  Greece  or  Italy  would  cost 
fortime,  i-eward  poor  policies,  and  more  lik( 
than  not  give  financial  mismanagement 
extra  half  year.  The  international  communi 
is  unwilling  or  unable  to  regulate  and  supc 
vise  effectively  w^hat  happens  in  a  soverei 
coimtiy's  public  finance  and  monetary  manaj 
ment.  The  international  community  must  gi 
a  firm  no  to  any  bailout  scheme. 

The  best  assurance  for  sound  moneta 
and  fiscal  policies  is  wary  investor-s  who  k 
the  tir-es  and  polic.\miakers  who  rise  or  fall 
their  policies.  Nobody  wants  a  crisis,  ev 
less  one  that  spreads  to  innocent  bystande 
Yet  in  a  world  of  sovereign  investor-s  a 
sovereign  pohc>miaker's,  socializing  the  los 
will  maximize  them.  Eur-ope's  reluctance 
follow^  U.  S.  leader-ship  in  the  Mexico  resc 
progr-am  r-eflects,  in  part,  a  perception  tl 
ther-e  was  r-eally  no  system  crisis  but  r-athe 
U.  S.  overreaction.  But  it  also  r-eflects  app 
hension  about  being  drawn  into  a  much  m( 
expensive  situation  than  is  alr-eady  on  t 
horizon  in  Southern  Europe. 
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I— lew:- 


Isn't  It  comforting  to  know  the  semiconductor  at  the  heart  of  your  product  is 
guaranteed  for  the  lifetime  of  your  product  warranty'?  Ask  our  customers  who  have  relied 
on  us  to  help  meet  their  needs  for  decades.  Or  ask  Todd  Olsen  of  Napa,  California  who 
finally  bought  a  computer  and  expects  it  to  work  flawlessly. 

And  it  will  because  it's  Powered  by  Motorola.  And  backed  by  our  Guarantee 
of  a  Lifetime.*  So  cellular  phones  ring,  beepers  beep,  cameras  click,  engines  start, 
computers  compute  and  life  moves  forward  with  an 
assurance  it  rarely  enjoys. 

Whether  part  of  your  job,  or  simply  part 
of  your  life,  our  products  are  guaranteed  to  perform. 
Which,  these  days,  is  the  stuff  dreams  are  made  of. 

MOTOROLA 

Semiconductor  Products  Sector 


POWERED  BY 

MOTOROLA 


The  Motorola  Guarantee  of  a 
Lifetime.  Just  one  more  example 
of  Motorola's  commitment  to  total 
customer  success. 


•  Details  ai/ailable  in  Motorola's  standard  terms  and  conditions  Warranty  provided  only  through  Motorola  OEMand  distribution  customers. 
©  1995  Motorola.  Inc  All  rights  reserved  Motorola  and  the  M  are  registered  trademarks  of  Motorola,  Inc 


Economic  Trends 


BY  GENE  KORETZ 

THE  U.S.  BUDGET 
DOES  BALANCE 

If  you  don't  count  interest,  that  is 

Notwithstanding  the  cmrent  hue  and 
cry  in  America  over  bloated  gov- 
emnient,  it's  worth  noting  that  dowTisiz- 
ing  government  in  the  U.  S.  is  ah-eady 
well  under  way. 

For  one  thing,  economist  Joseph  Car- 
son of  Dean  Witter  Reynolds  Inc.  ob- 
serves that  spending  for  goods  and  ser- 
vices at  all  levels  of  government  last 
year  hit  its  lowest  level  as  a  percent 
of  gTOSs  domestic  product  in  more  than 
40  years  (chart).  With  the  Republican 
CongTess  now  drawing  a  bead  on  trans- 
fer payments  and  only  modest  tax  cuts 
hkely  to  pass  muster,  he  thinks  the  def- 
icit outlook  could  improve  significantly. 

A  critical  milestone  is  the  fact  that 
the  federal  government's  so-called  pri- 
mary balance — that  is,  its  budget  posi- 

U.S.  GOVERNMENT  SPENDING 
HITS  A  40-YEAR  LOW 


■54  '64  74 

▲  PERCENT  OF  GROSS  DOMESTIC  PRODUCT 

•EXCLUDES  INTEREST  AND  TRANSFER  PAYMENTS 
DATA  COMMERCE  DEPT 

tion  e.xcluding  interest  payments — has 
moved  into  surplus  for  the  first  time 
since  1989  and  seems  likely  to  i-emain  in 
the  black  next  year  as  well.  "Interest 
jjayments  reflect  the  government's  past 
sins,"  says  Carson.  "The  primary  bal- 
ance reflects  its  cuirent  fiscal  morality." 

With  the  pi'imaiy  balance  in  surplus, 
it  becomes  easier  to  cut  the  deficit  pro- 
gTessively.  Economist  Edward  S.  Hy- 
man  of  LSI  Group  Inc.  notes  that  federal 
receipts  so  far  in  fiscal  1995  are  8% 
over  last  year's,  while  outlays  including 
interest  ai'e  up  only  2% — trends  that 
could  actually  pi'oduce  a  balanced  bud- 
get witMn  a  few  yeare  if  they  contmued. 

Although  that's  an  impi'obable  dream, 
there's  little  doubt  that  the  pendulum  is 
swinging  toward  less  government  sjjend- 
ing.  Over  the  long  run,  says  Carson, 
that  should  produce  a  smoother,  less 
volatile  business  cycle,  with  lower  highs 


and  shallower  declines.  Over  the  short 
run,  it  implies  that  U.  S.  fiscal  policy, 
which  has  been  projected  to  be  essen- 
tially neutral  over  the  next  few  years, 
will  actually  be  a  bit  restrictive. 

The  good  news  is  that  the  impact  of 
fiscal  restraint  on  the  economy  is  likely 
to  be  offset  by  falling  interest  I'ates — ei- 
ther as  a  result  of  Fedei-al  Resei've  ac- 
tion 01-  the  behavior  of  the  financial  mar- 
kets themselves.  Indeed,  the  sharp 
75-basis-point  decline  in  five-year  Ti'eas- 
uiy  notes  since  the  start  of  the  year 
not  only  demonstrates  the  markets'  re- 
sponsiveness to  signs  of  a  coming  slow- 
down, but  also  offers  the  welcome  pi'os- 
pect  of  lower  outlays  for  interest  on  the 
national  debt. 


NOT  JIST  OTHER 
PEOPLE'S  MONEY 

CEOs  are  huge  stockholders,  too 

When  top  corporate  officers  say 
they're  looking  out  for  the  inter- 
ests of  shareholders,  they're  not  just 
talking  about  outside  investors.  An  anal- 
ysis of  proxy  statements  of  the  100  larg- 
est U.  S.  industrial  coiporations  by  con- 
sultants William  M.  Mercer  Inc. 
indicates  that  the  median  value  of  com- 
pany shares  owned  by  chief  executive 
officers  at  the  end  of  last  year  was  a 
cool  $16.5  million. 

If  you  add  the  holdings  of  other  top 
executives  and  dii-ectoi-s,  then  the  tyjDical 
company's  top  brass  owns  nearly  $93 
million  worth  of  its  shares,  or  almost  1% 
of  the  market  value  of  the  company's 
common  shai'es  outstanding.  So  America's 
top  executives  have  a  gi-eat  deal  riding 
on  their  own  company's  pertbrmance — 
and  the  stock  market  in  general. 


EUROPE'S  HIGH 
TAXES  CLIMB . . . 

Will  its  competitiveness  suffer'? 


Although  U.  S.  fiscal  poMcy  could  turn 
modestly  restrictive  this  year,  Eu- 
rojje's  fiscal  screws  are  being  tightened 
di-amatically.  Economists  at  The  Bank 
Credit  Analyst  note  that  many  Europe- 
an governments  must  .slash  their  deficits 
and  debt  burdens  to  meet  the  criteria 
for  entiy  into  the  European  Monetaiy 
Union  or,  in  sevei'al  cases,  to  avoid  I'uns 
on  their  currencies.  The  Organization 
for  Economic  Cooperation  &  Develop- 
ment indicates  that  Europe's  structural 
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deficit  will  contract  by  1%  of  gross  do 
mestic  product  thi-ough  1996 — the  most 
severe  tightening  of  fiscal  policy  in  re 
•cent  memory.  m  ■■■■■■wimh— — 

What's    more,      EUROPE'S  JOBLESS 
many    European      RATE  IS  SET  TO  FALL 
countries  are  r-ais-  12 
ing  taxes,  even  as 

they  try  to  limit     n  # — %- 

social    spending.  I  ^ 

Gasoline  taxes  are 
being  raised  in 
Britain,  France, 
Italy,  and  Spain. 
Alcohol  taxes  are 
rising  in  Britain 
and  Spain.  Value- 
added  taxes  are 
headed  higher  in 
Italy,  Spain,  Swit- 
zerland, and  Sweden.  And  income  taxe; 
are  rising  in  Gei-many  and  Sweden. 

This  reliance  on  higher  taxes  t( 
achieve  fiscal  balance  (after  a  spate  0 
tax-cutting  a  few  years  ago)  contrast; 
sharply  with  America's  gTowing  belie 
that  tax  hikes  can  be  dangerous  to 
nation's  economic  health. 


...  BUT  SO  SHOIILI 
EMPLOYMENT 

Low  labor  costs  are  a  good  omen 

Despite  Eiu'ope's  impressive  econo: 
ic  upturn  last  yeai;  employment  di 
clined  and  the  jobless  rate  hit  11.7%- 
reinforcing  the  view  that  the  Continent 
ability  to  create  jobs  is  badly  flawei 
Nonetheless,  Biiice  Kasman  and  Davi 
Mackie  of  J.  P.  Morgan  &  Co.  predii 
that  job  growth  is  about  to  rebound. 

The  two  economists  note  that  ec 
nomic  growth  and  industrial  productic 
ai-e  both  rising  faster  than  they  did  i 
the  recoveries  of  the  1970s  and  1980: 
and  European  companies  are  keeping 
much  tighter  lid  on  wages.  Indeed,  reij 
unit-labor  costs  in  Western  Europe  a: 
now  at  their  lowest  level  in  more  th; 
20  years  and  are  still  declining  as  pr( 
ductivity  posts  a  cyclical  upturn. 

That's  important,  because  nearly  all  ( 
Eurojie's  private-sector  job  creation  flur 
ing  recent  decades  occuired  in  period 
of  both  rapid  economic  growth  and  d( 
dining  real  labor  costs.  Based  on  th 
pattern,  J.  R  Morgan  projects  that  en 
ployment  in  Europe  should  climb  aboi. 
1%'  a  year  in  both  1995  and  1996.  An 
that  pickup,  together  with  a  slowdow 
in  gi-owth  in  the  labor  force,  should  1: 
enough  to  reduce  the  region's  joble^ 
rate  to  10%  by  the  end  of  next  year. 
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Not  police.  Not  government.  Kids.  If  they  can  make  it  without  cimgs,  there'd  be  no 
drug  problem.  That's  where  Youth  Power  "  comes  in.  More  than  a  drug  prevention 
program.  A  life  enhancement  program.  Kids  have  amazing  survival  skills.   Youth  Power 


strengthens  them.  Kids  can  make  important  contributions  to  the  world.   Youth  Power  shows  them 
how.  Academic  achievement.  Life  skills.  Community  service.  The  tools  that  give  kids  the 
power.  To  build  a  world  without  clmgs.  Call  1.800.258.2766  or  write  "Just  Say  No" 


International,  2101  Webster  Street,  Suite  1300,  Oakland,  CA  94612 


YOUTH/f>0  W^f  17 


We  tested  nearly  a  hundred 
leather  samples  from  around  the  globe. 
One  of  them  won  by  a  nose. 


©  19Q4  Infiwti  Division  of  Nissan  Motor  Corporation  U.S.A. 


of  all  the  things  that  have  come  to  define  a 
luxury  car,  one  is  so  familiar  and  so  expected  that 
the  average  huyer,  or  manufacturer  for  that  matter, 
doesnt  seem  to  think  much  ahout  it. 

We  refer,  of  course,  to  the  leather-appointed 
interior.  An  aspect  of  the  Infiniti*J30  that  our  design- 
ers have  thought  a  great  deal  ahout,  in  fact. 

Por  example,  they  did  extensive  testing  on  scores 
of  samples  in  an  effort  to  determine  the  ideal  leather 
for  the  J30.  And  it  wasnt  even  the  part  you  see  or 
sit  on.  fTliat  required  an  additional  battery  of  tests.) 
It  was  the  part  you  smell  The  aroma  that  greets  you 
the  first  time  you  open  the  door,  and  that  stays  with 
you  for  years  down  the  road. 

Now,  if  we  spent  that  much  time  and  effort  to 
appeal  to  only  one  of  your  senses,  imagine  how  much 
went  into  appealing  to  the  other  four. 

No  need  to  imagine,  actually.  Y)u  can  just  give 
us  a  call  at  1-800-341-4560  to  learn  more.  Or, 
even  better,  you  can  arrange  for  a  Guest  Drive  at 
your  Infiniti  showroom. 

And  experience  firsthand  the  advantages  all 
those  years  of  hard  work  have  earned  for  you.  Including 
the  sweet  smell  of  success. 

Its  everything  that's  possihie. 
INFINITI. 


Things  look  a  lot  better  with  a  team  on  your  side. 


Mary  Ann  Mobley,  actress,  former  Miss  America  and  her  husband.  Gary  Collins 


le{ 


Let  CCFA  help  you  put  together  a  personal  support  team  to  see  you  through. 


An  estimated  two  million  men,  women  and 
children  suffer  from  Crohn's  disease  or  ulcerative 
colitis.  Mary  Ann  Mobley  is  one  of  them. 

But  she's  one  of  the  lucky  ones.  The  unwa- 
vering support  of  her  family,  friends,  doctors, 
and  CCFA  have  helped  her  cope 
with  the  difficult,  sometimes 
devastating,  symptoms  of  her 


CCFA 


Crohn's  &  Colitis  Foundation 

of      America,  Inc. 

To  help  form  your  own  support  team, 
call  1»800»343»3637. 


dangerous  and  misunderstood  disease. 

If  you  or  someone  you  love  has  Crohn's 
disease  or  ulcerative  colitis,  don't  let  them  suffei 
alone.  Contact  your  local  CCFA  chapter 
to  learn  how  to  form  a  personal  support  team. 

Or  call  1-800-343-3637. 
It's  another  good  step  on  the 
road  to  recovery. 
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HE  ECONOMY  MAY  BE  HOTTER 
HAN  WALL  STREET  THINKS 


US.  ECONOMY 


A  DIFFERENT  LOOK 
TOYEAREND  GROWTH 


PeaiMiNARY  REVISED 

BilUONS  Of  1987  OOliARS,  ANNUAL  RATE, 
CHANGE  FROM  THIRD  QUARTER 
BATfc  COMMERCE  DEfT. 


Federal  Reserve  Chairman 
Alan  Greenspan  told  Congress 
Feb.  22  that  it  looks  as  if  the  economy  is  slowing, 
a  result,  Wall  Street  now  believes  that  Fed  tighten- 
!,•  is  on  hold,  if  not  finished,  and  the  financial  markets 
ve  swallowed  the  soft-landing  scenario  hook,  line, 
d  sinker.  There's  only  one  thing  missing:  Proof  that 
y  of  this  is  actually  coming  to  pass  (page  34). 

To  be  sure,  higher  interest 
rates  are  dampening  economic 
activity.  But  so  far,  most  of 
the  impact  is  concentrated  in 
housing,  while  the  fundamen- 
tal supports  for  demand  else- 
where remain  solid.  In  partic- 
ular, consumer  confidence  is 
still  high,  and  incomes  are 
strong  enough  to  fuel  a  sturdy 
pace  of  consumer  spending. 
Moreovei',  amid  the  ongoing 
ihnology  boom,  strong  profits  continue  to  nourish 
Dital  spending  by  businesses.  True,  exports  to  Mexi- 
will  suffer,  but  markets  for  the  other  93%  of  U.S. 
ports  are  improving. 

The  fact  is,  Greenspan  did  not  say  anything  much  dif- 
■ent  fi:'om  what  he  and  other  Fed  officials  had  said  in 
2vious  weeks.  The  only  thing  that  has  changed  is  the 
irkets'  interpretation.  If  the  data  in  coming  weeks  fail 
support  the  markets'  rosy  view,  the  recently  smooth 
le  on  Wall  Street  could  turn  bumpy. 

IE  POTENTIAL  POTHOLE  is  the  Commerce  Dept.  s 
dsion  of  fourth-quarter  gross  domestic  product.  It 
d  that  the  economy  gi-ew  4.6%  last  quarter,  instead 
4.5%.  More  important,  the  mLx  of  GDP  gi-owth  sug- 
sts  that  the  economy  is  better  capable  of  sustaining 
ich  of  its  1994  momentum. 

Growth  is  now  tilted  more  favorably  toward  demand 
d  less  toward  overrapid  inventory  gains  that  could 
w  output  in  coming  months  (chart).  Commerce  re- 
;ed  sharply  downward  last  quarter's  inventory 
Dwth,  from  $68  billion  to  $48  bilhon.  Final  sales  of 
ods  and  services,  instead  of  rising  only  3.7%,  now 
aw  a  robust  5.3%  gain. 

Consumer  spending  gi*owth  last  quaiter  was  revised 
ward  to  an  annual  rate  of  5%,  from  4.6%,  but  that 
se  was  still  well  below  the  brawny  7.7%  surge  in  real 
.ertax  incomes.  With  incomes  posting  another  solid 
in  in  January,  America's  consumers  appear  to  have 
i  means  to  spend  at  a  more  rapid  pace  than  the 


recent  softness  in  the  retail-sales  data  suggests. 

Not  surprisingly,  consumers  still  feel  upbeat  about 
their  current  economic  lots,  although  they  are  less  op- 
timistic about  the  future.  The  Conference  Board's  index 
of  consumer  confidence  dipped  to  99  in  February,  from 
101.4  in  January.  All  the  decline  occurred  in  the  expec- 
tations component,  while  households'  assessments  of 
their  present  situations  rose  (chart). 

The  Conference  Board  says  the  report  suggests  that 
consumers  are  still  quite  sanguine  about  the  economy 
and  that  they  see  no  signs  of  a  slowdown.  Historically, 
a  reading  around  100  has  been  consistent  with  a  "live- 
ly" economy,  says  the  Board. 

Households  did  report  a  decline  in  their  intentions  to 
buy  interest-sensitive  goods,  such  as  houses,  cars,  and 
appliances.  And  the  National  Association  of  Realtors 
said  that  sales  of  existing  homes  fell  to  a  two-year 
low  in  January.  But  so  far,  any  weakness  in  consumer 
demand  for  durable  goods  has  not  shown  up  in  manu- 
facturing activity. 

ON  THE  CONTRARY,  factory  orders  continue  to  come 
in  faster  than  companies  can  ship  the  goods  out.  Janu- 
ary orders  at  durable-goods  factories  rose  0.6%,  a  small 
gain  but  larger  than  generally  expected.  Excluding  a 
shaip  drop  in  defense  orders,  the  other  96%  of  industry 
bookings  rose  a  solid  2.6%.  After  a  sturdy  gain  in  the 
fourth  quarter  from  the  previous  quarter,  orders  began 
the  first  quarter  well  ahead  of  their  fourth-quarter 
level,  signaUng  continued  momentum. 

The  nation's  purchasing 
managers  did  point  to  a  slow- 
er pace  of  activity  in  Febru- 
ary, however.  Their  composite 
index  of  orders,  production, 
deliveries,  inventories,  and  em- 
ployment dipped  to  54.5%, 
from  57.9%  in  Januaiy.  Except 
for  inventories,  each  compo- 
nent declined.  The  closely 
watched  index  of  prices  paid 
for  materials  and  suppUes  also 
fell,  but  remains  close  to  the  15-year  high  that  it  hit  in 
December. 

Still,  the  trend  in  ordei-s  remains  up.  And  since  order 
books  are  filling  up  so  fast,  the  backlog  of  unfilled  or- 
ders is  swelling.  Excluding  aircraft,  unfilled  orders  rose 
1%  in  January.  That  gain  extends  a  12-month  string, 
with  the  largest  increases  coming  in  recent  months.  The 
rising  backlog  means  that  factories  have  plenty  of  or- 
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ders  in  the  pipeline  to  keep  production  lines  rolling 
and  payrolls  rising  (chart). 

Demand  by  Corporate  America  for  new  equipment 
also  remains  strong.  Factory  orders  for  nondefense 
capital  goods  rebounded  8.6%  in  January,  after  plunging 
bookings  for  new  aircraft  caused  a  steep  drop  in  De- 
cember. Excluding  planes,  orders  still  jumped  5.8%, 
putting  them  far  ahead  of  their  fourth-quarter  level. 

Buoyant  equipment  oi'ders  also  suggest  that  exports 
remained  strong  in  Januaiy,  since  foreign  demand  is  so 
heavily  weighted  towai'd  capital  goods.  The  Commerce 
Dept.  said  fourth-quarter  exports  were  much  greater 
than  was  first  thought,  contributing  to  a  naiTOwing  in 
the  GDP  measure  of  last  quarter's  trade  deficit,  instead 
of  the  widening  that  was  first  reported.  And  while  the 
purchasing  managers  expressed  concern  over  Mexico, 
their  measure  of  export  orders  remained  high. 

THE  RELENTLESS  STRENGTH  in  capital-goods  orders 
makes  the  fii'st  results  of  the  Commerce  Dept.'s  newly 
redesigned  survey  of  investment  plans  a  bit  suspicious. 
According  to  the  survey,  businesses  plan  to  increase 
their  outlays  for  new  buildings  and  equipment  by  6.6% 
in  1995,  unadjusted  for  price  changes,  down  sharply 
ft'om  the  13.7%  rise  expected  for  1994.  But  keep  in 
mind  that  the  survey  for  1994,  taken  as  late  as  last 
summer,  projected  a  gain  of  just  8.8%. 

Clearly,  business  investment  will  not  maintain  its 


EUROPE 


INDUSTRY  CAKT  FILL 
ORDERS  FAST  ENOUGH 


breakneck  pace  of  last  year,  but  healthy  profits,  risir 
operating  rates,  and  a  hint  of  more  pricing  power  i 
basic  industries  suggest  continued  pep  in  capital  spen( 
ing  in  the  fii'st  half  of  the  year.  Also,  much  of  the  ii 
vestment  boom  in  new  equipment  has  been  driven  b 
stinictural  forces,  including  the  push  to  enhance  con 
petitiveness,  not  by  the  business  cycle  alone 

And  it's  not  just  equipment. 
Businesses  are  also  starting 
to  add  new  plants,  especially 
in  manufacturing.  New  con- 
tracts for  plants,  offices,  and 
warehouses,  a  leading  indica- 
tor of  building  outlays,  jumped 
8%  in  January,  says  F.  W. 
Dodge  Div./McGraw-Hill  Inc. 
Overall  contracts  were  un- 
changed from  December,  re- 
flecting a  drop  in  housing  con- 
struction. But  over  the  past  year,  nonresidenti 
building  is  up  4%,  even  though  housing  is  down  11% 

With  the  ftmdamentals  of  capital  spending  and  co] 
sumer  demand  contradicting  Wall  Street's  increasing 
rosy  view  of  the  economy  and  Fed  poHcy,  it's  too  soc 
to  buy  into  the  Goldilocks  scenario  of  economic  growl 
that's  not  too  hot,  not  too  cold,  but  just  the  right  ten 
perature  to  keep  the  Fed  at  bay.  If  growth  starts  loa 
ing  hot  again,  investors  could  get  bumed 
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BRITAIN:  AFTER  BARINGS,  INFLATION  LURKS 


most 


The  collapse  of  Barings  plc  has 
temporarily  diverted  the 
Bank  of  England's  attention  from 
another  thorny  issue:  British  infla- 
tion. But  soon  enough,  the  price 
outlook  will  be  back  on  the  front 
buiTier. 

Inflation  wonies  had 
eased  a  bit  after  the 
sharp  drop  in  January 
retail  sales  and  the  re- 
cent softness  in  indus- 
trial output  and  auto 
sales.  Then  came  the 
February  survey  by 
the  Confederation  of 
British  Industry.  The 
CBi  said  the  economy 
wasn't  slovring  down  and  price 
pressures  remain  high  (chart). 

The  survey  found  that  manufac- 
turers expect  to  lift  output  in 
coming  months  at  the  fastest  rate 
in  seven  years.  Expectations  for 


FACTORIES  SHARPEN 
THEIR  EXPECTATIONS 
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orders  were  buoyant,  with  the  in- 
dex of  export  orders  at  a  record 
high.  And  the  percentage  of  com- 
panies expecting  to  raise  prices 
edged  down  only  sUghtly  below 
January's  five-year  high. 

The  monetary  au- 
thorities know  that 
companies'  pricing  be- 
havior will  depend  on 
the  strength  of  the 
economy.  On  that 
score,  exports  will 
continue  to  pov/er 
growth  this  year,  al- 
though imports  will 
come  in  faster,  and 
capital  spending  is  set 
to  pick  up.  The  cbi  survey  shows 
upbeat  investment  plans,  and 
bank  lending  to  corporations  has 
jumped  recently. 

Consumers  will  play  the  pivotal 
role,  however.  Februaiy  confi- 


dence was  down,  and  spending  re- 
mains depressed  by  higher  taxes 
and  three  interest-rate  hikes,  to- 
taling 1.5  points,  since  September. 
Still,  income  growth  should  im- 
prove because  of  more  hiring, 
overtime  pay,  and  profit-linked  bo- 
nuses. Overall,  the  economy  is  ex- 
pected to  grow  3.3%  in  1995,  after 
3.9%  in  1994. 

But  that's  too  fast  to  keep  infla- 
tion down.  Already,  factory-input 
prices  are  up  12%  fi'om  a  year- 
ago,  and  finished-goods  prices  are 
up  as  well.  Annual  retail  inflation 
picked  up  to  3.3%  in  January, 
from  2.9%  in  December,  and  high- 
er mortgage  costs  will  push  it  up 
more.  But  even  excluding  mort- 
gages, the  underlying  inflation 
rate  seems  destined  to  exceed  the 
Bank  of  England's  current  operat- 
ing target  of  2.5%,  implying  yet 
another-  rate  hike  by  spring. 
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'IBM  only  makes  servers 
for  huge  companies  with 
unhmited  budgets." 


( Hello,  how  does  starting  at  $3,000  sound?) 


The  days  when  only  FORTUNE  500®  companies  could  afford  IBM  are 
most  definitely  over.  Because  now,  lor  al)out  the  price  of  other  brands,  any 
business  can  choose  the  IBM  PC  Server  300  and  enjoy  what  IBM  customers 
have  come  to  expect. 

Namely,  servers  that  are  easy  to  upgrade  and  work  perfectly  with  other 
computers  and  peripherals  you  might  already  have.  Precision  IBM  reliability. 
And  HelpWare®  a  comprehensive  service  and  support  package  that  includes 
telephone  help  24  hours  a  day,  7  days  a  week. 

What's  more,  if  making  your  life  easier  is  high  on  your  list  ol  options, 
you  can  choose  an  option  of  ours— NetFinity' "2.01  software— which  makes 
managing  your  network  a  lot  simpler. 

For  details  on  how  to  get  the  most  out  of  your  PC  budget  by  getting  the 
most  PC  Server,  see  the  IBM  Authorized  Business  Partner  near  you.  Or,  for 
product  info  by  fax,  call  1  800  IBM-4FAX  and  key  in  ID#  .3078  or  3079. 


IBM  PC  Server  300: 

486  DX2/66MHz;  728MB  hard 
drive:  8MB  parity  memory 
expandable  to  128MB;  9  Bays; 
8  Open  Slots:  'M)-da\  money-hack 
guarantee:  3-year,  next-day.  on-site 
ndrranlv:  EISA/PCI  architecture. 


There  is  a  difference" 


PC  Direct  prices  and  offerings  are  subject  to  ctiange  or  witfidrawal  IVIB  means  million  bytes  Copies  of  IBM's  Statement  of  Limited  Warranty  available  by  calling  1  800  772-2227,  Dealer 
prices  may  vary  IBM  and  HelpWare  are  registered  trademarks  and  NetFinity  and  There  is  a  difference  are  trademarks  of  International  Business  Machines  Corporation  ©1995  IBM  Corporation. 
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THE  LESSO 
BARINGS*  S 


Treacherous  world  markets  demand  ever-tougheffion 


It's  a  long  way  fi-om  the  dreaty  public-housing  complex  in 
the  London  suburb  of  Watford,  where  Nick  Leeson  grew 
up  as  a  plasterer's  son,  to  Singapore's  exclusive  Orchard 
Road  section.  The  cocksure  head  of  futures  trading  in 
Baiings  PLC's  Singapore  office,  Leeson  earned  a  $1  million  bo- 
nus last  year,  drove  a  Porsche,  and  sailed  liis  yacht  on  week- 
ends off  Malaysia.  But  all  that  came  crashing  dowTi  with  the 
Feb.  25  revelation  that  Leeson,  28,  had  piled  up  .$L3  billion  in 
losses  on  spoiled  derivative  deals  in  Singapore  and  Osaka. 

In  one  humiliating  blow,  Leeson's  huge  trading  loss  wiped 
out  the  blue-blood  investment  bank's  .$900  million  in  ca])ital 
and  prompted  the  Bank  of  England  to  put  Baiings  into  bank- 
ruptcy. The  collapse  also  sent  shivers  down  the  spines  of 
bankers  around  the  globe.  "With  so  much  money  moving 
around  so  cjuickly,  this  is  the  kind  of  thing  all  of  us  wony 
about,"  says  Fii-st  Chicago  Coip.  ceo  Richai-d  L.  Thomas.  "It's 
stunning  to  think  that  a  288-year-old  institution  can  be 
brought  to  its  knees  ovemight." 

EYE-POPPING.  Stunning,  pei'haps.  But  not  totally  surpiising. 
Over  the  past  yeai-  or  so,  one  financial  shock  after  another  has 
hit  the  front  pages  and  cnn.  A  common  thread  mns  through 
them:  In  the  global  liquidity  boom  of  the  early  1990s,  when 
more  than  $1.5  trillion  in  U.S.  mutual-fund  money  flooded  the 
globe,  money  was  so  available,  markets  so  ebullient,  and 
profits  so  rich  that  simple  safeguards  and  controls  went  by 
the  board.  Now,  as  interest  rates  rise  and  the  margin  for  er- 
ror naiTows,  many  are  paying  a  high  price  for  inattention. 


Says  New  York  economist 
Henry  Kaufman:  "Whether 
it's  Mexico  or  Barings,  these 
problems  reflect  inadequate 
monitoring  and  supervision." 

By  any  standard,  the  list 
of  financial  accidents  since 
1994  is  eye-popping.  Hedge- 
fund  managei-  George  Soros, 
for  example,  dropped  $600 
million  by  misjudging  the 
strength  of  the  Japanese  yen. 
Procter  &  Gamble  Co.  lost 
$102  million  on  leveraged  de- 
rivatives purchased  from 
Bankers  Ti-ust  Co.  The  ven- 


BARINGS 


▲  After  Singapore-based 

trader  Nicholas  Leeson  ran  u  l"''f 
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some  $1.3  billion  in  losses  o 
Asian  futures  markets,  the  iiatior 
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Bank  of  England  forced  the 
233-year-old  securities  housff"'' 
into  bankruptcy  on  Feb.  26. 
Receivers  plan  to  sell  the 
firm's  mam  businesses  to  pa 
off  its  debts. 
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erable  investment  house  of  Kidder,  Peabody  &  Co.  was  so  i.^^  „, 
off  and  dismembered  after  Joseph  Jett  allegedly  ran  up  $3 
million  in  jjaper  profits  on  bogus  bond  deals.  Wealthy  Oran 
County,  Calif.,  went  bust  when  its  treasurer  made  a  sp«  ^ 
taculaiiy  wTong  bet  on  the  du'ection  of  rates.  And  Mexico,  t  (\  ,^^^ 
darling  of  emerging  markets,  had  to  seek  a  $53  billion  int(  jv  irn-, 
national  bailout  after  its  debt -fueled  economy  ran  out  of  ha 
cash. 

Now,  Barings  joins  the  casualty  list.  Administrators  frc 
Ernst  &  Young  are  selling  off  pieces  of  the  fii'm.  The  Dut  ivt 


bank  ABN  Amro  is  buyings  Barings'  corporate  finance  ur  |f^^ 
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A  In  December,  Mexico  slid 
into  a  crisis  after  the  govern- 
ment ran  down  its  currency 
reserves  defending  the  peso. 
Investments  that  had  fueled 
the  nation's  boom  fled.  Now, 
despite  a  $53  billion  U.S. -led 
bailout,  the  peso  is  17%  lower 
than  on  Jan.  2;  Mexican 
stocks  are  off  46%  since  fall. 


ORANGE  COUNTY 


<  On  Dec.  6,  Orange  County, 
Calif.,  filed  the  largest 
municipal  bankruptcy  in 
history  after  its  derivative- 
rich  investment  pool 
sustained  a  $1.7  billion  loss. 
The  loss  ate  into  operating 
funds  badly  needed  by 
schools,  water  districts,  and 
the  county  itself. 


▲  On  Apr.  12,  1994,  Procter 
Gamble  announced  a  $102 
million  aftertax  charge  to 
close  out  two  leveraged 
interest-rate  swaps.  P&G 
subsequently  sued  Bankers 
Trust,  charging  that  Bankers 
didn't  accurately  and  fully 
disclose  the  terms  and  risks 
of  the  two  swaps  it  did  for 
P&G.  Bankers  vigorously 
denies  the  charge. 


I  MeiTill  Lynch  &  Co.  and 
:  sdner  Bank  may  bid  for 
icr  parts.  But  long  after 
'  disposal  is  over,  regula- 
■.^  and  financiers  will  still 
asking  whether  Barings' 
nation  was  unique.  Many 
nk  not.  Warns  Bank  of 
luland  Governor  Eddie 
urge:  "What  happened  to 
rings  could  happen  to  any 

uncial  institution  in  the  world."  Especially  if  one  individu- 
is  given  enough  leeway  to  bet  the  entire  store. 
OSH  OF  FUNDS.  In  the  easy-money  boom,  too  many  secur- 
•^  executives  lost  the  ability  or  will  to  scnitinize  high-ener- 
traders  or  guard  against  unethical  salespeople.  Too  many 
ikers  and  CFOs  neglected  to  ask  whether  they  understood 

■  complexity — or  the  downside — of  the  liighly  levei-aged  de- 
;itives  they  were  using  to  hedge  financial  nsks.  And  as  an 
lux  of  some  $300  billion  in  foreign  portfolio  money  sent 
ick  and  bond  markets  soaring  in  developing  countries,  too 
ny  investors  and  fund  managers  stopped  asking  basic 
.'stions  about  disclosure,  accounting,  value,  and  risk. 
Fi:)itunately,  the  accidents  of  1994  and  '95  have  not  biwght 

■  hnancial  world  to  its  knees.  Even  with  the  Federal  Re- 
■\  e  and  some  European  central  banks  tightening,  so  many 
ilions  of  investment  dollars  are  still  sloshing  around  the 


►  On  Apr.  17,  Kidder  Peabody 
discovered  that  one  of  its 
traders,  Joseph  Jett,  had 
generated  $350  million  in 
phony  trading  profits.  After 
Kidder  declared  a  $210 
million  loss,  parent  General 
Electric  sold  the  unit  to  Paine- 
Webber  late  last  year.  Jett, 
who  claims  he  is  innocent,  is 
being  investigated  by  the  SEC 
and  the  U.S.  Attorney's  Office. 


globe  that  it's  hard  for  any 
one  event  to  disturb  the  mo- 
mentum for  long.  In  fact, 
faced  with  adversity,  the  glo- 
bal capital  market  has  done  a 
cr-edible  job  of  making  capi- 
tal flow  fi'om  the  basket  cases 
to  the  healthy. 

The  affair  has  caused  soul- 
searching  among  financiers 
worldwide.  "If  this  happened 
at  an  institution  that's  sup- 
posed to  be  high  cjuality, 
what's  going  on  at  lesser  in- 
vestment banks?"  asks  Henry 
T.  C.  Hu,  a  University  of  Te.x- 
as  professor  and  derivatives  expert.  "Perhaps  we've  been 
too  complacent,  and  tilings  aren't  as  clean  as  people  thought." 

Chastened,  the  world's  exchange  officials,  central  bankei-s,  and 
financiers  also  want  to  know  how  the  Baiings  meltdowTi  hap- 
pened and  how  they  might  prevent  another  one.  Wliat  they  ai-e 
leaiTiing  is  notliing  short  of  remai'kable.  It  shouldn't  be  possible, 
but  a  lone  trader  bought  enough  futiu-es  and  options  contracts 
in  thi'ee  weeks  to  amass  a  $27  billion  bet.  His  local  bosses,  the 
exchange  regiilators  in  three  Asian  cities,  and  Baiings'  manag- 
ers in  London  stayed  in  the  dai'k. 

Leeson's  trading-floor  peers  knew  something  was  up.  But 
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Leeson  acted  as  both  trader  and  manager,  often 
settling  his  own  trades  in  violation  of  exchange  rules 


they  didn't  sound  the  alarm,  because  Barings  had  been  taking 
huge  positions  for  years  in  Nikkei  stock-index  futures  as 
part  of  a  low-risk  arbitrage  operation  that  tried  to  profit 
fi'om  minute  price  differences  in  contracts  traded  in  Singapore 
and  Osaka.  Then,  around  Jan.  26,  Leeson  mysteriously 
switched  fi'om  arb  to  speculator  He  converted  all  his  con- 
tracts to  buys — most  likely  in  the  belief  that  the  destraction 
caused  by  the  recent  Kobe  earthquake  would  stimulate  the 
economy  and  push  up  the  Nikkei. 

When  the  stock  market  didn't  cooperate,  Leeson  sold  put 
and  call  options  to  raise  cash  for  margin  calls  and  bet  that  the 
market  would  settle  into  a  narrow  range.  But  as  the  Nikkei 
continued  falling,  Leeson  is  thought  to  have  made  one  last  roll 
of  the  dice  on  Feb.  20. 

His  losses  had  accumulated  to  about  $700  million,  and  the 
e.xchanges  wanted  Barings  to  put  up  more  cash  to  cover  his 
deficit.  The  Bank  of  England  says  Leeson  then  fooled  Baiings 
officials  in  London  into  waiting  checks  for  margin  calls,  like- 
ly by  saying  the  trades  were  on  behalf  of  a  corporate  client 
whose  funds  would  be  deposited  with  Barings  in  a  few 
days.  When  he  couldn't  produce  the  funds 
Leeson  fled,  leaving  behind  a 
note  saying:  "I'm  soiry." 

What  went  wrong  is  simple: 
Barings  allowed  Leeson  to  wear 
too  many  hats.  Preliminary  in- 
vestigations discovered  that  Lee- 
son was  both  trader  and  manager 
often  settling  his  own  trades.  That 
was  in  violation  of  Osaka  exchange 
rales  and  of  industiy  practice,  which 
keeps  traders  apart  from  back-of-  ? 
fice  staffers  who  confirm  transactions 
and  wiite  checks.  "Leeson  was  the 
ft'ont  office  and  the  back  office,"  says 
Graham  Newall,  head  of  futures  trad- 
ing at  Barclays  Bank  PLC.  "You  can't  stop 
someone  ft-om  going  berserk,  but  you  can 
have  a  system  to  catch  it  in  24  hours." 
NO  RANDOM  CHECKS.  A  Barings  source 
says  Leeson  was  allowed  to  clear  trades 
because  of  liis  previous  experience  as  a  set- 
tlement clerk  at  Morgan  Stanley  &  Co. 
Whatever  the  reason,  critics  say  Barings 
clearly  lacked  the  most  elemental  of  secur- 
ity systems  to  keep  track  of  its  traders' 
activities.  For  example,  Daniel  Hodson,  ceo 
of  the  London  International  Financial  Fu- 
tures Exchange,  believes  that  Barings 
lacked  informal,  back-channel  communica- 
tion links  with  exchanges,  as  well  as  simple  random  checks  of 
how  well  its  personnel  followed  rales.  And  many  outside  ob- 
servers say  Barings  management  neglected  to  investigate 
why  the  fiiTn's  trading  volume  was  soaring. 

To  catch  such  discrepancies,  some  investment  banks,  includ- 
ing Mf^nill  Lynch,  now  have  independent  risk-management 
units  reporting  directly  to  the  ceo.  Merrill  set  its  unit  up  af- 
ter losing  million  from  unauthorized  trading  in  1987.  But 
at  Barings,  says  Peter  Letley,  deputy  chairman  of  HSBC  In- 
vestment Banking  Ltd.,  "there  were  no  independent  con- 
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trols."  That's  all  the  more  dangerous  when  traders  are  deal- 
ing with  derivative  contracts  whose  value  can  fluctuate  vrild- 
ly  even  on  small  movements  in  stock,  bond,  or  cuirency  pric- 
es. Says  Robert  Gumerlock,  managing  director  for  risk  control 
at  Swiss  Bank  Corp.:  "Derivatives  can  give  you  enough  lev 
erage  to  blow  yourself  up." 

Paying  too  little  heed  to  this  reality  can  be  a  big  problen 
for  all  kinds  of  companies.  Abraham  M.  George,  ceo  of  Mul 
tinational  Computer  Models  Inc.,  helps  international  corpo 
rations  manage  currency  and  interest-rate  risk.  A  typica 
portfolio  these  days,  he  notes,  may  contain  a  bewildering 
an-ay  of  fixed  and  floating-rate  debt,  swaps  that  switch  amonj 
currencies,  options,  stractured  notes,  and  more.  He  doubts 
whether  many  executives  even  know  if  then-  own  treasurers 
understand  the  quirky  behavior  of  the  instruments  in  theii 
portfolios.  Asks  George:  "When  you  have  a  complex  position  '^'■^ 
do  senior  managers  know  what  it's  worth  at  any  given  time?'  " 
LURE  OF  LUCRE.  Investoi"s  ai"e  asking  much  the  same  questioi*"'^^! 
of  mutual  ftmds,  wMch  moved  more  than  $300  billion  ovei'sea^'';''^''' 
in  the  1990s  in  seai'ch  of  high  returns  in  emerging  markets.  I 
may  have  been  this  flood  of  foreign  capital,  as  much  as  eco""^ 
nomic  and  political  reforms,  that  enabled  emerging-marke  f^'P 
bourses  to  outperform  those  in  industrial  countries  by  near  Aflmini 
ly  3  to  1  in  the  eariy  '90s.  f!ie«P! 

But  as  markets  climbed,  many  novice  fund  manager! 
abandoned  common  sense  for  the  lure  of  a  quick  buck.  Eager  '"''f » 
ly  acquiiing  Chilean  bank  stocks  at  twice  book  value  or  Tha  "isitet 
telecom  issues  with  price-eamings  ratios  of  100,  "they  under  l^lic 
stood  how  to  ran  models,  but  they  didn't  really  under  "izes tl 
stand  whether  their  earnings  estimate  l^^f.^'l^ 
were  meaningful,"  says  Bruce  B.  Bee,  .'owl) 
veteran  global  money  manager  in  Denvei 
So  when  liquidity  staited  to  erode  last  yea] 
many  markets  that  were  high  on  U.S.  casl 
swiftly  returned  to  more  noiTnal  valuations  i'^- 

What  should  be  done  about  the  over  "it-  

sight  gap?  The  solution  probably  isn't  mor  itte 
regulation.  The  Bank  of  England  is  no\  thji 
under  fii'e  for  missing  another  m.ajor  case  c^m 
deception,  having  taken  heat  from  the  199  ton  ins 
failure  of  Bank  of  Credit  &  Commerc  fromtw 
International  (bcci).  But  "don't  talk  to  mlfet« 
about  rules,"  snaps  central  bank  chiefe; 
George.  "We've  got  rales  galore.  Unfortu  tONsiw 
nately,  we've  also  got  criminals."  pt-:::-  w 

Some  of  these  will  always  slip  through E.fi 
holes  in  the  system.  But  as  Barings  execD  proposal 
tives  found  out  too  late,  a  far  greater  wil;  fci  Q 
ingness  to  ask  tough  questions — in  goo  tef  an, 
times  and  bad — might  have  kept  the  histoi  !iv;ja  i); 
ic  investment  bank  alive.  When  the  market  dishes  out  disc  it-l  kil 
pline,  whether  because  of  Mexico's  economic  misdeeds  Qif:iieiri 
Barings'  trading  scandal,  punishment  can  be  swift  and  seven  !e:  pi-al ; 
By  refusing  to  bail  out  Barings,  the  Bank  of  England  mad  feitra] 
that  point  ciystal  clear  Not  eveiy  failure  can  be  prevente(  Hat  Grt 
But  a  good  deal  more  skepticism  would  go  a  long  way  towar  k  [  3 
limiting  the  losses.  lei-atej 
By  Paula  Dwyer  in  London  and  William  Glasgall  ti^restrj. 
New  York,  with  Dean  Foust  in  Washington  and  Greg  Burn  '"iDjfj 
in  Chicago 


by 
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By  Amy  Barrett  and  Dean  Foust 


IT'S  TIME  TO  GUILLOTINE  GLASS-STEAGALL 


For  more  than  60  years,  the  Glass- 
Steagall  Act  that  separates 
banks  and  bi-okerages  has  been 
m  Iron  Curtain  dividing  the  finan- 
cial-services industry.  Lenders  and 
brokers  have  coveted  each  other's 
territoi-y  and  maintained  massive  ar- 
mies of  lobbyists  to  repel  an  invasion 
3f  their  turf  by  the  enemy. 

But  now  it's  surely  time  for  Con- 
fess to  buck  up  its  courage  and  tear 
iown  the  remnants  of  Glass-Steagall. 
Bank  regulators  already  have 
ounched  loopholes  in  that  legal  bann- 
er by  giving  some  of  the  best-capital- 
zed  banks  limited  entiy  into  the 
jndenvriting  business.  And  less-reg- 
alated  financial  companies  have 
ased  creative  techniques  to 
5neak  past  Glass-Steagall 
j  vvith  bank-like  products, 
j  With  the  line  between  fi- 
lancial  services  blurred, 
j  Dongi-ess  and  the  Clinton 
I  Administration  should  seize 
lie  opportunity  to  make  the 
ndustiy  more  efficient  and 
nore  competitive  in  the  global 
narketplace. 
The  Administration  recog- 
j  lizes  that  the  Depression-era 
!  aw,  which  Congress  passed 
0  curb  securities  specula- 
ion  by  banks,  has  become 
m  anachronism  in  today's 
inancial  climate.  With  less- 
vgTilated  insurance  compa- 
lies  and  securities  dealers 
stealing  customers  from  banks 
md  thrifts,  the  share  of  finan- 
■ial  assets  held  by  the  deposi- 
(iry  institutions  has  shrunk 
mm  two-thirds  in  the  mid- 
i;»4Us  to  less  than  one-third 
(jday. 

j  :ONSUMER  BASE.  That  trend  ex- 
plains why  Ti'easury  Secretary  Rob- 
■ft  E.  Rubin  unveiled  a  bank-reform 
)roposal  on  Mar.  1  that  would  bring 
lown  Glass-Steagall.  The  bill  has 
•ome  under  fire  in  the  House  for 
;iving  banks  too  much  flexibility, 
md  both  chambers  have  reform  bills 
if  their  own.  But  reform  efforts  in 
general  are  being  applauded  by 
^^ederal  Reserve  Board  Chairman 
Vlan  Greenspan,  who  complains  that 
he  U.S.  financial  system  "sadly 
operates  under  increasingly  outdat- 
'd  restrictions  and  prohibitions." 
Congi'essional  opponents  of  reform 


argue  that  given  banks'  sorry  record 
of  impmdent  lending  over  the  past 
decade,  gi'anting  them  reentiy  into 
the  securities  business  could  be  an- 
other disaster  waiting  to  happen.  But 
in  tiTJth,  the  banks'  biggest  losses 
have  come  not  from  diversification, 
but  from  excesses  in  their  core  busi- 
ness. Faced  with  a  shrinking  market 
share,  bankers  made  risky  loans  to 
Third  World  governments,  real  es- 
tate developers,  and  leveraged-buy- 


The  U.S.  financial  system 
hobbled  by  increasingly 
outdated  restrictions 


out  artists.  These  costly  gambles  ul- 
timately required  a  $70  billion 
Ti-easury  loan  in  1991  to  shore  up 
the  depleted  federal  deposit  insur- 
ance fund. 

By  eliminating  the  Glass-Steagall 
bari'ier,  Washington  actually  wiW  less- 
en taxpayer  risk  by  allowing  banks 
to  expand  further  into  a  business 
they've  shown  a  better  penchant  for 
managing:  consumer  finance.  Bankers 
will  be  able  to  leverage  their  rich 
base  of  checking  customers,  home 
buyers,  and  credit-card  holders  to 
market  insurance  products,  mutual 
funds,  and  other  investments.  With 


new  evidence  emerging  that  cash- 
flush  banks  are  again  lowering  their 
credit  standards,  a  broader  base  of 
business  would  help  offset  their 
loose-lending  tendencies. 

Ironically,  it  is  the  traditional  op- 
ponents of  financial-services  reform 
who  are  clamoring  most  to  disman- 
tle Glass-Steagall.  Investment  bank- 
ers, who  faced  a  severe  liquidity 
crunch  following  the  1987  stock  mar- 
ket crash,  have  long  coveted  their 
access  to  low-cost  loans  from  the 
Federal  Reserve  during  times  of  cri- 
sis. And  insurance  companies  view 
banks  as  a  more  efficient  distribu- 
tion system  than  their  own  costly 
agent  networks. 
ROGUE  TRADERS.  Certainly,  an 
overhaul  of  the  financial-servic- 
es industiy  comes  with  new 
risks.  Congi-ess  must  pro- 
vide minimum  safeguards 
for  consumers,  such  as 
those  who  wrongly  be- 
lieved mutual  funds  they 
bought  through  banks 
were  government-insured. 
The  risks  of  new  bank  prod- 
ucts must  be  stated  clearly. 
And  regulators  must  prevent 
financial  institutions  from  ille- 
gally forcing  customers  to  buy 
products  01'  services  as  part  of 
the  price  for  a  loan. 

But  the  biggest  risk  by  far 
is  the  possibility  that  the  col- 
lapse of  a  bank's  securities  affil- 
■io      iate  could  i"uin  the  parent  com- 
pany and  drain  the  deposit 
insurance  fund.  The  collapse  of 
Barings  PLC  shows  that  in  this 
new  era  of  split-second  specula- 
tion, banking  reform  must  pro- 
vide sturdy  fii-e  walls  that  pre- 
vent the  damage  caused  by  one 
rogue  securities  ti-adei-  from  spread- 
ing to  the  banking  system.  Among 
other  things,  the  capital  of  the  bank 
and  secui'ities  units  should  be  strictly 
segregated. 

Banks  have  tried  for  genei*ations 
to  get  a  second  chance  from  Con- 
gress, and  they  deserve  one  now. 
But  lawmakers  must  take  care  that 
in  unshackling  the  industry  they 
don't  turn  the  '90s  into  a  repeat  of 
the  Roaring  '20s. 

Barrett  and  Foust  cover  financial 
regidation  from  Washington. 
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JUST  HOW  MUCH 

IS  THE  ECONOMY  SLOWING? 

Downward  data,  but  business  is  booming.  Go  figure 


Hallelujah!  The  Federal  Reserve  has 
spent  a  year  preaching  the  need  to 
slow  down  the  U.  S.  economy.  Now, 
a  heap  of  not-so-gi'eat  data  seems  to 
indicate  that  the  central  bank  has  gotten 
what  it  wanted — or  is  close  to  it,  any- 
way. The  Mexico  crisis  is  weakening 
U.S.  exports.  Real  retail  sales,  constmc- 
tion  spending,  and  cai'  and  home  pur- 
chases all  have  tapered  off.  Wall  Street 
is  convinced  that  a  slowdown  is  under 
way:  Since  Fed  Chainnan  Alan  Green- 
span hinted  at  slower  growth  during 
congressional  testimony  on  Feb.  22  and 
23,  the  Dow  Jones  industrial  average 
has  hovered  at  a  record  4000  or  higher. 
And  bond  yields  have  fallen  to  their 
lowest  levels  since  last  August — halfway 
through  the  Fed's  tightening  cycle. 

There's  just  one  little  jaroblem:  Out  in 
the  real  world,  economic  growth  still 
seems  to  be  sizzling.  Computer  makers 
such  as  Compaq  Computer  Corp.  and 
Hewlett-Packard  Co.  say  they  are  book- 
ing orders  at  a  rapid  clip.  Metal  foun- 


dries in  the  Midwest  report  that  they 
are  lunning  at  full  tilt.  And  consumer 
confidence  remains  high.  Jim  Copitzky, 
divisional  vice-president  for  home  ap- 
pliances at  Sears,  Roebuck  &  Co.,  still 
sees  a  lot  of  vigor:  "During  the  first 
two  months  of  the  year,  business  has 
been  excellent." 

Who's  right — Wall  Street  or  Coi'po- 
rate  America?  Nearly  eveiyone  agi'ees 
that  gi'owth  is  slowing  from  its  torrid 
fourth-quarter  pace  of  4.6%.  But  has 
the  economy  moved  into  a  "soft  landing" 
phase,  where  the  expansion  continues 
at  a  slow  enough  pace  to  head  off  infla- 
tion? Or  is  there  too  much  pep  left? 

Donald  H.  Straszheim,  chief  econo- 
mist at  Merrill  Lynch  &  Co.,  thinks 
that  when  all  the  data  are  in,  1995's 
first  quarter  "may  well  be  the  first 
quarter  of  the  soft  landing."  If  so,  the 
economy  is  growing  at  a  rate  of  about 
2'/^% — widely  thought  to  be  the  Fed's 
target  for  a  sustainable,  noninflation- 
ary  expansion.  That  means  the  Fed 


id 
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can  put  monetary  tightening  on  hold 
But  what  if  growth  is  3%?  A  hall 
point  difference  may  seem  small,  but  t' 
the  Fed,  it  speaks  volumes  about  infla 
tion.  At  a  speed  of  3%  or  gi-eater,  th' 
economy  faces  excess  demand  and  la 
bor  needs  that  will  force  businesses  t 
bid  up  wages  and  raise  prices.  The  Fe 
will  have  to  hit  the  brakes  a  few  mor 
times— wdth  eveiy  new  hike  edging  th 
economy  that  much  closer  to  recessio; 
And  the  financial  markets  will  backtrac 
as  short-term  rates  head  higher. 
PC  EXPRESS.  Corporate  executives  sa 
they  think  the  higher  r-ates  already  i 
place  are  enough  to  keep  gi'owth  slo-w 
ing  through  1995.  But  signs  of  a  slo\^ 
down  are  few,  even  as  the  first  quarte 
winds  to  a  close.  Durable-goods  mam 
facturers  saw  new  orders  increase  fc  ■ 
the  thu'd  consecutive  month  in  Januar  , 
rising  0.6%.  Excluding  defense,  deman  , 
surged  2.6%.  A  big  reason:  increase*"' 
strength  from  exports  is  buoying  U.  i 
manufacturers. 

Take  computer  bookings.  Hewlet 
Packard  reported  in  mid-Febniaiy  thj 
orders  for  its  computers  are  up  a  hug 
26%  from  a  year  ago.  At  Compaq,  Sei 
ior  Vice-President  and  CFO  Daryl 
White  says  Presarios  pes,  which  ar 
aimed  at  the  consumer  mai'ket,  ai'e  ho 
sellers,  and  PC  sales  to  businesses  ri 
main  robust.  "I'm  encouraged  by  th 
demand  we  see,"  White  says.  Overal 


( ar.ce ! 


Mixed 
Signals 


The  data  always  look  contradictory  when  the 
economy  is  at  a  turning  point.  But  the  financial 
markets,  at  least,  are  convinced  that  the  Fed 
now  can  stop  raising  rates. 


iluUlJ. 
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lalysts  have  raised  their  1995  growth 
timates  for  computer  sales  to  well 
'er  20%. 

Demand  also  is  strong  for  companies 
at  supply  materials  to  the  makers  of 
lished  goods.  At  Berlin  Packaging 
)rp.,  a  privately  held  Chicago  company 
at  makes  glass  and  plastic  bottles  for 
e  food,  chemical,  and  cosmetics  indus- 
ies,  sales  hit  a  record  high  in  Januaiy, 
d  the  company  expects  that  1995  will 
stronger  than  1994. 
Meanwhile,  the  foundiy  industiy,  which 
-ms  metal  parts  that  go  into  everything 
)m  lift  tmcks  to  railcars,  is  hopping, 
jliveiy  times  for  some  castings  have 
-etched  to  three  or  foui"  months.  "A  lit- 
'  breathing  room"  may  be  ahead,  says 
ivid  Kanicki,  an  official  with  the  Amer- 
in  Foundiymen's  Society,  a  tmle  gi'oup. 
lat  would  help,  he  says,  because  many 
mdiies  ai^e  "under  so  much  stress,  go- 
l  six,  seven  days  a  week." 
tiCONVINCED.  Still,  executives  haven't 
Dpped  fretting  about  further  rate 
ies.  At  the  Assc^ciation  of  Home  Ap- 
ance  Manufacturers,  President  Bob 
)lding  thinks  the  appliance  industiy 
n  do  well  at  today's  interest  rates, 
th  shipments  projected  to  be  about 
t  in  1995  after  a  record  year  in  1994. 
it,  he  warns,  "if  [Greenspan]  ratchets 
rates  again,  it  could  hurt  us." 
Any  further  move  by  Greenspan  & 
I.  will  depend  on  consumers,  whose 
ending  accounts  for  two-thirds  of  the 
Dnomy.  Howaixl  Keen,  chief  economist 
Conrail,  says  the  Fed  will  concen- 
trate on  moderating 
CLOSE  consumer  demand, 

itat  I  "The  Fed  is  not  too 

woiried  about  gi'owth 
tWth  with-      on  the  supply  side," 

inflfltinn  argues,  be- 

iiiiiatiwxi       cause  overjM'oduction 

^  already  win  lead  to  Invento- 
indprwav  ^"^  imbalances.  And 
aiiuci  vvaj.  move  excess 

t  a  fraction  goods,  producei-s  and 

-pr  though  ^'^tailers    will  cut 

jci,  L11UU511,  pj-ices — a  plus  for 

I  the  Fed  the  Fed's  inflation- 

^  brake  %hting  goals.  Keen 

In  Consumere,  mean- 

while, aren't  con- 
vinced that  the  econ- 
ly  has  slowed.  Only  when  asked  about 
siness  conditions  six  months  from  now 
Americans  express  concern. 
So,  while  the  markets  are  upbeat 
out  the  U.  S.  economy  slowing  gently 
;o  a  sustainable  pace  of  gi'ov^lh,  they 
ly  be  a  bit  ahead  of  reality.  Most  of 
rnerica  hasn't  heard  about  the  slow- 
iwn.  Everyone  has  been  too  busy 
irking. 

iBy  Kathleen  Madigan  in  New  York, 
f  th  bureau  repoHs 


FOREIGN  POLICY 

ACT  TWO 
IN  HAITI 

Will  a  Clinton-organized  tour 
get  U.S.  execs  to  invest  there? 

Haiti  once  was  a  prized  production 
base  for  RSK  Industries  Inc.  But 
now  it  may  be  the  undoing  of  the 
New  York  children's  sportswear  mak- 
er. The  1991  embargo  that  followed 
Haiti's  militaiy  coup  forced  rsk  to  find 
other  suppliers  in  the  region,  but  few 
could  handle  the  orders.  Missed  deliver- 
ies mounted,  and  now — with  losses  ris- 
ing— RSK  is  looking  for  a  buyer.  "We've 
been  hanging  on  by  a  thread,  and  the 
thread's  about  to  be  cut,"  says  Chief 
Financial  Officer  Robert  A.  Kobre. 

Such  complaints  have  prompted  the 
Clinton  Administration  to  craft  a  plan  to 
resuscitate  Haiti's  strangled  economy. 
With  time  ninning  out  for  rsk  and  oth- 
er U.  S.  companies  that  once  generated 
most  of  Haiti's  exports,  Washington  has 
set  its  sights  on  luring  new  business 
investment — fast. 

MANY  MISSIONS.  On  Mai".  7,  Deputy  Sec- 
retary of  State  Strobe  Talbott  will  take 
a  planeload  of  U.  S.  executives  on  a  two- 
day  tour  of  Haiti.  On  board  will  be  offi- 
cials from  Continental  Grain,  at&t,  and 
Texaco,  among  others.  Talbott's  aim:  to 
promote  deals  to  rebuild  infrasti-uctur-e 
and  to  generate  jobs  for  Haitians. 

This  excursion  is  more  a  mission  of 
mercy  than  the  sort  of  deal-a-thon  the 
U.  S.  recently  has  sponsored  in  India, 
China,  and  other  countries.  The  Admin- 
istration figures  a  stronger  economy  will 
bolster  President  ,Jean-Bertrand  Aris- 
tide,  who  was  restored  to  power  by 
American  troops  last  fall.  As  part  of 


IN  PORT  AU  PRINCE:  W  itli  once  busy 
factories  idled,  joblessness  tops  60% 

the  effort,  Talbott  plans  to  unveil  $50 
milhon  in  Overseas  Private  Investment 
Corp.  guarantees  that  will  unlock  mil- 
lions more  in  commercial  loans  from 
Bank  of  Boston.  OPic  is  mulling  a  sinrdlai- 
deal  with  Citibank.  A  $40  milhon  multi- 
national enterprise  fund  for  new  ven- 
tures is  also  in  the  works. 

Despite  a  $1.2  billion  international 
aid  effort  that  is  supplying  Haiti  with 
food,  medicine,  and  support  for  civil  re- 
form, joblessness  tops  60%.  "Stability 
will  elude  [Haitians]  without  strong, 
steady,  broad-based  economic  growth," 
Talbott  told  Congi-ess  in  Febioiaiy. 
BIG  CHILL.  The  main  question  now:  Will 
the  private-sector  initiatives  work  fast 
enough?  "There  has  to  be  visible 
progi-ess  this  year,  because  the  [Decem- 
ber] presidential  election  will  be  a  ref- 
ei-endum  on  Aiistide,"  says  Da\id  Roth- 
kopf,  a  Commerce  Dept.  official  in 
charge  of  investment  aid.  But  it  could 
be  months  or  even  years  before  repairs 
stait  on  Haiti's  antiquated  phone  system 
and  congested  ports.  The  slow  pace  at 
which  the  Aiistide  government  is  mov- 
ing to  pi'ivatize  state  assets  also  has 
chilled  the  business  chmate. 

Cash  infusions  would  quickly  restore 
thousands  of  stable  jobs  in  plants  that 
once  supplied  U.  S.  apparel  and  sport- 
ing-goods companies.  But  those  U.  S. 
businesses  that  suffered  most  from  the 
embargo  probably  won't  qualify  for  OPIC 
goiarantees.  OPic  can  legally  undei-write 
only  75%  of  any  loan,  and  banks  are 
reluctant  to  assume  the  balance  of  the 
risk  for  financially  shaky  companies. 

Despite  the  obstacles,  some  compa- 
nies are  optimistic  about  opportunities. 
There  won't  be  megadeals,  but  for  the 
stniggling  Caribbean  nation,  a  few  mod- 
est investments  will  go  a  long  way. 

By  Amy  Borrus  in  Washington,  with 
Peter  Valdes-Dapena  in  Miami 
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BOB  LIVINGSTON:  THE  MAN 
WHO  MUST  SAY  NO 

But  can  he  make  the  massive  cuts  the  GOP  needs? 


I 


n  the  wee  hours  of 
Feb.  23,  members  of  a 


House  Appropriations 
subcommittee  huddled  in 
a  Capitol  Hill  conference 
room.  As  they  munched 
on  popcom  and  chocolate 
chip  cookies,  the  13  law- 
makers chopped  S5.9  bil- 
lion in  federal  spending — 
including  money  for  job 
training  progi'ams  and 
heating  assistance  for  the 
poor. 

At  the  center  of  the  ac- 
tion was  Representative 
Robert  L.  Livingston  (R- 
La.).  The  fomrier  criir.  ' 
prosecutor  was  1.: 
picked  by  House  SpeaKt-r 
Newt  GingTich  (R-Ga.)  ti' 
cany  out  the  gop's  assault 
on  government  spending. 
Livingston,  chosen  to  nm  the  appropri- 
ations panel  ahead  of  four  more  senior 
lawmakei-s,  now  controls  S550  billion — a 
third  of  the  federal  budget. 
HEARTLESS  SLASHER?  Gingiich  selected 
the  unwavering  conservative  for  his 
steadfast  loyalty,  and  Livingston  has 
been  ti-ue  to  the  GOP  cause.  Running 
Appropriations  once  was  the  plum  as- 
signment on  Capitol  Hill  because  it 
meant  sending  bilhons  of  doUai^s'  worth 
of  pork  home.  But  not  under  Living- 
ston, whose  job  is  to  cut  the  flow  of 
goodies  and  speai'head  the  massive  cuts 
the  GOP  needs  to  finance  its  twin  prom- 
ises of  tax  breaks  and  a  balanced  bud- 
get by  2002.  He  relishes  the  role:  "I'm 
ha\ing  a  ball.  For  17  yeai-s,  I  was  in  the 
minority.  Now,  I'm  calling  the  tune." 

Li\-ing-ston  doesn't  even  seem  to  mind 
getting  squeezed  from  all  sides.  Liberals 
label  him  a  heartless  slasher.  "He's  going 
after  the  weakest  claimants,  not  the 
weakest  claims,"  charges  Richard  Ko- 
gan,  senior  fellow  at  the  Center  on  Bud- 
get &  Policy  Priorities  in  Washington. 
His  GOP  colleagues  want  to  chop  pro- 
gi'ams— but  not  theii-  favorites.  Example: 
Li\-ingston  couldn't  stop  Representative 
Jim  Bimn  (R-Ore.)  fi-om  saving  a  S6.5 
million  \isitoi-s"  center  in  Bimn's  district. 
And  some  budget  hawks  ai-e  never  satis- 
fied. Grtimbles  freshman  Roger  Wicker 


Xev.).  At  one  key  meeting,  Livingstor 
staff  du'ector  was  joined  by  an  aide 
House  Majority  Leader  Richai'd  K.  .Ail 
mey  (R-Tex.)  who  kept  in  touch  witl 
the  GOP  elite  \ia  ceUiilai-  phone.  'That! 
never  happened  on  this  committee  b( 
fore,"  says  a  longtime  staffer. 

Livingston  has  kept  up  his  part 
the  bai-gain.  To  date,  he  has  found  SI' 
billion  in  cuts  fi-om  1995  S]3ending.  Aboi 
•S7.3  billion  will  pay  for  imbudgeted  cos' 
of  recent  U.  S.  militaiy  missions  in  Ha 
ti  and  Somalia,  along  with  aid  to  vi^ 
tims  of  natural  disasters  in  the  L'. : 
The  remaining  SlO  billion  is  a  downpa; 
ment  on  the  S200  billion  needed  to  pa 
for  tax  cuts  promised  by  the  gop's  Coi 
tract  With  Ajnerica.  The  full  House  w  f 
take  up  the  spending  bill  in  eai'ly  Maix\  ^ 
"BAD  MISSION."  So  far,  though,  Li\in| 
ston  has  made  the  easy  cuts — the  Di  |ADE 
mocrats'  fa\"orite  progi-ams.  The  Cent( 
on  Budget  &  Policy  Priorities  estimatt 
spending  on  the  poor  accounted  for  SlO  \Ht 
billion,  or  63*^.  of  the  cuts  even  thoug  |||| 
poverty  prog-rams  make  up  only  12% 
panel's  total  spending.  "He's  a  good  m; 


on  a  bad 


could 
little 
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Orleans. 
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I  laile: 


after  a  year  of 


(R-Miss.):  "They 
have  squeezed  ; 
more." 

Right  now,  the  couitly 
Li\ingston  faces  a  nasty 
fight  with  another  GOP 
lord.  Budget  Committee 
Chairman  John  R.  Ka- 
sich  (R-OMo).  The  battle 
is  over  where  to  find 
the  Si. 5  trillion  over 
the  next  seven  yeai's 
to  pay  for  gop  prom- 
ises.   Kasich  wants 
Livingston    to  find 
more  savings  from 
the   spending  con- 
trolled by  Appropria- 
tions, wMch  includes 
all  discretionary 
spending — eveiy- 
thing  but  entitle- 
ments. Other- 
wise, the  Republi- 
cans wiU  have  to  cut  deeper 
into  popular  progi-ams  such  as  Medicare. 

Li\ingston's  clout  comes  fi-om  Ging- 
rich, who  keeps  a  tight  hold  on  the  com- 
mittee. When  the  Speaker  assigned 
membei-s,  "he  told  us,  'If  you  ai-en't  will- 
ing to  make  the  cuts,  maybe  you  should 
be  on  another  committee,' "  recalls  Rep- 
resentative Bai'bai-a  F.  Vucano\ich  (R- 
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mission,"  says  Repn 
sentative  David 
Obey  (D-Wis.).  tY 
committee's  ranMr 
Democrat.  I 

Livingston's  re  '  -is 
test  will  come  as  K- 
takes  on  the  min(;.zi 
numbing  task  of  fin  5  fe 
ing  S65  billion  to  SK  ^  ^ 
billion  a  year  in  sa'  <- 
ings  for  the  next  se';'::!! 
en  years.  That  meai'  at 
going  after  gop  sacre  si 
cows,  such  as  expo:-r!a 
promotion  and  highwj  h  Bs 
grants,  and  being 
ing  to  deny  pork  to  tl  Fa  2 
Bayou  State.  "There  ria't 
no  doubt  that  will  ha^  r 
to  come  to  pass,"  1  ^'i.ff. 
concedes.  r-ii 
i      Sitting  in  a  spacious  c  t  ri; 
fice,  steps  fi-om  the  Hon  --.^.f 
floor,  Livingston  remaii  r.  -a;.; 
on  com-se.  "I  have  my  y^r^i^ 
to  bring  down  appropri  v- 
tions.  That's  what  I'm  goii  Uor  k 
to  do,"  he  says.  The  formr 
Xa\y  man  has  spent  yea^  :;? 
■^"•^        training  for  this  mission:  sin  :  -  r- 
ing  government  progi-ams  kept  aflo  :  ::• 
for  decades  by  the  Democrats.  If  1 5  ■< 
succeeds,  he'll  have  the  grudging  r  ^ 
spect  of  his  gop  colleagues.  But  unliJ 
past  Appropriations  chaumen,  he  woi  jr^^-, 
win  many  ftiends. 

By  Mary  Beth  Regan  and  Howa: 
Gleckman  in  Washington 


af  Tulane 
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tADE 


>HE'S  GOT  STEEL 
i  HER  SPINE' 

larlene  Barshefsky's  China  coup  may  put  her  career  in  orbit 


Iobody  calls  Charlene  Barshefsky 
"Stonewall"  anymore.  Colleagues 
coined  the  nickname  for  the  tena- 
us  deputy  U.  S.  Trade  Representa- 
^  duiing  the  1993-94  U.  S.-Japan  trade 
\S.  Barshefsky  played  along.  But  she 
lid  see  that  a  stone  wall  was  just 
at  the  talks  were  about  to  crash  into. 
3  bold  initiative  ended  with  a  whim- 
•  last  October,  and  the  high-flying 
de  hawk  almost  quit  fi'om  frustra- 
1,  friends  say. 

But  Barshefsky  is  soanng  once  more. 
3  reason:  her  lead  role  in  crafting 
Feb.  26  trade  agreement  with  Cliina 
led  at  ending  rampant  piracy  of  U.  S. 
vies,  compact  disks,  and  computer 
tware.  The  last-minute  deal,  which 
■rted  a  costly  trade  war  with  the 
an  giant,  calls  for  a  crackdown  on 
^yiight  violations  in  China,  expands 
rch-and-destroy  powers  of  Chinese 
toms  agents,  and  ends  quotas  on  im- 
ts  of  films  and  other  U.  S.  goods. 
UOR  COUP."  U.  S.  industi-y  is  gleeful. 
■  the  first  time,  American  companies 
?  the  prospect  of  enteiing  the  red-hot 
;nese  market  with  real  assurances 
t  they  won't  be  ripped  off.  And  Bai'- 
fsky?  "She's  pulled  off  a  major  coup 
e,"  says  Kenneth  Wasch  of  the  Soft- 
•e  Publishers  Assn.  "The  only  per- 
tougher  than  Chai-lene  Bai"shefsky  is 
mother"  Adds  Jack  Valenti,  presi- 
t  of  the  Motion  Picture  Association  of 
lerica:  "She's  got  steel  in  her  spine." 


Barshefsky,  44,  is  the  first  to  admit 
that  the  toughest  task  may  be  yet  to 
come:  "Look,  if  China  decides  it  doesn't 
want  to  enforce  this  agreement,  there's  a 
big  problem,"  she  says.  "We  must  make 
sure  eveiy  element  is  implemented." 

And  if  anyone  is  going  to  be  vigilant, 
it's  Barshefsky.  The  daughter  of  Rus- 
sian immigrants,  she  honed  her  negotiat- 
ing skills  during  an  18-year  stretch  at 
one  of  Washington's  premier  law  firms, 
Steptoe  &  Johnson,  rising  to  head  of 
the  international  law  di\ision.  She  joined 
the  l'STR's  office  in  1993. 


RESULTS-ORIENTED 


A  former 

lobbyist  for  foreign  interests, 
Barshefsky  proved  herself  a 
forceful  trade  nationalist 


Some  congressional  critics  questioned 
her  econoinic  patriotism  because  she  had 
lobbied  for  foreign  interests — Mexican 
business  clients  on  the  North  American 
Free  Ti'ade  Agreement  and  the  Cana- 
dian softwood  industiy.  Yet  Barshefsky 
soon  proved  to  be  a  tough  trade  national- 
ist, establishing  herself  as  the  Chnton 
Administration's  most  forceful  advocate  of 
"results-oriented"  trade  policy  with  Ja- 
pan. That  made  her  a  hghtning  rod  for  a 
new  set  of  critics  who  feai'ed  the  Clinton- 


WITH  CHINA'S  WU  Yl:  "We  understand 
each  otiier.  I'm  a  figh  ter,  too" 

ites  were  lurching  toward  government 
management  of  free  trade. 

Tokyo  complained  that  U.  S.  policy 
was  being  driven  by  a  litigator  with  no 
understanding  of  Japan.  And  Japanese 
negotiators  openly  scorned  Barshefsky's 
hard-charging  style.  "Things  got  too 
personal,"  says  one  insider. 

When  the  talks  broke  down  in  Febr-u- 
ary,  1994,  and  the  markets  panicked 
over  the  possibility  of  a  trade  skirmish, 
the  Administration  panicked,  too.  W. 
Bowman  Cutter,  the  trade  maven  at  the 
National  Economic  Council,  tried  to 
undercut  Barshefsky  by  seeking  face- 
saving  deals.  Other  U.  S.  agencies  bailed 
out.  The  talks  finally  fizzled  out  last  Oc- 
tober, and  festering  trade  problems  with 
Japan  were  put  on  the  back  burner. 

Although  she  denies  it,  Barshefsky 
privately  mulled  quitting,  intimates  say. 
U.  S.  Ti-ade  Representative  Mickey  Kan- 
tor,  riled  by  Cutter's  meddling,  promot- 
ed her  to  be  his  principal  deputy  this 
past  January.  But  he  also  took  the  Ja- 
pan portfolio  away  from  her. 

Instead  of  suUdng,  Bai'shefsky  learned 
fi'om  her  Japan  ordeal  to  prepare  for 
China.  "She  can  be  abrupt,  but  she's 
creative,  and  she's  a  top-notch  lawyer," 
says  former  deputy  ustr  Rufus  H. 
Yei-xa.  Bai-shefsky  summoned  groups  in- 
dustry by  industry  to  ustr  last  fall.  "She 
asked  us,  'What  do  you  want  from  the 
talks  with  Cliina?' "  says  Robert  Holley- 
man  of  the  Business  Softwar-e  Alliance. 
"She  listened.  And  then  she  deliver-ed." 
WIGGLE  ROOM.  Once  faulted  for  being 
too  rigid,  Bar'shefsky  left  wiggle  r'oom  in 
the  agreement  for'  China's  future  entry 
into  the  Worid  Tr-ade  Or-ganization.  And 
she  found  a  soul  mate  on  the  other 
side— Wu  Yl,  China's  blunt  Tr-ade  Minis- 
ter'. "We  under'stand  each  other;"  Bar- 
shefsky smiles.  "I'm 
a  fighter,  too." 

Inside  the  Admin- 
istr-ation,  Bar'shefsky 
has  become  tight 
with  other  power-ful 
women:  Joan  E. 
Sper'o,  Under-  Secr'e- 
tary  of  State  for-  ec- 
onomic affair-s,  and 
Lam-a  D'Ancb-ea  Tyson,  new  head  of  the 
National  Economic  Council.  "Being  w^om- 
en  in  a  male  preserve,  they  bonded 
quickly,"  says  a  Clinton  insider-. 

With  key  supporters  such  as  Sper'o 
and  'Tvfson,  Bar'shefsky  may  soar-  even 
higher'.  With  Kantor  rumored  to  be 
moving  to  Clinton's  r-eelection  campaign 
soon,  she  may  be  in  line  for  the  top 
USTR  post.  Sometimes,  tenacity  pays  off. 

By  Douglas  Harbrecht  in  Washing- 
ton, ivitli  A)))i/  Borrus 


BUSINESS  WEEK  /  MARCH  13,  1995  37 


News:  Analysis  &  Commentary 


HOLLYWOOD 


FOR  THESE  BABY  BELLS, 
A  RINGER  NAMED  STRINGER 

Can  the  media  whiz  pull  off  a  tricky  assault  on  cable  TV? 


Stuait  C.  Johnson,  CEO  of  Bell  Atlan- 
tic Video  Services,  has  a  dreamy 
way  of  talking  about  the  TV  joint 
venture  that  his  company  has  formed 
with  fellow  Baby  Bells  Nynex  Corp. 
and  Pacific  Telesis  Gi'oup.  The  venture 
promises  "a  new  form,  almost  a  new 
dimension — a  fourth  dimension — of  en- 
tertainment and  program- 
ming," he  says.  "It  allows  you 
to  customize  pi-ogramming  to 
your  individual  needs." 

Such  musing  is  a  long  way 
from  the  harsh  cost-cutting  m- 
bric  of  Chaimian  Laurence  A. 
Tisch's  CBS  Inc.  But  it  must  of- 
fer cold  comfort  to  Howard 
Stringer,  who  on  Feb.  24  bolt- 
ed from  the  helm  of  the  CBs 
Broadcast  Group  to  head  u]i 
the  Baby  Bell  joint  venture. 
Stringer,  .53,  now  is  responsible 
for  making  the  Baby  Bells' 
dreams  come  tnae.  And  if  the 
savvy,  affable  Welshman  thinks 
fighting  against  NEC's  Thurs- 
day night  lineup  was  tough,  he 
hasn't  seen  anything  yet. 

Stringer,  one  of  the  most 
highly  respected  progi'ammers 
in  television,  has  been  given 
$300  inillion  in  startup  funds  to 
steal  customei-s  from  cable  sys- 
tems and  dii'ect-broadcast  satel- 
hte  companies.  Within  weeks, 
Walt  Disney  Co.  is  e.xpected  to 
announce  a  similar  deal  with 
thi'ee  other  Baby  BeUs  to  fonn 
a  company  that  will  spend  an 
estimated  $500  million  to  get 
into  the  TV  business.  Stringer 
and  Disney  most  certainly  lend 
credibility  to  the  Baby  Bells" 
efforts.  But  cut  thi-ough  the  hype,  and 
the  telcos  still  face  a  steep,  uphill  battle. 
LAST  IN  LINE.  Stringer,  who  was  wooed 
by  superagent  Michael  S.  Ovitz,  an  ad- 
viser to  the  joint  venture,  says  he'll  be- 
gin by  assembling  a  system  similar  to 
that  of  the  tyjMcal  cable  company:  View- 
ers will  be  offered  the  networks,  mtv. 
Cable  News  Network,  and  the  laundry 
list  of  other  channels.  The  telcos  will 
buy  rights  to  films  from  Hollywood,  just 
as  the  movie  channels  do. 

The  distinguishing  factor  will  be 


interactive  sei-vices.  Using  their  switch- 
ing capabilities  and  a  state-of-the-art 
navigator  to  guide  viewers  through  the 
thicket  of  chamiels,  the  telcos  will  tiy  to 
wow  customers  with  online  banking, 
games,  shopping,  and  video  on  demand. 
Further  down  the  road:  the  ability  to 
customize  the  fiow  of  infonnation.  Gush- 


es Lee  G.  Camp  III,  cho  of  Pacific  Tele- 
sis  Enhanced  Sendees:  "We're  inventing 
the  future." 

The  trouble  is,  so  is  evei"ybody  else. 
Cable  systems,  which  already  feed  sig- 
nals to  62%  of  the  country,  ai-e  racing  to 
upgi'ade  in  order  to  provide  both  phone 
service  and  interactive  progi'amming. 
They  have  ambitious  tests  mnning  in 
such  places  as  Orlando.  Rollout  is  ham- 
pei-ed  by  the  cost  of  the  settop  box  and 
othei'  technology'.  But  the  Baby  Bells 
face  similai'  hurdles.  Before  PacTel  can 


offer  video  of  any  sort  on  a  commercis 
scale,  for  instance,  it  must  spend  $1 
billion  by  2001  just  to  upgrade  wiring. 

If  banking  on  interactive  services  as 
differentiator  is  risky,  finding  distinc 
five  TV  fare  is  expensive.  Stringer  ac 
mits  that  the  Bells  likely  will  need  t 
bid  on  sports  events  and  made-for-T 
movies.  They  may  also  have  to  stai 
their  own  cable  channels.  That  adds  u] 
Before  Turner  Broadcasting  System  In 
could  launch  its  tbs  channel,  for  exan 
pie,  it  had  to  spend  $1  billion  for  a  1 
braiy  of  films  to  show  on  it. 
CAUTIONARY  TALES.  Then  there's  th 
Fox  Inc.'s  television  network — a  muc 
smaller  venture  than  what  the  telcc 
have  in  mind.  It  lost  more  than  $1( 
million  in  its  first  year  alor 
and  took  five  years  to  sho 
profits.  Moreover,  despite  d 
veloping  hits  such  as 
Simpsons  and  Armnca's  Mo 
Wanted,  Fox  didn't  make  tl 
big  time  until  it  spent  $1.6  bi 
lion  to  acquire  rights  to  N 
tional  Football  League  gam 
Stringer  insists  "we're  not  g 
ing  to  spend  heavily.  We' 
mindful  of  the  Japanese  expe. 
ence  (of  ovei-spending  in  Holl; 
wood),  and  we're  not  going 
repeat  that."  But  absent  ma 
sive  spending,  how  will  he  cr 
ate  a  serace  distinctive  enou| . 
to  have  any  drawing  power?  i 

The  reason  Ted  Turner 
reported  to  be  chasing  aft' 
CBS  is  simple:  Even  at  a  pri^ 
approaching  $5  billion,  it's 
bai'gain  compai'ed  with  startii 
fresh.     Networks — with 
strong  brand   identity  ai 
hard-won    audiences — todi 
command  almost  70%  of  viei 
ership.    Cable  systems, 
com-se,  caiTy  the  networks,  b 
in  order  to  sell  their  more  1 
crative  sei^vices,  they  have 
slug  it  out  for  the  remainii 
30%'.  It's  a  market  alrea( 
crowded  with  such  powerf 
brands  as  cxx  and  hbo. 
So  why  not  just  run  high-powen 
wires  into  the  home  and  carry  pro 
ucts  from  the  existing  galaxy  of  pr 
gi-ammers?  The  telcos  are  afraid  th< 
new  I-way  wires  might  get  left  out 
the  cold.  "Yes,  it's  expensive,  but  it's  i 
surance  for  a  bigger  investment,"  sa 
PacTel's  Camp.  Stiingei-'s  challenge  is 
keep  insurance  from  turning  into 
liability. 

By  Ronald  Graver  in  Los  Angel 
and  Michael  Oneal  in  New  York,  m 
bureau  reports 
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Before  you 


Be  n'cichohk' 
in  iiiimicbable  phices 


make  sure  there 

snap. 

stntTgs 

attached 


Entering  the  world  of  wireless  means 
greater  flexibility  for  your  entire  office. 

But  you  shouldn't  go  untethered  until 
you  find  the  right  company  to  plug  into. 
With  people  who  understand  your  business. 
People  who  can  guide  you  through  the 
swift,  technological  changes  transforming 
your  worid.  People  who  can  give  you  the 
freedom  not  merely  to  grow,  but  to  soar. 

No  one  can  do  all  this  better  than 
AT&T  Global  Business  Communications 
Systems.  Because  our  wireless  products 
are  designed  to  help  you  work  the  way 


you  want  to,  not  the  way  you  have  to. 

Call  1 800  325-7466,  ext.  564,  today 
Find  out  about  the  AT&T  TransTalk™  9000 
System  and  our  vision  of  the  future.  Because 
even  in  the  wireless  wodd,  it's  still  impor- 
tant to  make  the  right  connections. 


Aisar.  Where  innovation  leads. 


AT&T 


©  1994  .M&T 
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STRATEGIES 

FARRAKHAN'S 
THREE-YEAR  PLAN 

His  new  business  strategy 
goes  far  beyond  glitzy  eateries 

Down  in  tiny  Dawson,  Ga.  (pop. 
6,000),  folks  aren't  used  to  outsiders 
strolling  around  with  bodyguards 
in  tow.  But  late  last  November,  a  dap- 
per, citified  man  flanked  by  thi-ee  body- 
guards and  a  team  of  lawyers  showed 
up  in  the  town  once  known  as  "The 
Spanish  Peanut  Capital  of  the  World." 
Hai'dly  a  social  call,  and  tliis  visitor  did- 
n't make  much  small  talk.  Instead,  he 
plunked  down  $1.4  million  for  1,600 
acres  of  fannland  and  quickly  whisked 
himself  away. 

Bubba,  meet  Louis  Fan-akhan.  After 
years  of  sennonizing  about  the  virtues 
of  self-help,  the  controversial  Nation  of 
Islam  chief  is  broadening  his  economic 
empowerment  platfoiTn. 
HEALTH  CONSCIOUS.  In  late  Febiuaiy, 
Minister  Farrakhan  announced  that  the 
Nation  of  Islam,  already  proud  owners 
of  some  2,000  acres  of  Georgia  and 
Michigan  farmland,  is  in  the  market  for 
at  least  8,000  more  acres  by  yearend. 
The  goal:  to  create  a  for-profit  employ- 
ment base  that  will  provide  produce, 
meat — no  pork,  of  course — and  dairy 
products  for  supermarkets  in  distressed 
inner-city  neighborhoods.  "We  must  stop 
depending  on  others  to  do  for  us  what 
we  could,  what  we  should,  and  what  we 
must  do  for  ourselves,"  FaiTakhan  said 
at  a  press  conference. 

But  Farrakhan  isn't  shedding  his 
trademark  bow  tie 
for  overalls.  Agricul- 
ture is  just  a  small 
component    of  his 
Chicago-based  min- 
istry's ambitious 
three-year  business 
strategy  (table).  On 
Feb.  28,  he  officially 
opened   Salaam,  a 
glitzy  $5  million  res- 
taurant on  Chicago's 
South  Side.  And  tap- 
ping the  pockets  of  the 
Nation's  estimated 
100,000    members  as 
well  as  private  Afiican- 
American  investors, 
Farrakhan    plans  to 
open  more  restaurants, 
build  a  performing  arts 


NOURISHING:  Suluam  restaurant  will 


Chicago's  South  Side 


center,  launch  a  trucking  company  to 
move  the  Nation's  faiTn  produce  as  well 
as  transport  goods  for  other  companies, 
and  expand  the  gi'oup's  media  company, 
which  includes  the  organization's  flag- 
ship biweekly  newspaper.  The  Final 
Call.  The  organization  is  even  market- 
ing a  $20  health  video. 

The  Nation's  goal  is  to  help  spur  en- 
treprenem-ship  and  self-sufficiency  with- 
in the  black  community.  "We  don't  plan 
just  to  help  Muslims,"  says  James  Mu- 
hammad, editor  of  The  Final  Call,  a 
newspaper  that  boasts  a  circulation  of 
600,000  and  aspires  to  1  milHon.  "We 
want  to  provide  job  opportunities  for 
all  of  our  people." 

Fan-akhan,  widely  ciiticized  as  a  ra- 
cist demagogue  for  his  fieiy  pronounce- 
ments against  whites  and  Jews,  may  be 
America's  most  stiident  proponent  of 
bootstrap  economics.  A  conti-ast  to  many 
black  political  and  rehgious  leaders 
who  aim  their  criticisms  at  Wash- 
ington policies,  the  former  calypso 


WEALTH  OF  A  NATION 


AGRICULTURE  The  Nation  of  islam  owns  2,000 
acres  of  farmland  in  Georgia  and  Michigan  and 


singer  was  schooled  by  Nation  of  IsIj 
founder  Elijah  Muhammad  who,  amo 
other  things,  drilled  self-sufficiencj'  in| 
his  followers. 
FARMING  101.  Closely  held  and  sec: 
five,  the  Nation  of  Islam  won't  discu 
its  finances  or  the  details  of  its  plans, 
cept  to  say  that  Fan-akhan  plans  to  rai 
$10  miUion  this  year  fi-om  Muslims,  cor 
munity  gi'oups,  and  sympathetic  indivi 
uals.  Call  the  Nation's  headquaitei-s  ai 
you'll  likely  hear  a  recorded  messaj 
requesting  contributions  for  the  Natioi 
fann  business,  which  "still  needs  to  rai 
money  for  livestock  and  fanning  equi 
ment."  If  necessary,  the  Nation  says, 
will  turn  to  banks  for  funding.  But  ti 
bulk  of  the  money,  as  southeni  region 
director  Jamil  Muhammad  puts  it,  "w 
come  fi-om  the  nickels,  dimes,  and  dolla 
of  the  humble  membere  of  the  Nation 
Islam." 

Fan-akhan  and  his  brethi-en  alreac 
are  learning  some  sobering  lesso: 
about  farming.  The  organization  h 
been  eager  to  plant 
acres  of  collard  greer 
spinach,  onions,  ai 
squash  since  acquirii 
the  Georgia  proper 
fall.   "But  th 


has  plans  to  acquire  8,000  more.  ^.^^^ 

MEDIA  The  Nation  has  a  biweekly  newspaper, 
The  Final  Call.  It  also  markets  books  and  tapes 
and  plans  to  build  a  television  production  studio. 


PERFORMING  ARTS  Later  this  year,  the  Nation  plans  to  break 
ground  on  a  2,000-seat  auditorium. 

RESTAURANTS  &  RETAILING  In  addition  to  the  $5  million  Salaam 
restaurant  in  Chicago,  it  plans  to  launch  outlets  in  four  U.S.  cities. 
The  Nation  also  owns  POWER,  a  health-supplies  company. 

TRUCKING  The  Nation  owns  three  trucks  and  wants  seven  more. 


haven't  been  able  to  g 
into  the  field,"  explai 
Dawson's  mayor,  Ro 
ert  Albritten.  "Eve: 
week,  it's  been  noth 
but  rain."  It  could  be 
while  before  the  see 
of  entrepreneursh 
take  root. 

By  Ron  Stodghill 
in  Chicago,  with  Mar 
Mallory  in  Atlanta 
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WHO^S  LANDED  400,000  ACCOUNTS  WITH  ON-TIME  PERFORMANCE? 


We're  not  an  airline,  although  major  airlines  are  some  of  our  biggest  customers. 

We're  a  managed  services  company  called  ARAMARK. 
(You  may  have  known  us  when  we  were  called  ARATEX). 

Among  our  many  services,  we  provide  uniforms  for  all  kinds  of  businesses,  all  over  America. 

We  like  to  think  a  company's  image  begins  with  the  uniforms  its  employees  wear. 
And  at  ARAMARK,  our  own  image  is  surely  reflected  in  the  service  we  provide. 

So  we  have  to  be  accurate,  on-time  and  accountable. 

We  address  concerns  personally  -  within  24  hours. 

We  customize  solutions  -  whether  it  means  designing  sterile  uniforms  for  a  pharmaceutical  firm 
or  flame  retardant  uniforms  for  an  aluminum  recycling  mill. 

In  our  business,  we  devote  ourselves  to  every  detail,  right  down  to 
the  name  stitched  over  the  pocket. 

We  couldn't  have  become  America's  largest  uniform  company  any  other  way. 

We'd  like  to  dress  your  business  for  success. 

Call  1-800-ARAMARK. 

ji^ARAMARK 

Managed  Services,  Managed  Better. 


ARAM ARK,^,  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 
Food,  Refreshments,  Uniforms.  Child  Care,  Medical  Services,  h'ucilities  Management,  Magazine  and  Book  Distribution. 


"I  hate  calculating  tips 
and  overtime" 

Joe  Cupani,  Owner 
Timely  Truck  Stops 

I  hate  to  think 
)verpaying  taxes" 

■eta  Evans.  Partner 
iMImMa  Constructign^ 


Howard  Meiner,  CFO 
Chain  Linl<  Securities  Co. 


"I  hate  the  time  it  takes 
to  track  benefits  eligibility" 

Susan  Hoffman,  Benefits  Administrator 
East  Coast  Maintenance  Corp,  ,  !. 


"1  hate  the  year-end  crunch" 

Juies  Filiciai  Office  l\/lanager 
Honan's  fJlarkets 


"1  hate  not  having  easy  \ 
access  to  my  data"  ■ 

Warren  Godfrey,  Finance  l^anage 
Bon  Design       ,     { i| 


/ 


P     A     Y     S  T 

LUTIONS       •       EMPLOYER   TAX    &   REGULATION  MANAGEMEN 


I 


WHEN  ASKED 


DESCRIBE  OURS. 


No  kidding!  We're  ADP,  the  people  who  make  a 
living  doing  what  many  feel  are  the  most  tedious 
and  grueling  aspects  of  their  own  jobs.  In  fact, 
250,000  employers  (both  large  and  small)  count 
on  us  for  that  and  a  lot  more. 

If  there's  a  burdensome  task  that  has  any- 
thing to  do  with  payroll,  employee  recordkeeping 
or  regulatory  compliance,  we  can  help.  We'll  work 
with  you  to  analyze  your  needs,  and  design  con- 
venient solutions  that  fit  the  way  you  do  business. 


Whether  you're  in  one  location  or  500.  Prefer 
using  your  own  PCs,  mainframes,  or  even  third 
party  systems.  Do  all,  some  or  none  of  the  work 
yourself.  Our  wide  choice  of  software  and  out- 
sourcing solutions  makes  it  easieron  you. 

So  call  now  for  a  free  subscription  to  our 
newsletter.  Or  to  see  how  you  can  enjoy  the  more 
rewarding  parts  of  your  job  while  we  take  care  of 
the  things  you  hate  most.  (Except  plumbing, 
of  course!) 


1  BOO  CALL  ADP  ext.  315 


HUMAN    R  E  S  0  U  R  C  E    S  Y  S  T  E  M  S 


BE  NEFIT    PLAN  ADMINISTRATION 


News:  Analysis  &  Commentary 


SOFTWARE 


STILL  MESSIN' 
WITH  BILL 

Microsoft  faces  a  new  round 
of  antitrust  accusations 

Bill  Gates  is  back  on  the  defensive. 
When  U.S.  District  Court  Judge 
Stanley  Sporkin  rejected  the  con- 
sent decree  negotiated  by  the  Justice 
Dept.  and  the  softwai'e  giant,  he  set  off  a 
frenzy  of  renewed  criticism  among  Micro- 
soft Coi-p.  rivals.  Once  again,  competi- 
tors are  talking  antitrust.  "There  are 
certainly  gi-ounds  for  an  antitrast  suit," 
says  Novell  Inc.  CEO  Robert  J.  Franken- 
berg.  "The  question  is  whether  that  is 
the  best  way  to  spend  our  energy." 

So  far,  none  of  Microsoft's  critics  have 
taken  foirnal  action.  But  both  Novell  and 
ASCII  Group  Inc.,  wliich  buys  for  indepen- 
dent computer  dealere,  confirm  they  have 
been  approached  by  attorneys  propos- 
ing civil  antitmst  suits  against  Microsoft. 
Sources  close  to  Apple  Computer  Inc. 
say  it  has  been  asked  to  join,  too.  Gates 
isn't  happy  about  the  buzz.  Justice  and 
the  Federal  Ti-ade  Commission  have  al- 


GATES:  "We  don't  have  an  enemies  list' 

ready  gone  thi-ough  "every  possible  piece 
of  mud  that  anybody  could  come  up  wdth 
against  us,"  Microsoft's  ceo  says. 

For  now,  Gates's  most  {)ublic  fight  is 
with  Apple,  wWch  in  Febmai-y  fii-ed  off'  a 
letter  to  Sporkin  complaining  about  Mi- 
crosoft. In  Ms  angiy  response.  Gates  ac- 
cused Apple  CEO  Michael  Spindler  of  du- 
plicity. Apple  claims  it  can't  get  early 
vereions  of  Microsoft's  Wmdows,  which  it 
needs  to  make  the  Macintosh  more  com- 
patible with  Wmdows.  Gates  retorts  that 


Apple  won't  give  Mcrosoft  eai'ly  vei 
sions  of  its  Mac  programs,  eve: 
though  Apple  provides  them  to  ott 
er  software  makers.  He  also  blast 
charges  that  Microsoft  is  venge 
toward  foes  as  "an  absolute  lie. 
don't  have  an  enemies  list." 
STINGY  RIVALS?  Maybe  not,  but  tl 
company  doesn't  lack  for  angry  r 
vals.  Novell,  IBM,  Sun  Microsystem; 
and  Tahgent  all  echo  Apple's  co: 
plaint  that  Mcrosoft  is  slow  to  sh; 
new  versions  of  Windows,  thou: 
most  companies'  executives  won't 
quoted  saying  so.  Each  of  them  m; 
kets  competing  operating-syste 
^  software.  "There  is  no  doubt  Micri 
soft  is  out  to  kill  us,"  says  Novel 
Frankenberg.  "This  is  not  paranoi, 
They  really  are  out  to  get  us." 
crosoft  executives  counter  that  the; 
rivals  all  are  stingy  about  sharing  info: 
mation  \\nth  Microsoft. 

For  now  Gates  says  he's  content  to  1( 
the  federal  coiuts  finish  then'  review  - 
Sporkin's  inling.  He's  confident  Micri 
soft  will  be  absolved  and  refuses  to  coi 
cede  that  his  tactics  need  to  chang^ 
"This  is  a  fiercely  competitive  business 
Gates  says.  Rivals  may  have  him  on  ti 
defensive,  but  Gates  isn't  backing  dow 
By  Richard  Brandt,  with  Kath 
Rebello,  in  San  Francisco 


DEMOGRAPHtCS 

WELFARE 
SURPRISES 

Tfie  Census  says  recipients 
aren't  wfio  you  think 

Are  welfare  mothers  promiscuous 
teenagers  who  have  babies  to  get 
on  the  dole?  Or  are  they  down-on- 
their-luck  women  who  need  a  tempo- 
rary helping  hand?  Washington's  fierce 
battle  over  welfare  reform  may  turn  on 
which  view  is  more  accurate.  Now,  the 
Census  Bureau  has  weighed  in  with  its 
first-ever  study  of  recipients  of  Aid  to 
Families  with  Dependent  Children 
(afdc) — and  it  tur-ns  out  neither  stereo- 
type is  entirely  accurate. 

The  Census  report,  which  is  due  to 
be  released  on  Mar  3,  shows  that  un- 
wed mothers  under  the  age  of  18,  the 
prime  targets  of  gop  reformers,  make 
up  a  tiny  slice  of  the  welfare  population. 
In  the  summer  of  1993,  when  Census 
did  its  survey,  only  32,000  of  the  3.8 
million  afdc  mothers  were  17  or  under 
and  unmanied.  Their  average  age  was 


30,  and  53%  are — or  had  been — mar- 
ried. That  suggests  that  the  House  gop 
plan,  denying  benefits  to  imwed  mother's 
until  they  tum  18,  wouldn't  save  much 
money. 

The  new  data  support  Democrats' 
claims  that  many  afdc  recipients  could 
revei'se  their  fortunes  with  some  help.  A 
majority  have  a  basic  education:  38% 
have  finished  high  school,  and  another 
19%  spent  at  least  one 
year  at  college.  More- 
over,   15%    of  AFDC 
mothers  ar'e  still  pur-su- 
ing education,  afdc  r-e- 
cipient  Alicia  M.  Straub, 
24,  will  gr'aduate  this 
year  fi'om  the  Univer- 
sity of  Washington  with 
a  degree  in  sociology — 
even  though  she  was 
abandoned  by  the  fa- 
ther of  her  son,  Devin, 
2.  "I  see  a  big  futui-e  in 
fi'ont  of  me,"  she  says. 

Still,  the  Census 
study  offers  ammuni- 
tion for  welfare  hard- 
liner's as  well.  AFDC  re- 

cipients  on  average  mother,  is  a  Student  at  the 

have    more    chrldren       •       -j^    ^■11-   1  • 

than  nonweifare  moth-  lmiversit>' of  Washington 


REFUTING  A  MYTH 

Alicia  Straub,  a  welfare 


ers — 2.6  vs.  2.1.  And  those  on  the  do 
ar-e  twice  as  likely  to  have  bome  the 
first  child  as  a  teen — 29%  against  15' 
Eariy  childbearing  poses  a  thorny  prol 
lem  for  refortner-s,  because  other  studii 
have  shown  that  the  younger  a  worn; 
is  when  she  gets  on  welfare,  the  moi 
difficult  it  is  for  her  to  leave  the  rolls 
Will  cutting  off  benefits  pr-event  tho; 
early  births?  Republicans  ar-gue  th 
welfare  offers  teens 
cash  incentive  to  b 
come    mothers.  T 
Census  report  doesr 
settle  the  question,  bi 
it  offers  an  intriguir 
hint:  Some  states  wi' 
the  highest  benefit 
such  as  California,  ha^ 
'  lie  lowest  birth  rat 
,'ir  unwed  teens,  whi 
House  Speaker  Ne\ 
Gingrich's  Georgia — oi 
of  the  stingiest  states- 
has  one  of  the  highe 
pregnancy   rates  f 
such  youngsters.  Mo 
ey  appar-ently  isn't  tl 
lur-e  Newt  thinks  it  if 
By    Christina  D 
Valle  and  Mike  M 
Namee  in  Washingto 
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A  REP1ITATI0N  as  GOOD 


as  Gold.  Only  CONSIDERABLY 
more  AFFORDABLE. 


The  car  that' 


s   \'V  o  11    11  u  ni  c  r  o 


us  AC:  CO  LADES   and   ihc   IoN  ciUn    oi  ihdusaiid 


is   now   E  A  S  'V'   to   o  w  ii  .    B  c  c  a  ii  s  c   \v  i  t  h  the 
yota  CAMRY  lease,  you   can  get  a  NICELY  EOLIPPED 
C  a  m  r  y  D  X  starting  at   on!  y  S  2  3  9   a  month. 

With  its  SOPHISTICATED  salCty  systems, 


Camry  36 -Mo.  Lease* 


Mo. 


Down  Payment  $1,850 
Refundable  Security  Deposit  $275 
First  Month's  Payment  $239 
Due  at  Lease  Signing  $2,364 


Features  Include: 
CFC-free  air  conditioning 
Ibwer  windows,  door  locks,  mirrors 
ieJuxe  AM/FM  4-speaker  stEreo/Cassette 
4-speed  automatic  transmission 
Cruise  control 


p  o  w  e  r  I  n  I   c  n  g  i  n  e   a  n  d   a   h  o  s  t   o  1    L  L  X  L  R  ^'   leal  u  res. 

C  a  m  r  \    t  r  u  1  v   is   l  h  e   G  O  L  D   s  t  a  n  d  a  r  d   o  f  s  e  d  a  ii  s  .   A  n  d   .i  t 

this   LOW   monthly   PAYMENT,   now's   the   lime   to  get 


into  an  A  F  E  O  R  D  A  B  L  E   CUimry.   Call    I  -    0  (I  -  G  O -T  O  Y  O  T  A 
or  a  BROCHURE  and  location  ol   your  NEAREST  DEALER. 


®  TOYOTA  CAMRY 

I  W  h.lt    ^  nu    l)n    I  nl     \\ V 


I'l'li  Ihvol.i  .Minor  Salr-s,  U.S.A.,  Iiir.  Biu  kit-  Up!  Do  it  lor  tlioM  wlio        \oii.  ♦T,  <:.,ini\  UN  t-i  \l  uilli  iIk-  l.)llowiiis  oplional  rquipim  iii   I'uur,  P.i,  l-.p.,  ,1  .iiii„rii..ni  n  .mMiiission,  A/C. 

Hi.r  (oMIrol,  Di'luxc  .VM/l-M  4-sprakrr  stfrt-o/C.is-,ctli-,  (IIomtI-i  ikI  Ic.isc.  SIL.'-'IL'  ,  .ipil.ili/.d  .(..i  on  SKKSd  down  p.nmc-iH  aiiH  di-.iirr  p.iiii,  ip.,         «hi.  Ii  iu.,\  \,\  ,1.  .,lri,  ,\1SRP  SI'I.KLt 

ludiiii;  ln  is;lu,  .\loMlldv  pavmcills  lolal  Sii.WH  Your  paMlii-llt  ni.iv  van  di  pi'niliii'.;  on  liii.il  p]  l.  .  I.ix.  v  li.  .  n,,-.  lid.-,  insiiiaii.  i-.  rr!;irai.ill\  M  i]iiiri  d  .  .|iiip  .luA  d,  .il,  i  .  Ii.iiu.  s  ,  Mi.i  l.i  wr  ri  spoMsiblr 
lo,  „i.niil,n.,iuf.  ,-v,ssu,-.„  &  l,-.n  .ni.l  Kli/lid  o«-i  I^.OOO/vr.  I.caM-.Tid  puoh.is.  o,,,        slll!;'IO  |),.p.,.,i  ,  ,  iioi  lo  ,  v  r,  d  MM  I  iii.n  I,,  dn,  .,1  I,  .,  .  .  ud    lo  ,|„,,lil„d  I,  ,„      d,io,is;li  I,,\ola 

lolo,  ( :n-d,i  (.:,,! po.,iii,,n  Sinnl.,1  l.-.,s,'  in  .\L.  I'L.  (J.X,  NC:  &  .SC  dirouL;li  Wodd  (  )i,,ni  l  iii  i.il  (  oipoi.mon.  Payments  higher  in  AR,  CT,  LA,  MA,  MO,  MS,  OK,  RI,  TX,  VA&  WV.  i  lll.  i  u.a 
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In  Business  This  Week 


EDITED  BY  THANE  PETERSON 


A  RISKY  MOVE 
FOR  HOECHST 


YOU  GOTTA  GIVE  JURGEN  DOR- 

mann  credit:  He's  not  afraid 
to  mal\e  big  moves.  On  Feb. 
28,  the  CEO  of  German  drug 
and  chemical  giant  Hoechst 
announced  that  he  is  willing 
to  pay  $25.75  a  share,  or 
about  $7.2  billion,  for  Marion 
Merrell  Dow,  the  troubled 
drugmaker  Dow  Chemical 
has  been  trying  to  unload. 
The  move  takes  chutzpah: 
Analysts  chided  Hoechst  for 
overpaying  in  1993  for  51% 
of  generic  drugynaker  Copley 
Phannaceutical,  which  now  is 
mii'ed  in  lawsuits  over  an  al- 
legedly tainted  asthma  drug. 
Hoechst  put  down  $55  per 


CLOSING  BELL 


RESCUED? 


Finally,  a  hint  of  relief  for  AST 
Research,  the  troubled  PC  mak- 
er. On  Feb.  27,  Samsung  agreed 
to  pay  $378  million  for  a  40% 
stake  in  the  company.  AST's 
shares  rose  13%  on  the  news. 
But  Wall  Street  is  worried  about 
near-term  earnings  dilution  and 
has  refused  to  value  the  stock 
anywhere  near  the  $19.50  to  $22 
the  Korean  electronics  giant  is 
paying  for  most  of  its  shares. 
AST,  which  traded  above  30  early 
last  year,  was  late  to  market 
with  new  computers  last  fall.  It 
lost  $62.2  million  on  sales  of 
$1.1  billion  in  the  six  months 
ended  Dec.  31.  The  deal  should 
end  AST's  cash  problems:  By  the 
time  it's  completed  in  June,  AST 
will  have  received  a  $250  million 
cash  infusion  from  Samsung. 


35  - 


AST  RESEARCH 


0  ""  '  

JAN  2,  '94 
ASTOCK  PRICE 

DATA  BLOOMBERG  FINANf.lAl  MARKETS 


FEB  28,  '95 


share  for  its  stake;  Copley 
now  trades  at  about  $18. 
Standard  &  Poor's  put 
Hoechst  on  a  credit  watch 
"with  negative  implications" 
because  of  wonies  about  how 
Dormann  will  finance 
Hoechst's  latest  bid. 


THEEU  MAY  NIX 
THAT  SPRINT  DEAL 

IS  sprint's  big  global  tele- 
com  alliance  in  trouble?  As 
part  of  an  effort  to  force 
France  and  Gennany  to  open 
their  telephone  markets,  Eu- 
ropean Union  officials  have 
told  BUSINESS  week  that  they 
may  nix  a  bid  by  France 
Telecom  and  Deutsche  Tele- 
kom to  buy  20%  of  Sprint  for 
$4.2  billion.  The  officials  say 
the  EU  plans  soon  to  an- 
nounce that  a  joint  venture 
between  France  Telecom  and 
Deutsche  Telekom,  wliich  was 
meant  to  become  the  core  of 
the  Sprint  alliance,  will  not 
be  allowed  to  use  the  phone 
companies'  existing  infi-astiTic- 
tures.  The  Sprint  alliance  will 
only  get  access  to  the  phone 
networks  once  France  and 
Germany  allow  rivals  to  op- 
erate networks,  too. 


GRAND  TOUR  FOR 
AMERICA  ONLINE 

call  it  EOL.  GERMANY'S  BER- 

telsmann,  the  worid's  second- 
lai'gest  media  gi'oup,  is  pkmk- 
ing  down  $50  million  for  5% 
of  America  Online,  giving  aol 
an  indicated  market  value  of 
$1  billion.  The  idea  behind 
the  deal:  put  Europe  online, 
starting  with  Germany, 
France,  and  Britain,  through 
a  50-50  joint  venture  using 
$100  million  of  Bertelsmann 
cash.  The  partners  aim  to 
beat  Microsoft  and  other 
wannabes  planning  online  ser- 
vices in  Europe — while  fac- 
ing off  against  h&r  Block's 
CompuServe,  currently  the 
biggest  player  in  Europe. 
agl's  shares  rose  16%,  to  82k;, 
on  the  news. 


HEADLINER:  BRUCE  BUSBY 


HILLHAVEN'S  VALLEY  OF  THE  TAKEOVER 


For  a  guy  who  nursed  a 
sick  company  back  to 
health,  Bruce  Busby  is 
taking  some  flak.  Since 
1991,  when  he  became 
CEO  of  Tacoma 
(Wash.)-based  / 
Hillhaven,  the 
No. 2  U.S.  - 
nursing-home 
chain,  Busby  ^ 
has  lifted  earn-  ^* 
ings  30-fold,  to 
$57  million  on  rev- 
enues  of  $1.4  bilHon 
in  fiscal  1994.  And  on  Feb. 
28,  Busby  said  he  will  ex- 
pand Hillhaven's  reach  by 
paying  $120  million  in 
stock  for  Indianapolis'  Na- 
tionwide Care. 

There's  one  hitch:  a  nas- 
ty takeover  battle  with 
Horizon  Healthcare,  which 
in  January  made  a  bid  for 


Hillhaven.  Horizon  was 
founded  by  former  Hillha- 
ven presiclent  Neal  Elhott. 
Busby  nixed  Elliott's  bid 
as  "inadequate,"  anger- 
ing some  sharehold- 
ers who  wanted 
to  cash  out. 

Now,  some 
investors  see 
the  Nationwide 
deal  as  a  move 
by  Busby  to  put 
15%  of  Hillhaven's 
shares  in  friendly 
hands.  Busby  calls  that 
"absolutely  incorrect,"  but 
he  faces  three  lawsuits 
over  his  rejection  of  Hori- 
zon's bid.  The  market  fig- 
ures Busby  will  win  out, 
though:  Hillhaven's  stock 
is  trading  around  $24,  $4 
less  than  Horizon's  offer. 

By  Dori  Jones  Ycmc 


FAT  PRICE  FOR 
A  PUDGY  GENE 

DESIGNER  GENES  ARE  GOING 

for  a  bundle.  On  Feb.  28,  Am- 
gen,  the  biotech  powerhouse, 
won  an  intensely  contested 
auction  for  the  right  to  work 
with  an  obesity  gene  that  had 
been  identified  by  scientists 
at  Rockefeller  University. 
Amgen  will  pay  the  univer- 
sity $20  million  up  fi'ont  for 
rights  to  the  gene.  Payments 
eventually  could  reach  sever- 
al times  that  amount  if  the 
discovei-y  leads  to  the  devel- 
opment of  a  successful  treat- 
ment for-  obesity. 


ZENITH  DIALS  UP 
A  NEW  CEO  

albin  moschner  is  tuning 
in  on  quite  a  challenge.  In 
April,  Moschner,  42,  ■will  be- 
come the  new  cWef  executive 
officer  of  the  last  major  U.  S. 
television  maker.  Zenith  Elec- 


tronics. Jeny  Pearlman,  wl 
spent  12  rough-and-tumb 
years  at  Zenith's  helm,  a 
nounced  in  late  Februai 
that  he  will  step  dow 
Moschner,  a  former  ibm  e 
gineer  who  joined  Zenith 
1991,  has  spearheaded  a  m 
jor  factory  overhaul  and  i]| 
provements  in  productivity 
Zenith's  low-cost  Mexic; 
plants.  But  the  company  h 
lost  money  for  six  straig 
years  now,  and  there  is  st 
plenty  rnor-e  cost-slashing 
be  done. 


ra 

Hai(f[ 


ETCETERA... 


imdim 


m  Callaway  Golf  won  lawsu: 
against  two  foreign  imitate 
of  its  Big  Bertha  club. 

■  British  Wallboard  mak 
bpb  Industries  joined 
fight  for  National  Gypsun; 

■  Lehman  cut  its  top  exe^ 
cash  bonuses  by  85%;  th< 
total  pay  dropped  50%. 

■  Columbia  s&L  ex-CJ  * 
Thomas  Spiegel  settled  wi 
the  feds  for  just  $275,000, 
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(Jur  plain  paper  tax  machine 
options  aren't  option"^ 


I  \  (iu've  been  waiting  for  the  right  moment 

ti!  buy  a  plain  paper  fax,  this  is  it.  Now,  for 
limited  time,*  the  fax  options  yon  want 
1  )st  are  free. 

What's  more,  Canon  LASER  CLASS 
X  machines  continue  to  save  you 
oney.  That's  because 
f  ma|or  cost  of 
■vninga  fax 
achine  isn't  buying 

it's  using  it.  And  Canon 
ASER  CLASS  fax  machines 
n  e  features  that  reduce  labor 
id  line-time  costs  so  much  they 
c  the  least  expensive  plain 

M  i(  tlASS  is  a  regiitered  trademark  of  Canon  Int.  'Tins  oHcr,  which  runs  Irom  Fcbriuiry  1  to  M.iy  jpplii-s  to  the  t  AStR  CLASS  MIDI),  I  SOI),  711110  and 

"I  Hid  to  the  FAX-L777and  FAX-L790.  Offer  vanes  based  on  model  purchased.  Available  nnlv  in  the  U.S.  local  dealer  prices  may  vary. 
I'M  1 1  .S.A.  does  not  warrantor  endorse  third-part>'  software.  ©1995  C^non  U.S.A.,  Inc. 


jiapcr  tax  machines  you  can  own.  No  wonder 
Canon  received  an  Editor's  Choice  award  from 

What  to  Buy 
for  Business. 
And  there's 
one  more 
money-saving 
offer  It's  the 
free  Fax 
Decision 
Maker's  Kit  to 
help  you  decide 
which  fax 
machine  will 
save  you  the  most  money. 


For  your  copy  and  more  information, 
call  1-800-OK- CANON.  At  Canon, 
saving  money  isn't  optional.  It's  built  in. 


LASER  CLASS. 


.AIM  PAPER 


■ACSIMtLB 


Canon 


International  Business 


GLOBAL  ECONOMY 


SECOND  THOUGHTS 
ON  GOING  GLOBAL 


Riskier  emerging  markets 
have  spooked  some  players 
-but  many  big  companies 
are  staying  the  course 

If  any  country  was  the  model  of  suc- 
cess in  the  new  world  economic  or- 
der, Mexico  was  it.  The  country's 
U.  S.-trained  technocrats  seemed  to 
be  doing  everything  right.  They  flung 
open  Mexico's  markets  to  free  trade, 
rolled  out  the  I'ed  car}jet  for  foreign  in- 
vestors, privatized  lumbering  state  com- 
panies, and  beat  down  inflation.  But 
since  the  peso's  devaluation,  this  virtu- 
ous cycle  has  turned  vicious.  Mexico's 
currency  and  stock  markets  have 
crashed,  and  unemployment  has  soared. 
The  North  American  Fi-ee  Ti'ade  AgTee- 
ment,  the  engine  of  hemis]3heric  gTowth, 
has  produced  a  dangerously  weak  part- 
ner- for  the  U.  S.  The  implication  is  that 
far  from  tiiumphing  around  the  world, 
the  free-market  model  has  hit  a  wall. 

Now,  the  Mexican  crisis  is  giving  rise 
to  second  thoughts  about  the  course  of 
the  global  economy.  Overall,  the  con- 
sensus opinion  among  executives,  ])ortfo- 
lio  managers,  academics,  and  govern- 
ment ofTicials  is  still  encouraging.  The 
stnictural  foundations  for  free  markets, 
such  as  open  borders  and  j^rivatization, 
seem  to  be  as  solid  as  they  were  before 
the  mixture  in  Mexico. 
NEW  DEALS.  But  the  realizati(.in  is  sink- 
ing in  that  as  these  markets  develop, 
bouts  of  volatility  will  cause  periodic 
panics.  For  the  short  term,  that's  bad 
news  for  the  mutual  funds  and  invest- 
ment h(juses  that  have  i)iled  into  the 
immature  financial  markets  f)f  the  devel- 
oping world.  More  conflicts  will  einpt 
between  the  Finance  Ministers  in  these 
countiies  and  the  investors  of  this  so- 
callefl  hot  money,  which  seeks  out  the 
best  returns  and  shuns  the  biggest 
risks.  Countries 
such    as    Mexico,  JITTERY 

which  despite  its  rpj^g  Buenos  Aires 

progress  gi-ew  dan-  ,   ,     «  . 
gerously  addicted  to  ^^^'^'^  fretS  OVer 
short-term  borrow-  devaluation 


ings,  will  be  eventually  punished  by  the 
markets  for  their  profligacy.  Govern- 
ments in  Asia  are  moving  to  protect 
themselves  by  erecting  hurdles  to  curb 
the  flow  of  hot  money.  Even  in  Western 
Europe,  some  opponents  of  the  new  oi'- 
der  may  tiy  to  blunt  the  power  of  bond 
investors  who  are  assailing  the  welfare 
state's  costs. 

In  this  turbulent  atmosphere,  the  in- 
itiative could  pass  to  the  other  souix-e  of 
foreign  capital  in  emerging  markets — 
the  multinational  corporations,  which 
control  hundreds  of  billions  in  assets 
and  have  gi'owing  operational  expertise 
in  far-flung  markets.  For  now,  execu- 
tives at  these  companies  seem  optimistic 
about  global  opportunities,  peso  devalu- 
ation or  no.  To  these  giants,  says  Robert 
E.  Donovan,  executive  vice-president  of 
ABB  Asea  Brown  Boveri  Ltd.,  the  gi- 
ant engineering  concern:  "[Mexico]  is 
just  a  bump  in  the  road." 

Well,  maybe.  Some  of  these  compa- 
nies may  have  invested  so  heavily  in 
emerging  markets  that  they  are  locked 
in  to  a  long  term  view.  Yet  as  mutual- 
fund  money  flees  homeward,  it's  likely 
multinationals'  patient  capital  will  look 
even  moi-e  valuable  to  governments  in- 
tent on  develo])ment.  China's  recent  con- 
cessions on  intellectual-property  rights, 
which  favor  such  companies  as  Microsoft 
Corp.  and  Time  Warner  Inc.,  also  en- 
hances corporate  clout. 

So  even  while  the  Mexican  ciisis 


Ari 


!i  La; 


ne^  stronit 


k  (■( 


smolders,  chief  executives  are  sear 
ing  out  more  deals.  In  recent  days, 
heuser-Busch  Cos.  signed  a  pact  to 
80%  of  a  big  brewery  in  Wuhan,  Chinj  i 
while  Motorola  Inc.  announced 
deals  in  China,  including  a  .$28  millio 
joint  venture  to  make  semiconductor  k 
in  Sichuan  province. 

To  the  Germans,  who  have  investe 
billions  in  central  Europe  since  the 
of  the  Berlin  Wall,  the  Mexican  cnslffi.AJ 
seems  very  far  away.  "We  invest  in  rei 
factories  there,  not  in  bonds,"  say 
Gerhard  Seufert,  head  of  the  Centrs  p 
European  division  of  the  Economic  t 
Ministry.  Companies  from  Daimlei-  Ber 
to  Siemens  to  the  big  utilities  are  opei 
ating  in  Poland,  Hungary,  and  the  Czec  n 
Republic. 


aiidfi 
«■*; 
tlat  iio 
s  tile 
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n  Latin  America,  the  region  most 
ken  by  Mexico's  devaluation,  Volks- 
)'en  has  revealed  plans  to  invest  ovei' 
')  billion  in  Brazil.  And  GM  Hughes 
ctronics  Coi'p.  decided  to  expand  its 
ellite-TV  service  throughout  the 
ion. 

Cven  in  Mexico,  many  companies  still 
the  countiy's  value  as  an  exporter 
/  and,  later,  as  a  consumer  market 
in.  A  Matsushita  Electric  Industrial 
division  is  building  a  cadmium-nick- 
iattery  plant  in  Tijuana.  Chrysler 
■p.,  v/hich  manufactui'es  both  for  ex- 
t  and  domestic  consumption  in  Mex- 
wants  to  convince  more  of  its  suppli- 
that  now  is  exactly  the  right  time  to 
?st  there,  according  to  President 
)ert  A.  Lutz. 


Emerging  Markets 


Their  Stocks 
Are  Battered. 


100 


...But  Direct 
Investment  Is  Strong 


FOREIGN  DIRECT 
-   INVESTMENT  IN 
EMERGING  MARKETS 


14  FEB,  27,  '95 

GS  SECURITIES  INC,  WORlD  BANK,  BUSINESS  WEEK 


DELHI  DEALS 
Multinationals 
are  still  pouring 
capital  into  India 


But  Lutz  is  taking  the  long  view, 
since  conditions  in  Mexico  are  getting 
tougher.  Sales  of  Chiysler  vehicles  are 
down  40%  in  the  first  two  months  of 
the  year.  Recession  is  stalking  Argenti- 
na, too,  in  the  wake  of  the  Mexican  cri- 
sis. To  convince  foreign  bondholders  that 
a  Mexican-style  devaluation  is  not  immi- 
nent, the  Argentine  government  is 
searching  for  major  cuts  in  spending. 

In  this  tense  atmosphere,  portfolio 
managers  wonder  where  trouble  will 
strike  next.  Pakistan  and  the  Philip- 
pines, for  example,  have  accumulated 
large  current-account  deficits.  Thailand, 
which  has  issued  a  lot  of  short-term 
debt,  had  to  stop  a  ran  on  its  cun-ency 
as  foreign  investors  beat  a  temporaiy 
retreat.  Declares  Alan  J.  Stoga,  man- 


'91  '92 
A  BILLIONS  Of  DOLLARS 


aging  director  of 
consultants  Kis.sin- 
ger  Associates  Inc.: 
"We  know  that 
there  will  be  other 
Mexicos." 

On  Western  Eu- 
rope's doorstep,  Hungary's  festering- 
budget  problems  illustrate  the  strain  of 
passing  from  a  communist  welfare  state 
to  something  resembling  capitalism. 
Hungaiy's  current-account  deficit  of  $3.7 
billion  and  overall  foreign  debt  of  $28 
billion  ai'e  danger  signs  in  such  a  small 
economy.  A  ministerial  crisis  over  pri- 
vatization has  also  caused  jitters.  Yet 
here  the  pressures  of  outside  investors 
have  seemed  to  prevail:  The  govern- 
ment has  recommitted  itself  to  rapid 
privatization  and  more  austerity. 
NO  RUSH.  The  greatest  beneficiaries  of 
the  new  investment  mood  for  now  may 
be  Asia's  proponents  of  the  Japanese 
model  of  slow,  controlled  development. 
Japanese  financiers  already  say  that 
Mexican  events  have  repudiated  the  go- 
fast  approach  of  the  "Berkeley  mafia," 
the  free-market  purists  who  have  been 
advising  many  Asian  governments.  "We 
think  a  gTadual  approach  is  better  than 
rushing,"  says  Shinichiro  Kobayashi,  a 
senior  manager-  at  Bank  of  Tokyo  who 
spent  19  years  in  Latin  America.  "You 
have  to  consider  each  countiy's  strength 
and  [economic]  maturity." 

More  countries  may  well  adopt  ver- 
sions of  the  Asian  model  to  avoid  Mex- 
ico's fate.  William  Ebsworth  of  Fidelity 
Investments  in  Hong  Kong  recently  vis- 
ited India  to  check  out  equity  invest- 
ments there.  But  he  was  surprised  to 
find  the  Indians  now  fi-owning  on  portfo- 
lio investment.  Direct  foreign  invest- 
ment is  fine,  but  there  is  talk  of  India 
reducing  the  shares  foreigners  may  hold 
in  a  domestic  company  to  10%  from 
24%'.  In  China,  government  officials  are 
concerned  that  hot  money  is  adding  to 
the  country's  inflationary  woes.  So  reg- 
ulators in  Beijing  have  brought  to  a 
near  halt  foreigners'  purchase  of  stock 
issues. 

By  exposing  the  weak  underpinnings 
of  global  development,  the  Mexican  cri- 
sis has  given  eveiyone  its  fii'st  look  at 
how  risky  the  new  world  really  is.  The 
next  job  for  the  architects  of  the  global 
financial  order  is  to  build  in  restraints 
and  early-warning  systems  that  will  en- 
courage growth  without  letting  it  get 
out  of  control.  It's  an  urgent  mission 
that  nations  will  ignore  at  their  peril. 

By  Christopher  Power,  with  Rose 
Brady  in  Neiv  York,  Joyce  Bamathan 
in  Hong  Kong,  Karen  Lowry  Miller  in 
Bonn,  and  bureau  reports 
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COMIVtENTARY 

By  Karen  Pennar 


GLOBALISM?  MOST  INVESTORS  SAY,  NO  THANKS' 


This  is,  the  headlines  scream  at 
us,  the  age  of  free  markets  and 
global  capitalism.  Evei-y  day,  bil 
hons  of  dollars  buzz  across  borders. 
Tons  of  goods  traverse  oceans.  Peo- 
ple pick  up  stakes  and  move  clear 
across  continents.  Today,  we  are  all 
citizens  of  the  world. 

Not  cjuite.  For  all  the  fuss 
about  globalization,  a  strong 
streak  of  provincialism  per- 
vades our  lives.  Indeed,  what 
economists  call  a  "home  bias" 
characterizes  many  economic 
decisions — and  not  just  among 
Americans. 

Call  it  the  devil-you-know 
phenomenon.  For  whatever  rea- 
son— caution,  familiarity,  or  con- 
vention— people  seem  to  want 
to  stick  close  to  home.  Me.xico's 
economic  crisis  and  the  toppling 
of  Britain's  oldest  merchant 
bank,  thanks  to  outsize  deriva- 
tives ti'ades  in  Singapore  that 
went  bad,  will  only  reinforce 
home  biases. 

NO  COMMITMENT.  Investors 
have  engaged  in  a  lot  of  "finan- 
cial tourism"  in  recent  years, 
following  one  another  to  trendy 
foreign-investment  hot  spots 
such  as  Mexico,  observes  Neai 
M.  Soss  of  Soss  &  Cotton  En- 
terprises LP,  a  New  York  finan- 
cial consulting  firm.  Then,  when 
trouble  strikes,  the  financial 
tourists  pack  their  bags  and 
head  back  home.  Says  Soss: 
"People  don't  have  the  depth 
of  commitment  to  foreign  mar- 
kets that  they  have  to  home 
markets." 

Over  the  past  15  years  or  so, 
U.  S.  purchases  of  foreign  stock  have 
gi'own  at  an  impressive  22%  annual 
compound  rate,  according  to  figures 
from  the  Securities  Industry  Assn. 
Even  so,  foreign  equities  amount  to 
only  6%  of  the  total  equity  holdings 
of  American  investors — this  at  a 
time  when  the  capitalization  of  non- 
U.  S.  equity  markets  has  gi-own  to 
63.6%  of  total  global  market  capital- 
ization, according  to  data  from  Mor- 
gan Stanley  Capital  International. 

Even  though  finance  theory — and 
experience — teach  that  diversifica- 


tion lowers  risk,  diversification  into 
foreign  securities  clearly  remains  a 
novelty  for  many  U.  S.  investors. 
Home  bias  is  best  explained,  says 
economist  James  M.  Poterba  of  the 
Massachusetts  Institute  of  Technolo- 
gy, by  investors'  desire  to  invest  in 
what  makes  them  feel  "comfortable," 


When  it  comes  to  risking 
their  money,  investors  prefer 
to  stay  close  to  home 


or  in  what  they  know  about  most  or 
have  the  best  information  about — 
even  if  this  may  concentrate,  rather 
than  spread,  their  risk.  "We've  seen 
a  slow  inching  toward  more  global 
portfolios  over  the  past  couple  of 
decades,"  explains  Ingrid  M.  Wer- 
ner, an  economist  at  Stanford  Uni- 
versity's Graduate  School  of  Busi- 
ness, "but  there  is  a  long  learning 
process." 

By  the  same  token,  a  home  bias 
or  close-to-home  bias  shows  up  in 
global  trade.  Studies  show  that  prox- 


imity between  nations  is  a  key  de- 
terminant of  trade  and  plays  a  much 
gi'eater  role  than  transportation 
costs  warrant,  says  Paul  Krugman, 
economist  at  Stanford  University. 
Thus,  France  is  Germany's  single 
largest  trading  partner  and  vice  ver- 
sa. Similarly,  the  U.  S.  trades  more 
with  Canada  than  with  any 
other  countiy. 

Still,  that  trade  might  be 
much  greater  than  it  is.  A 
study  by  John  McCallum,  chief 
economist  at  Royal  Bank  of 
Canada,  found  that  interprovin- 
cial  trade  in  Canada  exceeds 
the  trade  that  goes  on  between 
Canadian  provinces  and  U.  S. 
states — even  after  holding  fac- 
tors such  as  size  and  distance 
constant — by  a  factor  of  moi'e 
than  20. 

REBOUND  EFFECT.  Even  migra- 
tion patterns,  despite  the  ap- 
parent upsurge  in  migration 
in  recent  years,  may  be  affect- 
ed by  the  pull  of  home  bias. 
Researchers  Riccardo  Faini 
of  the  University  of  Brescia 
and  Alessandra  Venturini  of 
the  University  of  Bergamo  in 
Italy  discovered  that  while 
emigration  from  poor  coun- 
tries initially  rises  as  income 
gi-ows,  it  begins  to  fall  once  an 
income  threshold  of  about 
$-4,000  (in  1985  dollars)  is 
crossed.  Then,  the  researchers 
say,  a  home-bias  effect  begins 
taking  over. 

Many  barriers  to  the  move- 
ment of  people  across  borders 
still  exist,  of  course,  while  bar- 
riers to  the  movement  of  capi- 
tal and  goods  have  fallen  rapidly 
over  the  past  couple  of  decades. 
Nonetheless,  home  continues  to  look 
like  a  safe  place,  especially  now  with 
the  U.  S.  stock  market  up  6%  so  far 
this  year  and  with  emerging  mar- 
kets under  a  cloud.  But  over  the 
long  haul,  the  payoff  for  investors — 
as  well  as  for  trading  nations — will 
come  from  looking  beyond  their  own 
borders. 


Pennar  is  a  senior  writer  in 
economics. 
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If  you  think 

the  home  you  own  will  fiind  your  retirement, 
you've  reached  this  page 

just  in  time. 


Once  you  could  count  on  your 
home  to  fund  a  large  part  ot  your 
retirement.  Your  family  nest 
would  eventually  become 
your  "nest  egg." 

But  no  longer.  Home 
values  have  stagnated; 
adjusting  for  inflation,  the 
average  house  in  many  markets 
is  worth  no  more  today  than  it 
was  15  years  ago. 

So,  it  you  can't  count  on  the 
value  of  your  home  appreciating, 
what  can  you  do  now? 


r 

I 
I 
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Send  for  a  tree  copy  ot 
Twentieth  Century's  guide, 
The  New  Retirement  Reahties: 
Strategies  for  a  More  Secure 
Future,  and  a  complete  IRA 
planning  kit.  You'll  learn 
new  ways  that  may  help  you 
adjust  your  strategy  to 
better  prepare  tor  retire- 
ment. Phis,  you'll  discover  how 
an  IRA  could  help  provide  a  more 
solid  foundation  tor  your  tuture. 

There's  still  time! 
CaU  1-800-345-2021  today. 


i'.O.  Box  4192110  •  Ivinsas  Cilv,  Missouri  (;4141-620C) 


Please  Rush  Me  A  Free  Copy  Of  The  Neiv  Retirement  Realities  And  IRA  Kit  Today! 


TwL-nCK-tli  Century  Sli.ircliolJer.'    □  Ye^-    □  No 


Name 


Addr 


BSW 


Ctv 


Sra 


z.r 


*  Fnim  A  G.irv  Shilliiii;  ^  l  u  ,  Int  (Spriimtit-IJ.  NJ),  W^4  Luivj  Tcriii  1..K'>.,isi,  I  Vli.k'i  1  i.  I'l'M 

The  IRA  Kit  contains  a  prospectus  with  more  complete  information,  incluJuif^  charycs  and  expenses.  Please  read  the  prospectus  carefully 
before  investinj^. 


If  you're  age  40, 

and  want  to  enjoy  yoiir  retirement, 
you've  reached  this  page 

just  in  time. 


Sure,  yoirre  concerned  about 
retirement  hut  ri^ht  now  you'x'e 
got  other  pritnities.  The  kids.  The 
nmrtgage.  That  new  car.  So  how 
dt^  you  take  care  oi  ohh- 
gations  today  and  still 
invest  tor  ycnir  future.' 

Let  Twentieth  Century 
Mutual  Funds  help  you. 

Send  tor  a  Free  copy  ot 
our  intormatix'c  guide,  The 
New  Retirement  Realities:  Strate,<,ne.s 
for  a  More  Seeiire  Future.  You'll 
discover  inx'estnient  mtormation 
to  help  ycui  meet  today's  changing 


realities.  And  we'll  include  a 
cttmplete  IRA  planning  kit  that 
explains  the  many  advantages 
ot  adding  an  IRA  to  your 
retirement  savings  plan. 
You'll  also  see  why 
Twentieth  Century's 
in\'estment  philosophy  and 
expertise  may  he  the  right 
way  tor  you  to  prepare  tor 
I     a  more  enjoyable  retirement. 

I 
I 


I 

t 


There's  still  time! 
CaU  1-800-345-2021  today. 


HO.  BdX  tl'L'dil  •  Kansas  Cilv.  Mi-scuri  i>U  U-(i2(«) 


Please  Rush  Me  A  Free  Copy  Of  The  New  Retirement  Realities  And  IRA  Kit  Today.' 


TuL'tita-th  CL-iuur\  SharcliolJcr.'    □  Yes    □  Nii 


Name 
Address 


Stare 


Zir 


The  IRA  Kil  Liuitains  a  prnspcetus  uith  mure  (.uiiipielc  iniurinatK m,  iiKludiiiH  ehart;cs  and  expenses.  I'le.isc  read  the  prospeetiis  earetuUy  hctore  in\estin.i;. 
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RAZIL 


rS  CARNIVAL  TIME 
OR  INVESTORS 

ultinationals  are  betting  big  on  growth  in  Brazil 


s  skittish  portfolio  investors  contin- 
ue to  pull  money  out  of  Latin 
America's  gyrating  money  mai'kets, 
uintertrend  is  showing  up.  In  Bi'azil, 
mc  of  the  world's  biggest  companies 
1^  pouring  billions  of  dollars  into  dii-ect 
vestments.  Hard-nosed  coipoi'ate  plan- 
rs  in  industries  from  autos  to  beer 
lieve  the  upsurge  under  way  in  the 
L'ion's  biggest  economy  won't  be 
)pped  by  financial  jitters. 
On  Feb.  21,  General  Motors  Corp. 
nounced  a  $2  bilhon,  four-yeai-  invest- 
int  to  boost  its  Brazilian  production 
pacity.  The  buildup  is  "indisputable 
I » )t'  of  our  confidence  in  this  countiy," 
1(1  Jose  Carlos  Pinheiro  Neto,  corpo- 
te  affairs  director  at  General  i"'^ 
>t()rs  do  Brasil. 

l\vo  days  later,  Volkswagen 
:jped  gm:  It  unveiled  plans  to 
vest  $2.5  bilhon  by  1999  to 
ubie  its  Brazilian  output,  to  1 
llion  vehicles  per  year,  and 
Bi'azil  its  center  for  world- 
de  ti-uck  production. 
LL  THE  RIGHT  MOVES."  What's 
lUTing  the  wade-ranging  invest- 
-nts  (chart)  is  the  economic  re- 
uiid  stemming  from  Brazil's 
•e-market  reforms.  Last  year, 
uss  domestic  product  grew 
■'y  ,  up  fi-om  4.2%  in  1993,  stim- 
ited  by  the  Real  Plan.  The 
m,  a  mix  of  fiscal  measures 
d  a  new  currency,  the  real. 


braked  inflation  from  more  than  40% 
per  month  last  June  to  just  1%  now. 
This  yeai;  forecasters  expect  gTOwth  of 
around  5%. 

Rising  consumption  is  the  attraction 
for  St.  Louis  brewer  Anheuser-Busch 
Cos.  On  Feb.  22,  it  laid  out  $105  million 
for  a  10%  stake  in  Antarctica  Paulista, 
Brazil's  leading  brewer,  with  an  option 
to  buy  S0%.  Bi'azil  appears  to  making 
"all  the  right  moves,"  says  Jack  H.  Pui'- 
nell,  chaii-man  of  Anheuser-Busch  Inter- 
national Inc. 

Nevertheless,  President  Fernando 
Hemicjue  Cardoso  must  still  ])ush  addi- 
tional reforms  through  Congi'ess.  These 
range  fi'om  revamping  the  bankiupt  so- 

The  Heavy  Hitters  That 
Are  High  on  Brazil 


COMPANY 

TYPE  OF  INVESTMENT 

AMOUNT 

MILLIONS 

VOLKSWAGEN 

Auto  making-expansion 

$2,500 

GENERAL  MOTORS 

Auto  making-expansion 

2,000 

ANHEUSER-BUSCH 

Purchase  of  10%  share 
in  brewery 

105 

PROCTER  &  GAMBLE 

Health,  paper,  and  beauty 
products-expansion 

80 

AT&T 

Purchase  of  83%  share 
in  PC  manufacturer 

6 

DATA  COMPANY  REPORTS 

cial  security  system  to  opening  indus- 
tries such  as  telecommunications  and 
electric  power  to  private  investment. 

Portfolio  investors  are  also  uneasy 
about  the  overvalued  real,  currently 
worth  about  $1.18.  On  the  plus  side,  the 
strong  ciuTency  is  holding  down  inflation 
by  pulling  in  cheap  imports.  But  it  is 
also  eroding  Brazil's  traditional  trade 
surplus,  which  dipped  into  deficit  in  re- 
cent months.  To  avoid  Mexico's  fate, 
Cardoso  has  moved  to  curb  the  deficit 
by  hiking  auto-import  duties,  stepping 
up  export  financing,  and  tightening  con- 
sumer credit. 

PIPES  AND  MOTORS.  Ui3  to  now,  Brazil- 
ian companies  have  been  cautious  about 
investing.  But  late  last  month,  Tubos  e 
Conexoes  TigTe,  the  top  maker  of  pipes 
and  joints,  said  it  would  spend  $80  mil- 
hon  to  increase  production,  while  elec- 
tric-motor manufacturer  Weg  Motores 
unveiled  a  $70  million  expansion  plan. 

The  new  investments  should  give  a 
boost  to  Brazil's  j^roductivity  and  trade 
balance.  Take  Procter  &  Gamble  do 
Brasil.  President  Fernando  Aguirre 
says  p&g's  new  plant  near  Sao 
Paulo,  in  which  it  may  invest 
$80  million  over  three  years,  will 
give  it  "an  efficient,  state-of-the- 
art  facility." 

For  AT&T's  computer  division, 
a  $6  million  outlay  in  January 
for  an  83%^^  stake  in  computer 
maker  Monydata  is  a  foothold 
in  an  emerging  market.  "It  is 
not  a  question  of  whether  to  in- 
vest in  Brazil,"  says  Fabio 
Steinberg,  at&t  spokesman  in 
Brazil.  "It's  a  must."  If  Brazil's 
recovery  continues,  many  com- 
panies are  likely  to  feel  that 
need,  even  as  the  financial  mar- 
kets continue  to  jiggle. 

By  Ian  Katz  i)i  Sao  Paulo 
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His  business 
was  saved  by 
"  a  satellite,   v  i 


Scott  Young's  livelihood  depends  on  the 
weather.  And  on  a  polar  orbiting  weather  satellite 
called  NOAA-14. 

Scott's  the  manager  of  some  700  acres  of  citrus 
grove  in  Alturas,  Florida.  When  the  temperature  drops 
below  freezing,  he  sprays  his  trees  with  a  fine  mist  ol 
72°  water.  As  this  water  freezes,  it  actually  gives  off 
heat,  protecting  his  trees  as  well  as  his  business. 

The  key  to  making  this  process  work  is 
knowing  as  early  as  possible  when  the  weather's 
getting  cold.  That's  where  NOAA-14  comes  in. 

NOAA-14  is  the  newest  satellite  in  the 
Television  Infrared  Observation  Satellite  (TIROS) 
system  operated  by  the  National  Oceanic  and 
Atmospheric  Administration  (NOAA). 

For  over  30  years,  TIROS  has  been  supplying 
the  weather  data  that's  vital  to  the  3-  and  5-day 
forecasts  we  depend  on  every  day. 

As  a  result,  TIROS-derived  data  has  helped 
save  hundreds  of  thousands  of  lives  and  properties. 
And  it  is  saving  industry  and  the  general  public  an 
estimated  $5  billion  a  year. 

As  the  company  that  built  and  launched 
NOAA-14,  Martin  Marietta  is  proud  to  be  a  part 
of  the  NOAA/NASA  team,  and  the  valuable 
contributions  it's  making  to  world  safety  and  the 
global  economy. 

Contributions  that  people  everywhere 
—  including  citrus  grower  Scott  Young  —  are 
depending  on  every  day  of  their  lives. 
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International  Business 


CHINA 


THE  NEXT  HOT  SPOT 
FOR  M&A:  SHANGHAI 

The  city  may  create  a  market  to  sell  off  state-owned  clunkers 


As  China's  top  officials  prepare  for 
the  National  People's  Congress  on 
Mar.  5,  all  factions  agree  that  the 
110,000  state  enterprises  are  bleeding 
the  country  dry.  Nearly  half  of  them 
are  in  the  red,  consuming  nearly  60%  of 
the  state  budget.  It's  largely  because 
of  the  subsidies  to  the  enterprises  that 
urban  inflation  is  roaiing  at  about  a  24% 
annual  rate.  And  even  though  banks 
are  already  overburdened  with  bad 
loans  to  these  enterprises,  they 
have  to  keep  the  companies  afloat 
because  they  employ  100  million 
workers. 

A  solution  may  be  found  in  an 
experiment  due  to  be  launched 
soon  in  Shanghai.  City  officials 
tell  Bi:si.\Ess  WEEK  that  they  will 
create  a  mergers-and-acquisitions 
market  where  assets  fi-om  Shang- 
hai-based state  enterprises  would  be 
sold  to  the  highest  bidder.  Having  won 
approval  from  Beijing,  Shanghai  offi- 
cials are  working  out  the  details  of  this 
new  M&A  exchange.  If  Shanghai  does 
the  job  well,  "this  will  accelerate  the 
corporatization  and  privatization  pro- 
cess," says  Jonathan  R.  Woetzel,  senior 
manager  of  McKinsey  &  Co.  in  Hong 
Kong. 

The  goal  of  the  exchange  is  to  dis- 
mantle money-losing  enterprises  with 


the  least  amount  of  pain.  Shanghai  in- 
tends to  begin  the  pilot  program  with 
small  enterprises  first.  E  valuators  will 
appraise  company  assets,  including  prod- 
uct lines  and  manufacturing  facilities. 
They  will  then  be  listed  separately  on  a 
local  "property  exchange." 

The  authorities  have  yet  to  deter- 
mine exactly  how  the  worlvforce  will  be 
dealt  with  as  part  of  the  new  progi'am. 
But  it's  likely  that  contracts  would  pre- 


HUNGRY? 


"We  don't  have 
situations  where  the  big  fish 
comes,  eats  the  little  fish,  and 
then  spits  out  the  bad  parts" 


dude  buyers  from  shuttering  factories 
and  laying  off  workers.  At  first,  the  ex- 
change will  not  be  open  to  foreigners, 
but  there  are  plans  to  include  them  in 
the  future. 

Officials  at  Shanghai's  State-Owned 
Management  Assets  Office,  established 
early  last  year,  plan  to  announce  by 
June  how  state  assets  will  be  evaluated. 
Shanghai  may  be  well  suited  for  such  an 
experiment  because  it  has  made  the 
most  progress  in  social  service  reforms. 


SHIPBUILDING 

Will  poorly  run 
companies  simply 
use  the  market  to 
unload  liabilities? 

For  instance,  the  city  is|, 
working  on  alternatives!: 
that  would  ease  thi 
burden  on  state  enter: 
prises,  which  tradition 
ally  have  been  the  ex|, 
elusive    providers  o; 
liealth  care  and  educa 
titin  for  their  workers, 
China  now  has  noth 
ing  that  can  be  callec 
an  M&A  market.  "W( 
don't  have  situation 
where    the    big  fisl 
comes,  eats  the  httk 
fish,  and  then  spits  out  the  bad  parts,' 
says  Li  Shugnang,  deputy  director  of 
private  consulting  firm  on  mergers  an( 
bankruptcies  in  Beijing.  To  date,  mos 
mergers  have  been  forced  by  the  gov 
erament,  which  m-ges  a  strong  compan; 
to  take  over  a  falteiing  one.  Small  pro 
erty  exchanges  do  exist  in  rural  areas 
But  they  only  involve  township,  colle< 
five,  and  private  enteiprises. 
BLOATED.  Aside  fi'om  the  Shanghai  M& 
exchange,  a  host  of  other  experiments 
in  the  offing.  The  central  govemmenl 
has  drawn  up  a  list  of  100  enterpiise 
targeted  for  modernization.  The  plan 
to  help  these  companies  improve  mar 
agement  systems,  streamline  bloate' 
workforces,  and  keep  the  governmeri 
out  of  day-to-day  business.  There  ar 
other  smaller  experiments  taking  plac 
in  large  cities  across  the  country. 
Willie  Shanghai  business  leaders  ho] 
their  experiment  vrill  work,  ot 
ers  are  not  convinced.  Poorl] 
run  businesses  may  use  the  e: 
change  as  a  way  to  unload 
abilities,    says    Bob  Chinj 
Shanghai-based  director  of  Bo.' 
ton  Consulting  Group,  which  ac  6 
vises  companies  on  doing  bus 
ness  in  China. 

Eventually,  mergers  and  ail 
quisitions  are  "inevitable  if  China  wani 
to  improve  its  industrial  management 
says  a  Hong  Kong  securities  analys 
Since  Beijing's  jittery  leadership 
afraid  to  shutter  enterprises  for  fear 
massive  unemployment  and  I'eluctant  1 
privatize  others  for  fear  of  losing  a: 
sets  to  outsiders,  the  Shanghai  exper 
nient  is  about  as  bold  a  move  as  anyor 
can  expect  in  China  these  days. 

By  Joyce  Bcmiathmi  in  Hong  Kon 
with  bureau  reports 
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DIGITAL  MEDIA  —  TooIs  for  real  time, 
interactive  worldwide  workgroups. 


MULTIPROCESSINfi— forfAe 

highest  performance  database 


GRAPHICS  —  For  engineering, 
design,  marketing,  communications,  corporate 
management,  and  the  entertainment  industry. 

Organizations  across  the  world  are  discovering  a  greater  power  One  that  enables  people  to 
innovate  visually.  One  that  accelerates  database  performance.  One  that  opens  huge  business  opportunities 

from  supercomputers  to  home  entertainment  systems,  it's  a  force  that  brings  complex  images,  sound, 
data  —  and  most  importantly  —  people's  minds  together  Let  us  show  you  what  this  force  can  do  for  you. 

Call  800-800-7441,*  dept.  D292. 

THE  nm  FORGE  IN  COMPUTING 


Silicon 


Grapliics 


4k 


*  Outside  the  U.S.,  call  (415)  390-2710.  Visit  us  on  the  World  Wide  Web  at  http://www.sgi.coni 

'  1995  Silicon  Graphics,  Inc.  At!  rights  reserved.  Silicon  Graphics  is  a  registered  trartemartt,  and  tlie  Silicon  GispMcs  logo  and  The  New  Force  in  Computing  are  (ratlpmarks,  o(  Silicon  Graphics,  Inc- 
MIPS  is  ;i  rpgisiered  trademark  and  MIPS  RISC  Certitiet*  Power  maT(<  ts  a  irademari<  of  MIPS  Tecfinologies,  Inc. 


International  Business 


CANADA 


A  CHILL  WIND 

HITS  CANADA:  NEWTNOMICS 

Big  government  is  put  on  notice  by  a  draconian  budget 


For  weeks,  the  j^ressiu'e  kept  building 
in  Canada.  Investors  womed  about 
massive  government  debt  drove  the 
Canadian  dollar  to  a  nine-year  low  of 
just  above  70  U.  S.  cents — and  dubbed  it 
the  "northern  peso."  Moody's  Investors 
Service  Inc.  threatened  to  strip  the 
coimtiy  of  its  coveted  aaa  credit  rating. 
And  as  the  government  prepai'ed  its 
fiscal  1996  budget,  investors  seemed 
ready  to  hammer  the  Canadian 
dollar  even  more. 

But  on  Feb.  27,  Prime  Minis- 
ter Jean  Chretien  answered 
back  with  a  vengeance.  In  a 
bold  bid  to  rebuild  internation- 
al confidence,  his  government 
presented  the  most  draconian 
budget  Canada  has  seen  in  foui- 
decades.  With  a  planned  $1N 
billion  in  cuts  over  the  next 
three  years,  the  budget  calls 
for  reducing  federal  spending 
to  13.1%  of  Canada's  gross  do- 
mestic product — lower  than  at 
any  time  since  1951.  Gmmbles 
Bob  Wliite,  president  of  the  Ca- 
nadian Labor  Congress:  "It 
may  make  Wall  Street  hap])y, 
but  this  budget  sounds  an  awftil 
lot  like  Newt  GingTich  to  me." 
RAIL  SALE.  The  budget  marks  a 
watershed  for  Canada,  which 
has  long  taken  pride  in  provid- 
ing  Eui'opean-style  social  progi'ams.  Ajid 
it's  an  abiupt  about-face  for  Chretien's 
Liberal  Party,  which  created  many  of 
the  big  government  progi'ams.  Sj^ending 
is  being  slashed  on  everything  from 
farm  subsidies  to  unemployment  insur- 
ance and  could  lead  to  the  elimination  of 
4.5,000  government  jobs.  While  Canada 
will  retain  its  renowned  nationalized 
health  insurance,  Ottawa's  payments  to 
the  provinces  for  social  progj-ams  will  be 
cut  by  12%  over  the  next  thi-ee  years. 

As  presented  by  Finance  Minister 
Paul  Martin,  the  budget  lays  out  a  cred- 
ible plan  for  nearly  halving  the  budget 
deficit  from  its  1994  level,  to  .$17.5  bil- 
lion— or  3%.  of  (JDP  in  the  fiscal  year 
ending  in  March,  1997.  But  over  the 
same  period,  net  fedei'al  debt  will  bal- 
loon by  19%,  to  $434  billion,  and  the 
annual  interest  tab  alone  will  soar  33%-. 
Canada's  "balance  sheet  has  deteriorat- 


ed so  much,  it  will  take  year's"  of  cuts  to 
lower  government  debt,  wams  Brian  I. 
Neysmith,  president  of  Canadian  Bond 
Rating  Service,  a  private  agency. 

That  was  probably  why  the  market 
rallied  only  modestly  after  the  budget 
announcement.  On  Feb.  28,  the  Cana- 
dian dollar  rose  about  one-sixth  of  a 
cent  to  close  at  72(Z,  while  big  banks 
cut  the  prime  a  quarter-point,  to  9.25%-. 


Canada's  debt,  "we  have  lost  control 
our  economy  and  are  being  forced  ij 
haiTnonize  our  social  progi-ams  down  f/.i 
U.  S.  standards,"  complains  Maude  Bajaj 
low,  head  of  the  Council  of  Canadians,  |ii  j 
group  against  fi'ee  trade.  In  anothiii^; 
echo  of  the  RepubUcan  revolution  in  tlL 
U.  S.,  the  budget  makes  a  "major  mo^i'|l 
to  transfer  powers  back  to  the  provi: 
es,"  says  John  McCallum,  chief  econj 
mist  at  Royal  Bank  of  Canada.  Pro 
inces  will  have  far  more  freedom 
design  social  progi'ams.  r( 
GREENER  GRASS.  In  the  end,  though,  C|| 
nadians  may  be  getting  what  they  a'4^; 
wiUing  to  pay  for.  Earlier  this  winte^ 
angry  taxpayers  staged  rallies  aero* 
the  country  insisting  on  "no  new  taxes!| 
The  reason:  "Canadians  are  becomir$j 
more  and  more  alarmed"  about  tl' 


PROTEST 


IN  CALGARY:  //  //  hr  ii  loinj  fiinr  /n,, 


td.f  I'dtt's  citiiii'  (Inn  II  to  I   N  /('/t/.s 


In  any  event,  the  budget  cuts  signal  a 
new  era  for  Canadian  citizens.  Unem- 
ployment insurance  i)ayouts  will  be  cut 
10%  on  top  of  the  12%  cut  in  last  year's 
budget.  Aid  to  daii'y  farmers  will  fall 
30%.,  and  subsidies  to  business  will  be 
slashed  more  than  60%.  Furthermore, 
Ottawa  plans  to  privatize  the  Canadian 
National  Railway  Co.  and  unload  its 
70%  stake  in  Petro-Canada. 

With  foreigners  now-  holding  much  of 


Nearly  everything  is 

on  the  chopping 
block  except  health 
insurance 


growing  disparity  between  U.  S.  aifl 
Canadian  taxes,  explains  David  Penji? 
an  executive  at  the  Canadian  Tax  Fouii  ■ 
dation,  a  national  tax  i-esearch  gToup.i 

Fifteen  years  ago,  the  tax  burdii 
was  about  equal  on  both  sides  of  tli 
border.  But  now,  marginal  income  t;l 
rates  are  some  25%-  higher  in  Canadj 
So  Marlin  resisted  raising  per'sonal  it 
come  taxes — a  big  change  from  previoi 
Canadian  budgets.  Instead,  he  imposd 
modest  hikes  in  gas  and  corporate  i- 
come  taxes. 

For  all  the  anger  over  taxes,  it  w^ 
be  a  long  time  before  Canada  can  affo  i 
to  nai'row  its  tax  disparity  with  tlf 
U.  S.  Canada's  debt  pi'oblem  is  brin^ 
ing  its  era  of  a  European-style  socl 
welfare  system  to  a  gi-adual  end.  T]f 
days  of  tighter  budgets  and  tax  fatigi! 
are  just  getting  under  way. 

By  William  C.  Sijmotids  in  Tomm 


\ 
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Buy  a  Compaq 
Notebook 
And  Get  A 

Desktop  Free. 


Compaq  SmartStation 


Compaq  LIE  Blue  -///  jC  A 


$700 


Just  how  do  vou  CTct  two  PCs  tor  the  price- 
of  one?  Buy  a  Compaq  I  TE  Elite  4/50CX 
or  4/75CX  bv  April  5()tli,  and  we'll  give 
you  a  Ccjmpaq  SmartStation  to  ao  w  ith  it — tree. 

And  what's  so  smart  about  a  Compaq  SmartStation?  It's 
loaded  with  unique  features  like"VCI'l-stvle"motorized 
docking,  plug-and-|5la\  capabilities  and  integrated  Ethernet 
support.  And,  when  combined  w  ith  our  top  ot  the  line 
LTE  Elite,  it's  like  gettino  a  network-readv,  expandable 
desktop.  What's  even  more  remarkable  is  that  it's  tree  — 
still  another  reason  why  you  v\  ill  tind  this  combination 


to  hv  thi-  pertect  solution  tor  your  nvcds  in  the  ottice. 

There's  nothina  lost  w  hen  xou're  on  the  road,  either. 
Becairsf  the  LTE  Elite  is  nuv  mcist  powx-rtul  notebook. 
And  w  ith  its  built-in  AC  adapter,  \ou  won't  tind  xoursell 
lutiuina  around  anv  extra  baagage. 

Simpiv  put,  bux  iniT  an  LTE  Elite  riaht  now  and  aetting 
a  tree  SmartStation  is  a  areat  (k-al.  And  this  territic  otter 
is  onlv  a\ailable  from  Compaq.  So,  it  \-ou  want  to  tind 
out  w  here  vou  can  bu\  one  areat  computer  tor  the  road 
and  Oct  another  tor  the  ottice 
free,  you  shouki  call  us  now. 
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ONLYONEOFTHES 
CAN  HELPYDU 


If  seems  every  carmaker 
today  is  touting  its  safety  fea- 
tures. The  trouble  is,  you  have 
to  get  into  an  accident  in  order 
to  see  how  well  they  work. 
AVOIDING  TROUBLE. 

Embodied  in  the  new  Subaru 
Legacy  is  our  firm  belief  that  the 
best  way  to  survive  an  accident  is  to  avoid  one 
altogether.  Which  is  exactly  why  the  all-new  Legacy 
offers  the  active  safety  of  Subaru  All-Wheel  Drive. 
This  advanced  system  is  designed  to  supplement 
the  on-board  passive  safety  features  like  dual  air 
bags'  and  energy-absorbing  crumple  zones. 

Under  normal  driving  conditions,  Subaru 
All-Wheel  Drive  delivers  power  to  all  four 
wheels.  But  should  the  system  sense  a  loss 
of  traction  on  a  slippery  surface,  power  is  in- 
stantly redirected  to  whichever  wheels  have 
the  best  grip,  usually  making  its  adjust 
ments  before  the  driver  even  rec- 
ognizes the  problem.  Altogether, 
it  gives  you  the  confidence  of 


Crumple  Zones 


outstanding  traction  when  and  where  you  need  i 
Along  with  a  better  chance  to  avoid  an  accident,  to 
A  nd  that 's  the  beauty  of  A  ll-Wheel  Drive. 

AVOIDING  NOTHING.  |i 
Some  things  you  don't  want  to  avoid.  Like  . 
J  camping  trips  that  invariably  involve  mud,^ 
Sf^j^  ^    and  ski  vacations  that  had  better  involve 
^        snow.  As  conditions  change,  the  All-Wht 
Drive  system  automatically  distrl 
utes  power  between  the  front  and  mm 
rear  wheels  helping  to  provide  the  tracticL 
you  need.  One  of  the  reasons  Subaru  ses  ,p 
more  all-wheel  drive  cars  inAmeria  jj 


^^^^^  II 


than  all  other  makes  combined.' 

■AUat  s  wear  seal  belts   '  ■Based  on  R  L  Polk  4 
Company  Registration  Statistics  for  year-end 


mn  FEATURES 

ID  AN  ACCIDENT. 


CONTROL.UNIT 


FRONT 
WHEEL 
SENSOR 


THROTTLE  SENSOR 


Suboru  All-Wheel  Drive 


AVOIDING  EXPENSES 
Safety  has  its  price.  A  t  least 
did  before  the  new 
•gacy  arrived. 


All-Wheel  Drive  Subaru  Legacy 
is  safely  within  your  reach. 

So  call  l-800-WANT-AWD,  or 
visit  your  local  Subaru  dealer  to 
learn  more  about  all  the  advanced 
safety  features  that  are  available 
on  the  new  All-Wheel  Drive  Subaru 
Legacy.  Including  the  ones  you 
may  never 
need. 


amtenance  costs  The  New  All-Wheel  Dme  Legacy, 

LS  Station  Wagon 

e  surprisingly  modest.  Fuel  mileage  is  better 
an  a  front-wheel  drive  Honda  Accord  Wagon.^ 
nd  starting  at  $15,999,^^  even  the  price  of  an 


The  Beau^  of  All-Wheel  Drive: 


serf on  comparison  of  EPA  city  fuel  economy  estimates  for  1995  Subaru  Legixy  and  199S  Accord  Wagon,  ff  Manufacturer's  Suggested  Retail  Price  of  Legacy  Brighton  AWDM/T  Wagon  Price  does  not  include  inland 
'nsportation,  taxes,  license  and  title  fees.  Dealer  i  actual  price  may  vary.  Pictured  is  Legacy  AWD  LS  Station  Wagon  MSRP  is  $21,820  Certain  iten\s  snovm  are  optional  equipment  available  at  an  additional  charge 


Before  you  can  succeed,  you  need  to  learn  what  direction  to  take. 


Today,  sharing  a  common  direction  and  vision 
for  a  company's  future  is  critical.  It's  a  key  principle 
used  in  "organizational  learning" — one  that  can 
increase  employee  commitment,  energy  and  perfor- 
mance. By  applying  these  revoluhonary  principles, 
companies  can  learn  and  profit  from  change. 

The  journey  to  organizahonal  learning  can 
be  a  long  one.  However,  Arthur  Andersen  can  help 
companies  turn  lofty  principles  into  tangible, 
measurable  performance  improvement. 

Using  the  proprietary  Global  Best  PracHces''^^ 
knowledge  base,  Arthur  Andersen  professionals  will 
offer  insights  into  how  the  world's  finest  companies 
have  managed  change.  They'll  work  with  you  to  help 
you  implement  what  you've  learned.  With  wisdom 
gained  from  thousands  of  engagements  in 

©UWt  Arthur  Anderson,  Arlhur  Andersen  &  Cii,  SC.  All  rights  resLM'ved. 


implementing  change,  and  the  experience  of 
applying  learning  principles  internally,  you  can 
tnist  Arthur  Andersen. 

Find  out  how  you  can  develop  a  shared  vision. 
To  learn  how  Arthur  Andersen  can  help  you 
turn  learning  theory  into  success  fill 
reality  call  1-800-257-2915. 


Global  Best  Practices" 


Putting  insight 
into  practiceT' 

Arthur 
Andersen 

Arthur  Andersen  &  Cq  SC 


International  Outlook 
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MEXICO:  CAN  ZEDILLO  TURN  AN  ARREST 
NTO  A  MASTERSTROKE? 


Ifter  more  than  two  months  of  waveiing  amid  a  deepening 
economic  ciisis,  Pi-esident  Ernesto  Zedillo  Ponce  de  Leon 
may  have  found  a  way  to  take  charge.  On  Feb.  28,  he  or- 
;red  the  arrest  of  former  President  Carlos  Salinas  de  Gor- 
ri's  brother,  accused  of  plotting  the  assassination  of  a  lead- 
g  politician  last  year-.  "Nothing  and  no  one  is  above  the  law," 
■Qsecutors  said,  as  they  announced  that  Raul  Salinas  de 
Drtari  had  been  imprisoned  to  await  trial  for  the  September 
Uing  of  Jose  Francisco  Ruiz  Massieu,  former  secretaiy  gen- 
■al  of  the  long-iTjling  Institutional  Revolutionary  Party  (pri) 
Short  term,  the  move  is  likely  to  increase  investors'  skit- 
jhness  about  Mexico  by  underscoring  the  deepening  rifts  in 
e  PRI.  But  Zedillo  cleai-ly  hopes 
at  his  bold  action  will 
rengthen  his  own  image  of 
idership,  badly  battered  by  the 
jcember  peso  devaluation  and 
^s  of  a  deepening  economic 
cession. 

kCKLASH.  Zedillo's  move  marks 

9  severance  of  cordial  ties  with 
5  predecessor.  Salinas  hand- 
;ked  him  as  the  pri's  candi- 
te  following  the  assassination 
his  first  choice,  Luis  Donaldo 
ilosio,  a  year  ago.  But  in  or- 
ring  the  dramatic  arrest,  Ze- 

10  also  took  a  cue  from  his 
jdecessor.  Shortly  after  Pr-esi- 
nt  Salinas  took  office  in  1988,  he  arrested  and  imprisoned  a 
werful  and  corrupt  oil-worker's  union  leader'.  The  action 
ve  Salinas  a  reputation  as  a  decisive  leader-.  For  Zedillo, 
mgh,  the  r-isk  is  that  Salinas  will  lash  back:  He  has  ah-eady 

■  irted  blaming  Zedillo  for-  the  current  economic  troubles. 

Indeed,  Zedillo  could  be  playing  with  fii-e.  He  is  ser-ving 
■:;ice  on  old-guard  pri  polfticos  that  he  is  deterrnined  to  push 
,  3ad  with  his  "clean  hands"  campaign  for  integrity  and 

3nness  in  politics — even  if  eur-bing  cor-ruption,  vote-rig- 

ig,  and  thuggery  speeds  the  ei-osion  of  the  pri's  66-year 

p  on  power-.  A  danger-ous  po- 

:al  vacuum  is  developing,  and 

enemies  in  the  pri  could  try 

sabotage  his  presidency.  "If 

dillo  doesn't  convince  the 

-e  that  this  was  a  sur-g-ical 

icedure  to  r'emove  just  one 

iioi-,  he  could  have  r-eal  tr-ou- 

,"  says  Adolfo  Agiiilar  Zins- 

a  legislator  for-  the  left-lean- 

'  Par-ty  of  the  Democr-atic 

■  volution. 

^ still,  the  decline  of  the  PRi's 
irropoly  has  been  almost  inev- 
ole  since  Salinas'  opening  of 
^xico's  economy,  which  r-e- 
't:ed  the  pri  govei-nment's 


MEXICO  CITY  PROTEST:  Pnblic  anger  i.s  grmvVHj 


DECAY 


As  the  PRFs 
corruption 
becomes 
evident,  the 
party  benefiting 
most  is  the 
center-right  PAN 


vast  patr-onage  jjower-s  and  its  ability  to  i-ewar-d  key  constit- 
uencies, from  labor-  unions  to  business  lobbies.  The  multiple 
economic  and  social  for-ces  unleashed  by  the  North  Amer-ican 
Free  Ti-ade  Agr-eement,  signed  in  November-,  1993,  further 
str-ained  the  country's  closed,  one-party  striicture. 

The  pri's  decline  was  underscored  by  last  month's  victory 
of  the  leading  opposition  party  in  a  major  state  election. 
And  at  the  grass  roots,  Mexicans  acr-oss  a  broad  spectrum  of 
society  are  or-ganizing  into  pr-otest  groups  that  could  spawn  a 
whole  new  set  of  political  forces.  In  Mexico  City,  Chanel-clad 
upper-  class  housewives  have  been  mar-ching  to  the  pr-esiden- 
tial  palace  every  Thur-sday  to  pr-otest  inept  management  of 
^--"'Hi  the  economy.  Nationwide,  groups 
called  Bar-zon,  made  up  of  mid- 
dle-class businesspeople  and 
far-mers,  are  springing  up  to  de- 
mand easier  ter-ms  for-  business 
loans  and  mortgages.  On  Mar-. 
17,  Barzon  threatens  to  shut 
down  the  nation's  banking  sys- 
tem with  massive  pr-otests.  Even 
i)0wei-ful  executives,  long  accus- 
tomed to  clubby  access  to  gov- 
er-nment  officials,  are  rebelling: 
In  Monterrey  and  Veracruz, 
companies  ar-e  r-efusing  to  pay 
taxes. 

The  pri  is  bound  to  suffer 
nror-e  damage  in  coming  weeks 
as  another  investigation — this  one  into  the  assassination  of 
presidential  candidate  Colosio — exposes  another  ugly  con- 
spir-ac-y.  Already  the  pr-obe  has  r-esulted  in  the  arrest  of  a  PRI 
oper-ative  as  the  second  gvmman. 

As  the  pri's  rotten  core  becomes  incr-easingly  evident,  the 
party  benefiting  most  is  the  center-right  National  Action 
Party  (PAN).  It  has  long  stressed  r-esponsible  finances  and  hon- 
est gover-nment.  Thus,  it  comes  as  Uttle  sur-prise  to  Mexicans 
that  the  long-stalled  investigation  into  Colosio's  killing  only  ad- 
vanced after-  Zedillo  named  a  pax  official  as  Attor-ney  Gener-- 
al,  the  fir-st  opposition  Cabinet  member-  ever.  Now,  the  pax's 
r-ecent  victory  in  JaUsco  state,  and  the  likelihood  of  winning  in 
other  state  elections  this  year;  has  buoyed  party  pr-ospects. 
"We  aim  to  win  six  new  gover-norships,  gain  more  power-  in 
Congi-ess  in  the  1997  elections,  and  win  the  presidency  in  the 
year  2000,"  pan  Secr-etary  Gener-al  Felipe  Cakleron  says 
confidently. 

For  Car-los  Salinas  de  Gortari,  the  arr-est  of  his  brother-, 
who  had  long  been  r-umored  to  have  links  with  comipt  politi- 
cians and  dr-ug  tr-afficker's,  is  an  ugly  blemish  on  what  had 
seemed  a  r-emar-kable  pr-esidential  record  of  economic  and 
diplomatic  achievements.  The  cr-ucial  flaw'  in  Salinas'  pr-esiden- 
cy,  though,  was  his  leaving  behind  a  ticking  devaluation  time 
bomb.  Now,  Zedillo  must  find  ways  to  assert  mor-e  democr-at- 
ic leadership  if  he  is  to  lift  Mexico  out  of  the  sinkhole  into 
which  it  fell  just  a  few-  days  into  his  pr-esidency. 

By  Geri  Smith  and  Stanley  Reed  in  Mexico  City 
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HOW  AIG'S  ABILITY  TO  CONTROL  FINAJVCIAL  RISKS  PUT  ^ 

ONE  airline:  on  a  STRAIGHTER  course.  An  airlines  first-ever  energ'j^iL. 

hedge  in  jet  fiiel  using  a  series  of  fixed-jorfioating-rate  transactions.  It's  no  blue-skij  idea  but  how  we  recently  helpe''  fs 

a  major  U.S.  carrier  manage  risk.  Since  the  airline's  internaliomd  operations  generate  a  nudtiple-currency  revenU', 

.  i 

 1 


'ream,  we  also  act  as  one  of  Us  primanj  foreign  exchange  partners.  And  we  provide  priniary  and  excess 
'operty/ casualty  insurance  Jor  its  buildings  and  aircraft,  fidelity  and  international  insurance  coverages.  Products  and 
^rvices  Jor  which  more  and  more  corporations  are  heading  in  AIG's  direction.  For  the  definitive  response  to  risk. 

j^^j^^  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES.  ^^f^B 

Amoriccm  International  t.ioLip.  Inc..  I)ept.  A.  70  Pine  Slrcel.  New  V'ork.  N^■  l()127(l  75th  Annive^ry 


WhaddyaSayTo 
A  Guy  Who's  Had 
The  Same  Job 
For  50  Years, 
Has  Never  Called 

In  Sick  Or 
Showed  Up  Late, 
Never  Taken  A 
Vacation  Or  A 
Holiday,  Never 
Asked  For  A 
Raise  Or  Griped 
About  His  Bonus 
And,  Believe  It  Or 
Not,  Has  No 
Plans  For 
Retirement? 


Thanks. 


Ri'mcmhcr  -  onK     can  [ircvciil  lorcsl  tires. 


The  Corporation 


NEARLY  HALF  A  MILLION 
SIGNED  UP  ALREADY: 


DIGITAL  TV: 
ADVANTAGE.  HUGHES 

The  GM  unit's  DirecTV  satellite  system  is  off  to  a  fast  staii 


At  General  Motors  Corp.'s  annual 
meeting  last  May,  shareholders 
hardly  noticed  the  shiny  new  cars 
lining  the  hall.  Instead,  they 
crowiled  around  an  oversize  television 
and  a  pizza-size  satellite  dish — and  mar- 
veled at  ciystal-clear  images  of  TJie  Fii- 
gitire  accompanied  by  a  thumi^ing,  CD- 
quality  sound  track.  No  one  had  evei' 
seen  TV  quite  like  this  befoi'e. 

For  once,  GM  executives  didn't  mind 
that  their  cars  went  unnoticed.  The  en- 
thusiastic crowd  was  the  fii-st  tangible 
sign  that  gm's  lisky  $750  million  bet  on 
a  new  digital  satelhte-TV  venture  might 
pay  off.  Now,  just  si.x  months  after  the 
national  rollout  of  the  satellite  service, 
DirecTV  is  a  consumer  hit.  More  than 


700,000  satellite  dishes  and  decoder  s; 
tems  have  been  shipped — and  neai 
half  a  million  subscribers  pay  $30 
month  for  a  high-powered  signal  car 
ing  175  channels.  Compare  that  w 
the  V(;:k,  which  sold  fewer  than  ;jOO,( 
in  its  first  year.  "This  is  the  bigg 
thing  since  color  television,"  cro 
Dii-ecTV  President  Eddy  Haitensteir 
BOMB  FEAR.  Brainchild  of  Haitensti 
and  a  handful  of  others  at  Gm's  Hugl 
Aircraft  Co.,  DirecTV  hadn't  alw£ 
looked  so  promising.  Indeed,  in  ea 
1993,  it  came  under  intense  scrutiny 
gm's  board.  Rocked  by  automotive  lo 
es,  board  members  feared  funding 
new-product  bomb.  But  Hartenstei 
band  of  engineers — who  had  spent  tl, 


m 
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DirecW  ejects  10  million  subscribers  by  2000.  But 
can  it  get  beyond  hard-core  videophiles  and  sports  nuts? 


areers  building  huge  communications 
ystcms  for  the  Navy  and  nasa — con- 
inced  gm  they  could  create  a  popular 
DHSumer-electronics  product. 
After  a  four-year  scramble  to  develop 
viable  digital-TV  system,  Hughes  and 
s  partner,  RCA-Thomson,  have  done 
ist  that.  To  get  there,  engineers  and 
larketers  overcame  technical  glitches 
id  programming  roadblocks.  Hughes 
so  had  to  surmount  skepticism  tow^ai'd 
ttellite  TV  fed  by  the  failure  of  half  a 
)zen  similar  projects.  With  the  early 
iccess  of  DirecTV,  Hughes  has  beaten 
ble-industry  rivals  to  the  punch.  Di- 
CTV  is  outselling  Primestai',  a  compet- 
g  cable-industry  offering,  by  2  to  1. 
That  prospect  certainly  seemed  re- 
ote  in  1990.  That  was  when  Harten- 
ein,  a  longtime  Hughes  executive  re- 
ntly  returned  to  the  big  defense 
ntractor  after  a  stab  at  mnning  his 
m  business,  asked  Hughes  engineer 
11  Butterworth  to  outline  a  plan  for 
^ital  TV.  Hughes  had  just  killed  its 
)ubled  SkyCable  satellite-TV  project — 
joint  venture  with  NBC,  News  Coip., 
d  Cablevision  Industries.  But,  des- 
rate  for  commercial  revenues  to  re- 
ice  dwindling  defense  business,  Hugh- 
decided  to  go  it  alone. 
)  CONFIDENCE.  Butterworth's  challenge 
IS  enormous:  Hughes  would  have  to 
velop  a  new  generation  of  satellites 
werful  enough  to  beam  reams  of  dig- 
1  data  to  as-yet-nonexistent  home  re- 
vers.  "I  sat  there  thinking:  'How  will 
j  ever  pull  all  this  together?' "  he  says, 
j  id  GM  insisted  Hughes  find  backers 
I  share  the  $1  billion  cost.  Hughes  be- 
I:  a  with  the  Hollywood  studios,  but 
!y  balked  at  financing  unproven  tech- 
ogy.  "GM  essentially  came  ai'ound  beg- 
ig,"  says  one  studio  executive.  "It 
n't  exactly  inspire  confidence." 
The  first  break  came  in  1991,  when 
5.  Satellite  Broadcasting,  a  unit  of 
bbard  Broadcasting  Inc.,  a  St.  Paul 
inn.)  cable  company,  ponied  up  $100 
lion  for  rights  to  broadcast  22  chan- 
s.  After  a  $125  miUion  deal  with  the 
tional   Rural  Telecommunications 
operative,  gm  gave  its  O.K. 
l  lSie  sateUite  team  also  fought  an  up- 
battle  inside  Hughes.  Buttemorth 
"iw  that  to  succeed,  they  would  have 
i  distance  themselves  from  their  par- 
: :  The  longtime  Pentagon  contractor 
snown  for  high  quality — and  even 
her  costs.  Yet  word  that  DirecTV 
uld  require  sophisticated  home-de- 
;  er  boxes  and  satellite  dishes  brought 
^vy  lobbying  by  Hughes  units  eager 


for  the  business.  Instead,  Buttei-worth 
sought  a  consumer  electronics  maker 
willing  to  help  develop  the  technology  to 
manipulate  digital  TV  signals.  Although 
Hughes's  labs  had  the  leading-edge  tech- 
nology, Butterworth  knew  that  not  ex- 
ceeding the  $700  price  that  consumers 
appeared  willing  to  spend  meant  he 
needed  an  experienced  manufacturer. 

Access  to  Hughes's  technology 
brought  interest  from  Toshiba,  JVC,  and 
AT&T.  But  Hartenstein  and  Buttemorth 
chose  RCA-Thomson.  rca  had  assured 
Hughes  it  could  hit  $700,  and  its  11,000 
dealer  retail  network  guaranteed  dis- 
tribution. To  get  the  TV  maker  on  boai'd, 
Hartenstein  gave  rca  exclusive  rights 
for  the  first  1  million  decoders. 


Hughes  Launches 
A  Hit 

FEBROARY,  Sets  $1  billion 

SkyCable  venture  with  NBC,  News 
Corp.,  and  Cablevision  for  direct- 
broadcast  satellite  service.  By  yearend, 
strategic  disputes  lead  Hughes  to  pull 
out  and  develop  service  alone. 

MARCH.  ISSl  U.S.  Satellite  Broad- 
casting pays  $100  million  for  22 
channels  on  Hughes's  satellite, 
providing  key  high-powered  backing. 

F^HyARY,  i9S2  RCA-Thomson 
agrees  to  develop  digital  decoder 
boxes  and  inexpensive  satellite  dishes 
in  return  for  exclusive  rights  to  sell 
the  first  1  nuUion  units. 

OCTOBER.  19S2  Hughes  signs  a 
$50  million  deal  with  Sony  to  develop 
state-of-the-art  videotape  machines — 
the  heart  of  its  $100  million  digital- 
broadcast  center. 

JANyARY,  1993  The  Disney  Chan- 
nel and  Paramount  Pictures  finally 
agree  to  provide  progranuuing. 
Eventually,  two  dozen  studios  and 
cable  networks  sign  up. 

OCTOBER  IS94  As  the  national 
rollout  of  175-channel  service  begins, 
the  NFL  agrees  to  provide  $139 
"season  tickets"  broadcasting  12 
games  each  Sunday. 

FmrnARY.  i9S5  RCA-Thomson 
ships  700,000  units.  Nearly  a  half-million 
households  sign  up. 


Hartenstein  still  had  to  fill  175  chan- 
nels. To  lure  viewers,  DirecTV  would 
need  familiar  cable  fare  and  more:  hit 
movies  that  play  eveiy  half  hour  and 
enough  sports  for  the  most  avid  fans. 
But  progi'ammers,  who  were  tied  to  ca- 
ble, wouldn't  budge.  "[There  was]  lots  of 
talk,  but  no  deals,"  says  James  Ramo, 
Dii'ectTV's  marketing  head.  "Everyone 
wanted  to  be  the  fii-st  one  to  be  second." 
STRONG  LOBBY.  Meanwhile,  David  Bay- 
lor, hired  from  nbc,  was  working  out 
how  to  chgitize  progi'amming.  Existing 
digital-tape  machines  cost  $100,000  a 
pop — and  the  tapes  they  played  were 
$165  each.  Since  Baylor  needed  320  tape 
machines  and  a  50,000-tape  libi'aiy,  'that 
would  have  broken  the  bank — even 
Hughes's  bank,"  he  says.  But  Sony 
Corp.  planned  to  release  new  digital 
videotape  players  in  1996.  A  .$50  mil- 
Uon  conti'act  persuaded  it  to  move  fast- 
er. By  June,  1993,  Sony  delivered  the 
$40,000  machines  and  $85  tapes. 

The  Cable  Regulation  Act  of  1992  fi- 
nally provided  the  needed  break. 
Hughes's  Washington  ties  came  in  handy, 
as  it  lobbied  for  a  clause  requiring  pro- 
gi-ammere  to  offer  shows  to  rival  deliveiy 
systems.  "Without  that,  we  would  have 
been  dead,"  says  Ramo.  Fii'st  came  the 
Disney  Channel  in  Januaiy,  1993.  Then  a 
deal  with  Pai-amount  Pictures.  Other  stu- 
dios followed  soon  after. 

But  trouble  was  hardly  over.  In  May, 
1993,  the  GM  board  called  Hartenstein 
in.  Wall  Street  was  wonied,  and  board 
membei's  had  doubts  about  sateUite  TV. 
Would  it  work,  wondered  GM  Chairman 
John  G.  Smale?  Who  would  buy  it, 
asked  board  member  Anne  L.  Arm- 
strong? "The  problem,"  says  Ramo,  "is 
we  couldn't  tout  oui*  product,  because 
we  still  weren't  sure  what  we  had." 

While  Hartenstein  convinced  the 
board  that  DirecTV  was  on  track, 
DirecTV's  market  research  showed  that 
sports  fans  would  be  the  most  likely  to 
pay  $700  for  the  system.  So  Ramo's 
staff  began  negotiating  with  the 
National  Football  League,  the  National 
Basketball  Assn.,  and  the  National 
Hockey  League.  That  led  to  one  of 
DirecTV's  most  alluring  offers:  For  $139 
per  season,  football  fans  can  choose  any 
of  a  dozen  Sunday  games. 

By  early  1994,  Hughes  was  at  last 
hitting  the  home  stretch.  But  when  test 
broadcasts  into  500  homes  produced  fi"o- 
zen  screens  and  jumpy  movement,  Har- 
tenstein delayed  DirecTV's  launch. 

As  progi'ammere  worked  out  the  soft- 
ware bugs,  DirecTV  began  to  deliver  its 
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promise:  scads  of  channels,  crisp  images, 
and  sound  far  superior  to  cable.  When 
the  system  went  on  sale  for'  the  first 
time,  in  June  at  Cowboy  Maloney's  Elec- 
tric City  in  Jackson,  Miss.,  videophiles 
snaked  out  the  door.  Within  hours,  all 
500  units  were  gone.  "It  was  like  selling 
air  conditioners  in  120-degree  heat," 
says  Chairman  J.  Con  Maloney. 
BREAKEVEN.  Since  then,  DirecTW  which 
Bill  Buttei-worth  concedes  "could  have 
turned  into  an  unmitigated  disaster," 
has  taken  off.  RCA-Thomson,  already 
iTinning  two  production  lines,  will  add  a 
third  this  spring.  With  Sony  hitting  the 
market  with  competing  decoders  in 


June — and  with  three  more  manufac- 
turers expected  by  1996 — analyst  Cai 
von  Rumohi'  of  the  Boston  brokerage 
Cowen  &  Co.  estimates  prices  will  drop 
roughly  $100  a  year  over  the  next  four 
years.  Hartenstein  expects  to  have  3 
million  subscribers  by  1996.  With  each 
paying  $30  a  month — all  of  which  Hugh- 
es retains — he  says  DirecTV  should  hit 
breakeven  next  year.  And  if  Harten- 
stein can  acliieve  his  tai'get  of  10  million 
customers  by  decade's  end,  he  is  pro- 
jecting operating  profits  of  $1  billion  on 
revenues  of  $4  billion. 

But  if  DirecTV  has  won  the  first 
round,  the  battle  is  far  from  over.  Red- 


hot  initial  sales  are  fueled  by  videi 
philes  and  sports  addicts,  but  it  w 
take  several  years  to  see  if  regular  'i 
viewers  will  also  pay  a  premium  fi 
DirecTV.  And  DirecTV's  success  li: 
shaken  Primestar,  the  competing  satt 
lite  sei-vice  backed  by  the  cable  industi^,. 
out  of  its  lethargy:  It's  improving  se: 
es  and  gearing  up  for  a  much  bigg| 
fight.  Eventually,  cable  and  fiber  opt: 
may  do  a  better  job  of  dehvering  evi 
more  progTamming.  But  for  now,  ther 
no  disputing  that  DirecTV  has  won  t ; 
fu'st  leg  of  the  race  to  digital  televisic  ? 

By  E)ic  Scltiue  in  EI  Segundo,  Cat 
with  Kathleen  Kenvin  in  Detroit 



CABLE  OPERATORS  BITE  BACK 


G 


I  all  it  corporate  schizophre- 
.nia.  Last  November,  Tele- 
' Communications  Inc.,  the 
nation's  largest  cable-TV  compa- 
ny, launched  a  big  advertising 
campaign  to  discredit  direct 
broadcast  satellite  (dbs)  service 
as  being  too  expensive  and  hard 
to  install.  Never  mind  that  TCI 
owns  22%  of  Primestar  Part- 
ners, a  consortium  of  six  cable 
operators  that  offers  dbs  ser- 
vice to  more  than  300.000 
households. 

For  most  of  its  five-year  hfe, 
Primestar  has  been  a  stepchild 
of  the  $23  billion  cable  industiy. 
Initially  intended  for  niral  areas 
that  are  unable  to  receive  cable, 
it  has  battled  parental  indiffer- 
ence, outmoded  technology,  and 
antitrust  complaints.  Even  today, 
Primestar  offei's  only  about  half 
the  175  channels  of  upstart  rival 
DirecTV,  can'ies  far  fewer  nfl 
games,  and  uses  a  bigger,  more  un- 
sightly dish. 

PARALYZED.  Nnw,  TCI  and  its  well- 
heeled  jjaitners  will  spend  $1  billion 
to  match  DirecTV's  technology  and 
strengthen  the  pr' inramming.  If  they 
can  do  that,  they  rt'ason,  their  big 
selling  point  will  be  that  Primestar 
rents  equipment  to  its  subscribers, 
while  DirecTV  require.-  a  $700  pur- 
chase. And  many  observers  note  that 
the  DBS  race  has  just  begim.  "I 
wouldn't  count  Primestar  out,"  says 
Edwin  S.  Desser,  president  of  NBA 
Television  Ventures. 

From  the  beginning,  Primestar 
has  had  trouble.  Launched  in  1990 — 
four  years  before  Dii'ecTV — its  medi- 


not 


PRIMESTAR'S  CUSICK:  iVo  purchase  required 


um-powered,  analog  signal  allowed 
only  10  channels.  There  was  httle 
marketing  by  the  cable  comi^anies, 
whose  management  tended  to  think, 
"why  should  we  diveit  resources  to  a 
10-channel  system?,"  accor-ding  to 
Daniel  J.  O'Brien,  president  of 
Primestar  member  Time  Warner  Sat- 
ellite Services.  While  waiting  for  the 
digital  technology  that  would  allow 
moi-e  channels,  Primestar  found  itself 
paralyzed. 

Then,  cable  operator  Viacom  Inc. 
pulled  out,  taking  with  it  the  highly 
valued  MTV,  Nickelodeon,  and  Show- 
time channels.  The  other  members 
were  left  to  fight  a  three-year  Jus- 
tice Dept.  antitiTist  investigation  into 


the  issue  of  whether  the  cable 
coalition  was  thwarting  satellite 
competition  by  i-efusing  to  pro- 
vide programming  to  rivals. 
Eventually,  the  sides  reached  a 
settlement,  but  "it  was  the  mid- 
dle of  '93  before  we  even  knew  if 
we  were  going  to  be  in  this  busi- 
ness," says  Primestar  President 
John  Cusick. 

"A  CANARD."  Last  year,  when 
digital  technology  finally  arrived, 
Primestar  upgraded  to  67  chan- 
nels. But  by  then,  DirecTV  had 
launched  its  175-channel  sei-vice 
and  had  begun  to  ran  away  vdth 
the  market. 

The  cable  consortium  has  sinc^^^gn 
ordered  a  high-powered  satellite 
of  its  own  that  will  allow  for  200 
channels  and  the  smaller  dishes 
that  DirecTV  has.  The  partners — 
currently  installing  30,000  dishes 
a  month — claim  they  will  have 
1  million  subscribers  by  yearend. 
A  new,  $100  million  advertising  cam- 
paigTi  and  a  central  800  numbei'  for 
ordering  service  are  helping.  A 
flashy  Super  Bowl  ad  prompted 
117,000  calls,  and  more  followed  fron 
an  insert  in  the  Sports  Illustrated 
swimsuit  edition. 

Cusick  labels  as  "a  canard"  the  re 
ports  of  parental  indifference.  As 
proof,  O'Brien  says.  Time  Warner 
has  pledged  at  least  $125  million  in 
capital  this  year  to  finance  equipmer 
and  installation  for  125,000  more  cus 
tomers.  "I  couldn't  ask  for  more,"  he 
says.  He  and  his  partners  will  need 
all  they  can  get. 

By  Ronald  Grover  in  Los  Angelet 
with  Michael  Oneal  in  New  York 
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EAGLE  VISION  TSi  is  engineered  to  stir  up 


emotions  you  liaven't  felt  inside  a  car  in  years. 
To  see  what  we  mean,  tal<e  Tine  Eagle  Test  Drive 
and  experience  its  style,  technology,  performance, 
and  mood-altering  capabilities  firsthand. 

Feel  the  excitement  of  its  214  horsepower 
?4-valve  high-output  V6.  And  the  control  of  its 
ipeed-sensitive  steering,  four-wheel  anti-lock 
:lisc  brakes,  and  available  performance-tuned 
iiuspension.  Even  Vision's  roomy  cab-forward 
iiesign  is  engineered  to  improve  performance 
)y  providing  increased  vehicle  stability. 

For  a  thorough  demonstration,  schedule  an 
ippointment  to  take  The  Eagle  Test  Drive.  And, 
or  the  first  time,  experience  true  passion  while 
ou  have  both  hands  on  the  steering  wheel. 


300-2-TEST-EAGLE  (1-800-283-7832)  to  get  product  information,  literature,  retailer  location,  current  IVISRP,  even  a  video  on  how  to  take  a  test  drive.  Always  wear  your  seat  belt. 


THE  TEST  STARTS  HERE 


WHEN  YOU  VISIT  YOUR  EAGLE  DEALER,  WE  INVITE  YOU  TO  TAKE  THIS  EVALUATION 
FORM  TO  USE  AS  YOUR  GUIDE  FOR  TESTING  THE  EAGLE  VISION  ■FEATURE-BY-FEATURE. 
AFTER  YOU'VE  COMPLETED  YOUR  TEST  DRIVE,  WE  SUGGEST  THAT  YOU  RECORD  YOUR 
IMPRESSIONS,  RATING  EACH  OF  THE  FOLLOWING  TEST  CRITERIA. 


RATE  1  (LOWEST)  TO  5  (HIGHEST) 


EXTERIOR  APPEARANCE 


□  1.  Design  &  Color 

□  2.  Door  Entry/Exit 


SAFETY/SECURITY  FEATURES 


□  3.  Air  Bags" 

□  4.  Alarm  System 

□  5.  Child  Protection 


ROAD  PERFORMANCE 


□  6.  Steering 

□  7.  Cornering 

□  8.  Acceleration  From  Stop 

□  9.  Highway  Merging/Passing 

□  10.  Braking 

n  11.  Riding  Comfort 


INTERIOR  ACCOMMODATION 


□  12.  Instruments/Visibility 

□  13.  Seating  Support  &  Comfort 

□  14.  Roominess 

□  15.  Climate  Control 

□  16.  Audio  System 
"  17  Cargo  Space 


CUSTOMER  ONEOCARE 


□  18.  3/36  Bumper-To-Bumper  Protection 


OTHER  (YOUR  PERSONAL  CHOICE) 


record  your  impression  of  1  or  2  other 
items  that  caught  your  attention  during 
the  test  drive  (example!  the  convenience 
of  easv  power  access  controls  for  win- 
dows, mirrors,  and  door  locks  at  the 
driver's  left). 

□  19.  

□  20.  


1.  Vision's  revolutionary  cata-forward  design  brings  the  edge  of  the  windshield 
down  and  forward  and  moves  all  four  wheels  toward  the  corners-improving  both 
handling  and  roominess  while  establishing  a  world-renowned  design  aesthetic 
(see  your  dealer  for  color  selections). 

2.  Easy-opening  flush  door  handles  and  wide-opening  aircraft-style  doors  make 
getting  in  and  out  a  delight. 

3.  Please  don't  ti7  them  out,  but  notice  that  driver  and  front  passenger  air  bagst  are 
standard  on  every  Vision,  as  are  side-guard  door  beams  and  designed-in  crumple  zones. 

4.  A5l<  for  a  demonstration  of  the  optional  vehicle  theft  alarm  system  that,  when  the 
vehicle  is  tampered  with,  will  flash  headlamps  and  taillamps,  sound  the  horn,  and 
disable  the  engine  temporarily. 

5.  Vision  offers  an  optional  integrated  cliild  safety  seat  that  replaces  the  center  rear 
armrest  and  is  designed  for  children  weighing  20  to  60  pounds. 

6.  Speed-sensitive  variable-assist  power  rack-and-pinion  steering  (standard  TSi; 
optional  ESi)  makes  turning  easier  in  tight  parking  spots  and  firmer  at  highway  speeds. 

7.  A  rigid  unibody  reduces  structural  bending  while  the  fully  independent  suspension 
.iilizes  front  and  rear  stabilizer  bars  to  control  body  roll  through  the  turns. 

8.  Both  the  standard  3.5  litre  engine  on  TSi  and  the  3.3  litre  engine  on  ESi  (214 
and  161  horsepower,  respectively)  exhibit  smooth  off-the-line  performance.  On  slip' 
pery  surfaces,  optional  traction  control  (TSi  only)  limits  wheel  spin  up  to  25  mph. 

9.  Sophisticated  sequential  multi-point  fuel  injection  and  active-tuned  air  induction 
(3.5  litre)  contribute  to  instant  response  for  passing  at  highway  speeds. 

10.  Standard  four-wheel  disc  brakes  with  ventilated  front  rotors  provide  smooth 
stops.  Anti-lock  brakes  (standard  TSi;  optional  ESi)  give  you  greater  steering  control 
to  help  avoid  obstacles  during  a  quick  stop. 

11.  Cab-forward's  longer  wheelbase  results  in  a  naturally  smoother  ride.  Thanks  to 
'■?  suspension's  generous  wheel  travel,  engineers  were  able  to  tighten  ride  and  han^ 
iiing  properties  while  minimizing  harshness. 

12.  Steering,  shifting,  and  other  operating  controls  are  designed  and  placed  right 
where  you  need  them.  Sight  lines  are  clear  to  instruments  and  side  mirrors,  as  well  as 
to  traffic  due  to  narrow  front  roof  pillars. 

13.  Front  bucket  seats  offer  infinitely  adjustable  recliners,  driver  lumbar  adjustment, 
niid  8.6  inches  of  seat  travel.  Front  seat  belts  are  height-adjustable  and  belt  buckles 
ravel  with  the  seat  for  proper  fit  and  comfort. 

14.  Cab-forward  helps  give  Vision  an  exceptionally  roomy  interior  with  generous; 
leqroom  and  shoulder  room  for  three  rear  seat  passengers. 

15.  Big  rotary  controls  operate  a  powerful  ventilation  system  with  rear  seat  direction-]! 
outlets.  An  automatic  temperature  control  system  (standard  TSi;  optional  ESi)  lets] 

vou  set  and  maintain  the  temperature  you  select  for  the  cabin.  Solar-control  wind- 
shield and  rear  window  glass  fight  heat  build-up. 

16.  Audio  includes  the  standard  6-speaker  stereo  AM/FM  cassette  or  an  optional 
ll-speaker  Spatial  Imaging  Sound  System  with  120-watt  amp,  5-band  graph!' 
'■c|ualizer,  and  your  choice  of  cassette  or  compact  disc  player. 

17.  Better  access  to  16.6  cu.  ft.  of  usable  trunk  space  comes  by  way  of  a  deckliq* 
lesign  that  lowers  the  liftover  height,  making  packages  much  easier  to  load.  j 

18.  Every  new  1995  Eagle  Vision  comes  with  our  Customer  One  Care,  including  3-yearJ, 
36,000-mile  bumper-to-bumper  vehicle  protection  and  24-hour  Roadside  Assistance.'  I 


'Always  wear  yout  9?at  belt 

*  See  limited  warranty  at  i:lealet 
and 

3/36  e^cludp^.  r.ornial  maintenance  and  wear  items.  Roadside  Assistance  provided  by  Cross  Counti7  Motor  CItib,  Inc., 
1  Cattfornia  by  Cross  Country  Motor  Ctiib  of  California,  Inc. 

DEALERSHIP  NAME 

VEHICLE  TESTED 

PRICE  AS  TESTED  $ 

CONDUCTED  WITH 

DATE 

notes; 

For  more  information  or  an  appointment  to  test-drive  Eagle  Vision,  pl  easf  call: 

1-800-2-TEST-EAGLE 
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Marketing 


HOES 


iNEAKERS  THAT 
lUMP  INTO  THE  PAST 

le  "retro"  look  is  all  the  rage-and  without  big  ad  campaigns 


l^onverse  Inc.  didn't  have  any  $150 
-air-pump-equipped  basketball  shoes 
"hawked  by  celebrity  pitchmen  in 
Itiinillion-dollar  TV  campaigns  among 
best-sellei"s  last  year.  It  did,  however, 
'e  a  $50  canvas  sneaker  designed  in 
■  1970s,  called  the  One  Star.  Con- 
■se's  marketing  strategy?  It  ran  small 
in  the  likes  of  Thrasher,  Dirt,  and 
er  trendy  youth  magazines.  At  Adi- 
,  a  booming  business  in  its  1960s-era 
akers  with  the  ti'ademark  stripes  on 
sides  pushed  the  company's  sales  up 
to  $340  miUion,  last  year — despite 
)  advertising.  Puma  watched  consum- 
race  through  all  1  million  pairs  it 
duced  of  its  unadvertised  $55  bas- 
oall  sneaker  fi-om  the  1960s,  dubbed 
Clyde  after  former  New  York 
cks  star  Walt  "Clyde"  Frazier. 
n  the  ever-fickle  athletic-shoe  mar- 
has-been  sneakers  ai-e  the  trend.  A 
years  ago,  it  was  $100-plus  basket- 
shoes.  Then  outdoor  boots.  Now,  it's 
ro"  sneakers.  Nostalgic  styles  fi'om 
'ttOs  and  '70s  are  enjoying  nmaway 
s,  all  without  benefit  of  celebrity  en- 
'  iements  or  big  ad  campaigns, 
ootwear  marketers  say  the  retro 


look,  like  all  fads,  is  destined  to  fade. 
But  the  trend  has  had  a  solid  impact  on 
the  athletic-shoe  market.  Sales  of  tradi- 
tional sneakers,  which  sagged  in  1993, 
rebounded  by  4%  last  year,  bolstered 
mainly  by  classic,  no-frills  styles.  Wliile 
that's  hai-dly  a  blowout,  the  gi'owth  came 
as  a  big  surprise.  After  1993,  experts 
said  the  decade-long  boom  in  sneakers 
had  ran  its  coui'se.  But  the  sneakei-  i-evi- 
val  has  turned  around  many  skeptics. 
Footwear  stocks  were  the  worst-per- 
foiToing  industi-y  gi'oup  in  the  Standard 


The  Race  for  Market  Share 


Share  of  U.S.  Athletic 
Footwear  Market 


■94 

'93 

%  CHANGE 

NIKE 

29.7% 

31.7% 

-6.3% 

REEBOK 

21.3 

20.6 

3.4 

ADIDAS 

5.1 

3.1 

64.5 

LA.  GEAR 

4.8 

4.7 

2.1 

FiLA 

4.7 

4.0 

17.5 

KEDS 

4.6 

5.8 

-20.7 

CONVERSE 

4.6 

4.3 

7.0 

DATA  SPORTING  GOODS  INTELLIGENCE 


RUBBER  SOULS:  Adidas'  Gazelle  is  a 
favorite  of  the  under-SO  set,  for  7iow 


&  Poor's  500-stock  index  in  1993;  last 
year,  they  were  the  best. 

Not  suiprisingly,  Generation  Xers  are 
driving  the  retro  trend.  These  sneaker- 
clad  kids  "don't  like  being  over-marketed 
to,  they  don't  like  hype,  and  they're  wise 
to  paying  a  premium  for  celebrity-en- 
dorsed shoes,"  says  Jane  Rinzler,  vice- 
president  for  youth  marketing  at  Hous- 
ton Effler  Herstek  Favat,  the  Boston  ad 
agency  that  represents  Converse.  "It's 
an  antisneakei'  sneaker  kind  of  thing." 
Says  Adidas  Marketing  Vice-President 
Ed  Lussier:  "The  best  advertising  strat- 
egy is,  you  don't." 

"BASIC  WARDROBE."  That's  heresy  for 
footwear  mai'keters  accustomed  to  glitzy 
ad  campaigns.  Industiy  leader  Nike  Inc. 
spent  an  estimated  $120  million  on  ads 
last  yeai'.  No.  2  Reebok  International  Ltd. 
laid  out  $70  million.  But  with  the  right 
styles,  the  antimarketing  marketing 
strategy  works.  The  trend  has  given  a 
second  wind  to  Adidas,  Converse,  and 
Puma,  big  players  in  the  '60s  and  '70s 
that  fell  into  the  second  tier  in  more  re- 
cent years.  Adidas  jumped  from  the 
No.  8  U.  S.  athletic-shoe  maker  to  No.  3 
last  year  on  the  strength  of  20-year-old 
styles  such  as  the  Gazelle.  Meanwhile, 
Nike's  U.  S.  shoe  sales  rose  just  2%,  as 
its  high-tech  basketball  shoes  languished. 
Reebok's  U.  S.  sales,  which  fell  13%  in 
1993,  climbed  12%,  bolstered  by  its  clas- 
sic, midprice  women's  aerobics  shoes. 

The  sudden  resurgence  of  old  styles 
was  sparked  entirely  by  word  of  mouth, 
executives  say.  Tlie  shoes  caught  on  with 
skateboarders,  at  hip-hop  dance  clubs, 
and  in  Hollywood.  Madonna  sported  Ad- 
idas on  the  MTV  awards  show  last  year, 
and  supeiTTiodel  Elle  Macpherson  wears 
them  in  her  new  workout  video.  Patricia 
Field,  who  owns  a  boutique  in  Manhat- 
tan's East  Village,  says  retro  sneakers 
are  among  her  hottest  sellers.  "The 
whole  category  is  part  of  a  basic  waixl- 
robe,"  she  says. 

Inevitably,  the  retro  look  will  fade, 
perhaps  as  soon  as  this  year.  But  shoe- 
makers will  tiy  to  catch  the  next  wave 
with  fresh  styles  later*  this  year.  Nike 
has  a  Line  of  "industrial  str-ength"  sneak- 
ers called  NDESTRUKT,  which  feature 
thicker  soles  and  extra  stitching.  Both 
Nike  and  L.  A.  Gear  Inc.  will  market  a 
line  of  "street  hockey"  shoes  made  to 
look  like  skates.  But  how  to  mar-ket 
these  new  styles  to  the  under-30  cr-owd 
that  for-ms  the  mainstay  of  the  sneaker 
market?  Sometimes,  it  seems,  the  best 
way  to  be  heard  is  to  whisper. 

By  Geoffrey  Smith  in  Boston 
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WHOSE  GAIN? 

An  alliance 
of  unionists, 
Naderites,  and 
conservative 
America  Firsters 
fiercely  opposes 
such  trading 
pacts  as  NAFTA 


BORDER 
WORRIES 

The  rising 
number  of  new 
faces  from  abroad 
is  stoking  the 
economic  fears  of 
an  already 
anxious  public 
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Folks  in  Wichita  will  tell  you  that  Brice 
Warnick  is  a  man  on  a  mission.  A  volun- 
teer for  Ross  Perot's  United  We  Stand 
organization,  Warnick,  44,  works  sporadi- 
cally as  an  insurance  agent.  But  most  of 
his  time  is  spent  sending  feveiish  fax  mes- 
sages from  his  apaitment,  a  cluttered  out- 
post in  the  war  against  free  ti'ade.  When 
I  isn't  running  up  $l,000-a-month  phone  bills 
itworking  with  other  activists,  Warnick  is  stir- 
\g  up  the  locals  to  write  angiy  letters  or  dem- 
strate  outside  politician's  offices. 
Before  you  dismiss  Wamick  as  just  another  ec- 
ntric,  consider  this:  His  agitating  translates 
;o  real  power  on  Capitol  Hill.  During  a  two- 
;ek  stretch  last  year,  the  office  of  Senator  Bob 
)le  (R-Kan.)  was  flooded  with  2,000  calls  a  day 
im  irate  citizens  opposing  the  General  Agree- 
int  on  Tariffs  &  Tr-ade.  Warnick  instigated  the 
jtest,  mobilizing  an  unlikely  alliance  of  Perot- 
;tas,  union  members,  conservative  Republi- 
is,  and  Naderites.  Hill  staffers  say  that  his 
issroots  campaig"ns  also  generated  fierce  oppo- 
on  to  the  North  American  Free  Ti'ade  Agi'ee- 
nt  and  helped  sink  the  Clinton  Administra- 
a's  first  Mexican  loan  package. 
'I  gi-ew  up  with  a  populist  mentality,"  ex- 
ins  Warnick.  "You  can't  compete  with  $40-a- 
nth  labor."  Despite  his  Perot  ties,  Warnick  is 
king  foi-  a  more  aggressive  champion  in  1996. 
likes  America  Firster  Patrick  J.  Buchanan, 
le  main  issue,"  Warnick  says,  "is  getting  back 
economic  nationalism." 

^om  Paine,  meet  Brice  Warnick — electronic 
iphleteer,  zealot,  and  New  Populist.  Warnick 
s  the  tools  of  the  modem  age.  But  his  tar- 
s — industrialists,  global  financiers,  foreign 
•kers,  and  arrogant  elites — have  a  familiar 
They  are  remarkably  similar  to  the  Powers 
t  Be  that  riled  populists  of  bygone  days. 
UP.  The  conviction  that  Americans  are  being 
5hed  undei'  the  heel  of  giant  forces  has 
ATied  a  disparate  protest  movement  that  is 
dng  America — ending  a  generation  of  Demo- 
ic  congressional  rule,  eroding  support  for 
trade,  building  stiff  resistance  to  U.  S.  mili- 
missions  abroad,  and  attacking  the  very 
on  of  government  itself, 
hese  New  Populists  include  economic  na- 
alists  who  are  fed  up  with  the  financial  pain 
ving  with  free  trade,  rehgious  fundamen- 


talists seeking  a  return  to  traditional  values, 
Perot-style  independents,  and  talk-radio  hosts 
who  stir  anti-Establishment  resentment.  Above 
all,  there's  a  band  of  GOP  populist-conservatives 
in  Washington,  led  by  Speaker  of  the  House 
Newt  Gingrich 
(R-Ga.),  eager  to 
channel  this  public 
angst  into  a  rev- 
olutionary drive 
to  cut  big  govern- 
ment and  shift 
much  of  its  pow- 
er to  the  states. 

Why  the  furor? 
One  reason  is 
pure  economics: 
The  Darwinian 
demands  of  global  competition  have  led  tu  waves 
of  corporate  downsizing.  Real  median  incomes 
haven't  moved  much  for  two  decades,  while  the 
earnings  gap  between  the  richest  and  poorest 
Americans  has  widened.  That  has  heightened 
workers'  economic  insecurity  and  sown  doubts 
about  the  future  (page  80). 

"The  New  Populism  has  an  awful  lot  to  do 
vrith  economic  stagTiation,"  argues  Labor  Secre- 
tary Robert  B.  Reich,  striking  a  r-eft'ain  current- 
ly popular-  among  libei-als.  "The  middle-income 
per-son  over  the  last  15  years  found  incomes  un- 
der- greater  and  gr-eater  str-ess,  and  he  has  ex- 
hausted his  coping  inechanisms." 

Conser-vatives  don't  dismiss 
the  lunch-pail  ar-gTmient  but  add 
that  social  liberlinism  and  an  in- 
trusive "nanny  state"  have  also 
fed  resentment.  "Economics  is 
important,  but  at  bottom,  popu- 
lism is  dr-iven  by  quality-of-life 
concer-ns,"  says  pollster  Fr-ank 
I.  Luntz,  a  Gingr-ich  adviser. 
Adds  Grover  G.  Nor-quist,  a 
Gingr-ich  br-ain-truster-  who 
Amer-icans  for-  Tax  Refor-m:  "Liber-als  just  can't 
believe  people  can  get  angiy  over  high  taxes, 
over-regulation  of  their  lives,  and  all  the  money 
spent  on  social  welfar-e." 

Moreover,  the  advent  of  the  Infor-mation  Age 
is  stirring  deep  anxiety  across  America.  The 
shift  fr*om  manufactur-ing  to  ser-vices  has  cr-eated 
a  class  of  economically  thr-eatened  worker-s.  "Thu-- 
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TAXES,  NOT! 

At  the  state  level, 
a  tax  revolt  has 
been  followed  by 
a  rush  of  new 
initiatives 
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iverse  movement  is  shaking  America-and 
\Y  imperil  its  role  in  the  global  economy 
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NEGATIVE  ON 
AFFIRMATIVE 

A  California 
rollback  may  win 
voters'  approval, 
and  similar 
measures  are 
likely  to  appear 
in  other  states 
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FUEL  FOR  THE  RIGHT 

Conservatives  and  the  Christian  Right  say 
social  libertinism,  crime,  drug  use,  and  the 
decline  of  the  family  have  provided  momentum 
their  movement 

fcachusetts  Deporlmel 
0(Pi 


ty  years  ago,  you  could  graduate  from 
high  school,  get  mairied,  have  kids,  and 
live  a  decent  life  in  a  blue-collar  town," 
says  Gary  L.  Bauer,  president  of  the 
Family  Research  Council.  "Changes  in 
the  economy  now  make  that  impossible. 
There  are  fewer  jobs,  and  it's  harder  to 
sustain  a  family.  These  people  feel  tlirown 
away,  passed  by,  and  ignored  by  Washington. 
That  fuels  backlash." 

LONG  TRADITION.  This  feeling  of  abandonment, 
amplified  by  Ameiica's  uncertain  role  in  global  af- 
fairs and  a  U.  S.  populace  increasingly  drawn 
from  differing  ethnic  backgrounds  and  cultures, 
has  spawned  fears  that  the  bottom  is  falling  out 
of  the  American  Dream,  says  pollster  Luntz. 
"People  are  afraid  to  go  out  in  their  neighbor- 
hoods," he  says.  "They  fear  their  kids  can't  get  a 
decent  education.  They  wori'y  about  a  lack  of 
savings.  That  anxiety  is  j^rojected  onto  a  govern- 
ment so  out-of-touch  that  instead  of  protecting 
them,  it's  doing  them  harm." 

Populism,  of  coui'se,  dates  back  to  the  dawii  of 
the  republic.  It  infused  debate  between  Hamil- 
tonian  Federalists,  who  favored  central  govern- 
ment authority,  and  Jeffersonian  democrats,  who 
favored  rural  interests.  It  was  etched  in  An- 
drew Jackson's  pleas  for  the  yeoman  farmer  dm-- 
ing  the  battle  over  the  Bank  of  the  United 
States.  And  it  exploded  again  diuing  the  tuni-of- 


the-century  agrarian  rebellion,  when  Willi  W 
Jennings  Bryan  led  a  farmer-miner  coalit  2  we 
against  Eastern  industrialists.  i.we 

Echoing  Enlightenment  ideals,  early  popuL 
championed  egalitarian  notions  of  social  refo: 
But  during  the  Great  Depression,  Franklin 
Roosevelt's  creation  of  the  welfare  state  set 
motion  forces  that  profoundly  altered  the  mc  m 
ment.  Initially,  resistance  to  activist  govemm  it.Sm 
was  muffled  by  the  postwar  prosperity 
fueled  the  great  expansion  of  the  middle  el; 
But  opposition  to  federal  intinsion  broke 
the  open  in  the  1950s  and  1960s,  triggered  by 
"states  rights"  revolt  against  civil-rights  lavi|ii,"sa; 

The  result  was  a  backlash  that  spawned 
Barry  Goldwater  insurgency  of  1964,  Geolrrevi 
Wallace's  "Send  'Em  A  Message"  protest  of  1 
and  the  Reagan  revolution  of  1980.  Reagan's  iipli,J 
cension  underscored  that  conservatives  had 
defined  modern  populism.  "Gingi-ieh  represen 
long  tradition,"  says  Michael  Kazin,  an  Amer 
University  historian  and  author  of  a  new  bool 
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Populism's 
Faces 

An  unlikely  coalition  of 
leaders,  primarily  con- 
servative Republicans, 
has  ermrf/ed  to  tap  the 
growing  anger  and 
frustration  tJiat  is 
siveeping  across  Ameri- 
ca. Their  common 
thread:  A  belief  that  big 
government  is  the 
source  of  many  of  the 
nation's  problems. 
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THE  THIRD 
FORCE 


PATRICK  J.  BUCHANAN 

The  conserva- 
tive TV  com- 
mentator be- 
lieves the 
collapse  of 
Communism  al- 
lows the  U.S. 
to  eschew  peacekeeping  mis- 
sions abroad.  An  isolationist, 
Buchanan  is  also  against  "one 
world"  organizations  such  as 
the  U.N.  and  the  World  Trade 
Organization. 


RALPH  REED 

The  executive 
director  of  Pat 
Robertson's 
Christian  Coal- 
ition, a  savvy 
political  orga- 
nizer, has  made 
the  Christian  Right  a  key  force 
in  grassroots  GOP  politics. 
Now,  Reed  is  threatening  re- 
taliation against  Republican 
candidates  who  support  abor- 
tion rights. 


ROSS  PEROT 


The  bj^l 

Texan 
out  tn 
the  n( 
citizer 
patior 
deficit 
but  has  moved  on  t( 
free-trade  pacts.  Aft( 
19%  of  the  Presider 
in  1992,  Perot  ecu! 
cide  to  start  a  third 
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ed  The  Populist  Persuasion. 
t's  antigovernment,  antibureau- 
■atic,  and  claims  traditional  val- 
js  are  being  cornapted  by  a  cos- 
opolitan,  un-American  elite." 
Two  recent  events  gave  conser- 
itive  populism  new  vigor.  The 
•st  was  the  end  of  the  cold  war-, 
tiat  permitted  conservatives  to 
lift  their  guns  from  Communist 
otters  in  Moscow  to  centralized 
anners  in  Washington.  The  sec- 
id  was  the  election  of  Bill  Clin- 
n,  a  populist  out  of  Arkansas — 
a  Yale  and  Oxford  Universities. 
Clinton  won  by  espousing  such 
ernes  as  his  fealty  to 
iss." 


LOWER  INCOMES: 
A  SOURCE  OF  DISCONTENT 


REAL  MEDIAN  FAMILY 
INCOME  IN  1983  DOLLARS 
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▲  THOUSANDS  OF  DOLLARS 
DATA:  COMMERCE  DEPT 


og-cabin 
'the  forgotten  middle 
He  pledged  to  rid  Washington  of  corrupt 
luence-peddlers  and  give  it  back  to  "the  aver- 
e  Americans  who  work  hard  and  play  by  the 
les."  But  the  failure  of  his  reform  agenda,  his 
iance  with  hated  Democratic  Hill  leaders,  and 
lealth-refoiTii  plan  that  Republicans  successful- 
taired  as  "socialized  medicine"  has  shorn  Clin- 
1  of  his  popuhst  trappings.  "Clinton  under- 
mds  the  populist  vocabulary,"  says  Paul  E. 
gala,  a  political  adviser  to  the  Wliite  House, 
ut  we  punted  for  two  yeai's  and  paid  the  price, 
w,  we  have  to  define  a  new  progi'essive  popu- 
tn  that  shows  Gingi'ich  is  selling  off  the  gov- 
iment  [to]  the  poweiful." 
[n  the  short  run,  Repubhcan  control  of  Con- 
tss  gives  the  GOP  a  rare  opportunity  to  down- 
i  bureaucracy,  cut  waste,  and  regain  public 
St.  Success  could  vault  the  pariy  toward  ma- 
ty status.  But  failiu'e  would  be  costly.  It  could 
public  cynicism  and  accelerate  the  breakup  of 
two-party  system.  "Politicians  can  get  aboard 
drive  for  change,  or  they'll  get  ran  ovei'  by  a 
;n,"  says  Senator  Fred  Thompson  (R-Tenn.). 
we  bog  down  in  Washington,  we'll  have  an- 
er  revolution  in  two  years." 
business  has  cheei-ed  the  Republican  electoral 
mph.  After  all,  the  new  gop  majority  promis- 
,0  cut  taxes  and  slash  regulations.  And  Newt- 
i  laud  risk-taking  enti-epreneurs  as  role  mod- 
But  for  CEOs  who  look  beyond  the  promise  of 
9i"  capital-gains  taxes,  a  more  sobeitng  side  of 
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GINGRICH 

Although  he  is 
a  Washington 
insider, 

his  campaign  to 
reduce  the  cost 
and  scope  of 
government  has 
chord  with  tax-  and 
n-weary  New  Pop- 
e  promotes  policies  to 
I  and  high-tech  busi- 
ut  still  taps  Corporate 
for  donations. 


RUSH  LIMBAUGH 

Heard  by  20 
million  listeners 
a  week,  Lim- 
baugh  epito- 
mizes the 
new  wave  of 
conservative 
talk-radio  hosts  who  reflect  the 
anger  of  the  New  Populism. 
Limbaugh  targets:  "Environ- 
mentalist Wackos,  Militant 
Vegetarians,  [and]  Feminazis." 


the  revolution  becomes  appai'ent. 
Just  what  are  those  "corporate 
subsidies"  the  gop  freshmen  vow 
to  kill?  And  what  about  renewed 
calls  foi'  pi'otectionism — ^just  when 
U.  S.  corporations  are  rashing  to- 
ward the  global  economy? 

To  some  executives,  the  revolt 
against  giobalism  isn't  surprising. 
"Wlien  people  feel  a  lack  of  pow- 
er, they  become  defensive,"  says 
Joseph  P.  Sullivan,  chairman  of 
Vigoro  Corp.,  a  Chicago-based  fei- 
tilizer  producer.  "The  reduction 
of  middle-management  jobs  had  a  systemic  im- 
pact on  the  confidence  of  the  middle  class.  Busi- 
ness lives  in  a  fool's  paradise  if  it  thinks  it  | 
can  get  away  with  doing  nothing"  in  the 
face  of  this  anxiety. 

The  animosity  toward  Washington's  peso 
rescue — a  move  widely  supported  by  Big 
Business — shows  just  how  removed  tradi- 
tionally capitalist  Wall  Street  has  become 
from  increasingly  populist  Main  Street. 
With  a  government  committed  to  open 
markets,  anti-inflation  policies,  and  privat- 
ization, Mexico  was  the  exemplar  of  an 
emerging  economy.  So  its  implosion  over  a 
botched  peso  devaluation  has  for  many 
raised  fundamental  questions  about  the 
wisdom  of  America's  pui-suit  of  an  interde- 
pendent continental  trading  bloc. 

Woree,  CEOS  proved  to  be  poor  lobbyists  for-  the 
fi'ee-trade  cause.  "Thei-e's  an  elitist  belief  among 
multinationals  that  international  economics  is  be- 
yond the  bailiwick  of  the  boobs  on  Main  Sti'eet," 
says  political  analyst  Kevin  P.  PliiUiixs.  "So  you  get 
tricky  midnight  votes  and  tiling's  Uke  fast-track  au- 
thority. On  Mexico,  peojjle  finally  said  'enough.' " 
BUSINESS  SPLIT.  Business  leaders  are  split  over 
the  meaning  of  such  poj^ulist  flare-ups.  "We  have 
noted  this  rise  in  populism  with  some  anxiety," 
says  Arthur  H.  House,  vice-president  for  cor- 
porate affairs  at  Tenneco  Inc.  "We  supported 
XAFTA  and  GATT  and  believe  in  a  strong  World 
Bank  and  IMF.  They're  critical  paits  of  American 
policy."  Adds  E.  Martin  Duggan,  executive  direc- 
tor of  the  Small  Business  Exporters  Assn.:  "I'm 
a  conservative  Republican,  but  on 
trade  I'm  a  flaming  liberal  com- 
pared to  some  of  these  new  House 
Republicans.  They  can  do  enonnous 
damage." 

But  others — especially  the  fast- 
growing  younger  companies  that 
the  Newtonians  deify — view  popu- 
lism more  favorably.  "The  rhetoric 
of  New  Populism  is  about  building 
jobs  and  economic  activity,"  says 
T.J.  Rodgers,  ceo  of  Cypress  Sem- 
iconductor Coi"p.  in  San  Jose,  Calif. 
"If  I  ignore  the  stupid  things  [Gin- 
gi-ich]  says,  eveiything  he  has  done 
is  dead-on  right.  I'm  hoping  Re- 
publicans will  continue  their  usual- 
ly good  economic  policies  and  dis- 
card some  of  their  more  restrictive 
social  poHcies." 

Still,  many  executives  believe 


POPULISM 

THROUGHOUT 

HISTORY 

The  cur  rent  unrest  h 
part  of  a  recurring 
pattern  in  American, 
politics  that  dates 
from  the  early  years 
of  th  e  rep  ublic 


BRYAN'S 
BRAINSTORM 

A  coalition  of  aiigiy 
Populist  Party 
farnjer.s  ;tiid  Western 
miners  provided 
the  fire  betiind  the 
Great  Cornrnoner's 
1890  Democratic 
Presidential 
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that  an  overhaid  of  America's  social  values  is 
every  bit  as  needed  as  conservative  economic 
reform.  And  dramatic  changes  in  U.S.  social 
policies  seem  certain,  given  the  intertwined  inter- 
ests of  the  foix-es  marching  under-  the  New  Pop- 
ulist banner.  Among  the  gr-oups  on  the  move: 

■  America  Firsters.  Led  by  commenta- 
tor' Pat  Buchanan,  har'd-liners  be- 
lieve the  end  of  the  cold  war-  compels 
the  U.  S.  to  abandon  inter-national- 
ism and  focus  on  domestic  woes.  Bu- 
chanan r-ejects  foreign  intei-vention 
and  labels  nafta,  gatt,  and  the  Mex- 
ican bailout  "betr-ayals  of  Amer-ican 
sover-eignty.  Both  parties  ar'e  domi- 
nated by  Wall  Str-eet,  ti-ansnational 
companies,  and  the  financial  elite," 
he  thunders. 

This  nationalism  is  couj^led  with  a 
tough  social  policy.  Buchanan  takes 
an  absolutist  ]X)sition  against  abor- 
tion. He  would  (kn\  aid  to  illegal 
and  he  seeks  a  200-mile  "se- 
curity fence"  along  part  of  the  Mexican 
border.  The  U.  S.  needs  a  "time-out  on  im- 
migr-ation,"  he  says,  while  newcomer-s  "as 
similate  and  Americanize."  According  to 
Kazin,  "Buchanan  hearkens  back  to  Fa- 
ther Coughlin's  1930s  isolationist-consei-- 
vatism.  Ther-e's  the  fear  of  for-eign  banker-s, 
the  tough,  McCarthy-lilve  talk.  But  he  can't 
be  a  viable  candidate.  He's  too  divisive." 
■  The  Third  Force.  Indej)endent  Ross  Pel  - 
ot  began  his  1992  Pr-esidential  bid  ar-med 
with  potent  populist  messages:  He  vowed 
to  wipe  out  an  "immor-al"  deficit  and  br-eak 
special  inter-ests'  g-rip  on  Washington.  Per-- 
ot  also  championed  electr-onic  town-hall 
meetings  and  other-  forms  of  particij)ator->' 
democi-acy.  But  after-  winning  19%  of  the  vote, 
the  Texas  billionair-e  has  incr-easingly  tar-- 
«  geted  his  appeal  to  disg-r-untled  vot- 
er's on  a  denunciation  of  hemisphei-- 
ic  free  trade. 

Per-ot  said  last  fall  that  he  would 
launch  a  third  party  if  Republicans 
pushed  CATT  over-  the  top  in  a  lame- 
duck  congressional  session.  They  did, 
and  he  is.  Per-ot's  state  affiliates  are 
expected  to  or-ganize  a  new  indepen- 
dent party  later  this  year-.  "Per-ot  may 
run  again  because  the  issues  that  tur-n 
him  on — opposition  to  Wall  Street,  global 
finance,  and  inter-nationalism — ar-e  going 
to  stay  hot,"  pr-edicts  Phillips.  "Either- 
way,  chances  of  a  thir-d  party,  maybe  even 
a  fourth  and  fifth,  are  rising." 
■  Christian  Soldiers.  When  the  Reverend 
Jer-r-y  Palwell's  Mova\  Majority  began  to 
fade  in  the  1980s,  some  thought  the  drive  to 
meld  r-eligious  fundamentalists  into  a  grassroots 
for-ce  had  ebbed.  They  didn't  coimt  on  the  rise  of 
televangelist  Pat  Robertson,  whose  silken  ser-- 
monizing  and  organizational  skills  have  tur-ned 
the  1.5  million-member-  Christian  Coalition  into  a 
populist  power-house  within  the  GOP.  Kazin  terms 
these  religious  militants  "the  New  Abolitionists." 
Alarmed  by  crime,  family  br-eakup,  rising  illegit- 
imacy, and  media  per-missiveness,  they'r-e  fighting- 


s' 


to  shore  up  Amer-ica's  cr-umbling  mor-al  bas( 
Inci-easingiy,  conservative  Christians  ar-e  r-ui 
ning  slates  for  local  school  boar-ds  and  count 
commissioner-'s  posts — and  wanning.  They  al.^ 
have  gained  contr-ol  of  the  GOP  party  apparatus  ii 
a  dozen  states,  including  Florida,  South  Car-olin, 
Texas,  .Vir-ginia,  and  Washington. 

The  Coahtion  is  powerful  inside  the  Beltwa 
too.  Led  by  Executive  Director  Ralph  Ree^ 
Robertson  forces  ar-e  pushing  for  the  econom 
planks  of  the  gop  Contr-act  With  Amer-ica — ar 
waiting  to  shift  the  debate  to  school  prayi 
abortion  cm-bs,  and  limits  on  sex  and  violence 
the  media.  "Critical  mass  for  cultural  conser-v 
tives,"  says  Reed,  "is  the  social  pathologies  th 
can  no  longer  be  endured.  When  you  have  irm' 
cities  that  resemble  Beu-ut,  the  highest  Ulegitim 
cy  in  the  Wester-n  woiid,  and  a  million  teenage 
getting  pregnant,  that  is  social  chaos." 
■  Radio  Rebels.  Few  soldiers  in  the  populist  r 
bellinii  believe  that  the  "liber-al  media"  tell  r"' 
like  i;  IS.  That  has  led  to  cr-eation  of  altei-nati 
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communicatiun  pathways 
that  detour-  ar-ound  the 
Establishment  press. 
Conser-vative  radio  com- 
mentators have  built  an 
audience  by  roasting  lib- 
er-al excesses.  Their 
heaviest  hitter:  Rush 
Limbaugh,  whose  blend 
of  humor  and  pontificat- 
ing make  him  a  her-o  to 
many  with  a  grudge. 

Limbaugh "s  call-in  show  is  br-oadcast  over 
stations.  His  targets:  "Communists,  Sociahi 
Envir-onmentalist  Wackos,  Feminazis,  Libe 
Democrats,  Militant  Vegetarians,  Animal-rig 
Extr-emists,  [and]  Liber-al  Elitists"  evei-ywhf 
"It's  the  extr-emists  on  the  liberal  side  that 
things  in  this  countr-y,"  Limbaugh  gi-ouses. 

His  r-esponse  is  a  savage  send-up  of  the  v 
far-e  state  that  tur-ns  victimization  on  its  head 
typical  spoof:  the  "Homeless  Olympics,"  w?, 
featur-es  "the  10-meter  Shopping-Cart  Re  ^'m 


CULTURAL 
ADVERSin? 

A  backlash 
against  demandfi' seel 
for  gay  rights  is 
now  being 
expressed 
at  the  polls 

k 
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Dumpster  Dig,  and  the  Hop,  Skip,  and  Ti 
competition.  To  some,  Limbaugh's  burlesques 
offensive.  But  don't  tell  that  to  his  fans.  "L 
baugh  is  the  populist  voice  of  America,"  s 
Luntz.  "If  you  want  to  know  what  average  j 
pie  think,  you've  got  to  listen  to  Rush." 
Heartened  by  its  r-adio  success,  the  Righ 
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jranching  out  to  TV.  National  Empowerment 
Felevision  is  an  altemative  cable  channel  started 
)y  a  group  including  foirnei'  Heritage  Foundation 
scholar  Burton  Yale  Pines.  One  of  net's  stars: 
speaker  Gingiich,  whose  weekly  show  tnampets 
lis  notions  of  self-reliance. 

Internet  links,  comi)uter  bulletin  boards,  radio 
,alk  shows,  and  cable  channels  are  "a  corner- 
stone of  the  New  Populism,"  says  Keith  Appell, 
dee-president  of  Creative  Response  Concepts, 
I  conservative  media  fii-m.  "This  all  flies  below 
Beltway  radar."  Adds  net  President  Paul  Wey- 
ich:  "Bypass  is  crucial,  because  any  populist 
hat  questions,  say,  the  World  Trade  Organiza- 
ion,  is  portrayed  as  a  complete  know-nothing  by 
he  established  media." 

I  Third-Wave  Conservatives.  Gingrich's  inside-the- 
ieltway  band  of  crusaders  is  an  unlikely  bunch 
f  populists.  Gingrich  is  a  former  histoiy  profes- 
or  given  to  quoting  Alexis  de  Tocqueville  and 
ituiist  Alvin  Toffler,  whose  Third  Wave  theories 
nronicle  the  rocky  transition  to  the  Informa- 


Iff  f  rrf 


CHOiCEOR  NO 
CHOICE? 

Many  right-wing 
populists  and 
Christian 
fundamentalists 
take  an  absolutist 
line  on  abortion 


)n  Age.  Key  allies,  House  Ma- 
rity  Leader  Richard  K.  Armey 
-Tex.)  and  Senator  Phil  Gramm 
-Tex.),  have  doctorates  in  eco- 
mics.  Although  much  of  what 
sy  seek  is  a  traditional  Republi- 
a  agenda,  their  years  on  the  po- 
.cal  fringes  have  given  the  trio  a 
mmand  of  populist  idiom  that 
mid  bring  a  smile  to  the  face  of 
ley  B.  Long.  Case  in  point: 
amm's   frequent  tributes  to 
cky  Flatt,  a  small-town  printer  whose  country 
milies  lampoon  government  excess. 
Newtniks  are  also  different  when  it  comes  to 
iir  love  of  things  technological,  though.  Popu- 
:s  during  the  Industrial  Revolution  equated 
:omation  with  job  losses.  But  Gingiich  is  ec- 
tically  upbeat  about  the  promise  of  the  Knowl- 
?e  Economy.  Says  Heather  R.  Higgins,  a  schol- 
at  Gingrich's  Pi'ogress  &  Freedom  Foimdation: 
ewt's  on  the  cutting  edge  when  he  says  the  in- 
mation  economy  will  raise  living  standai-ds."  In 
t,  Gingrich  has  mused  that  Republicans  have 
fight  techno-illiteracy  by  convincing  inner-city 
s  that  "the  Internet  is  for  them,  too."  Civil 
hts  leader  Jesse  Jackson's  response:  "Man 
!S  not  live  by  Internet  alone.  We  need  prena- 
care,  Head  Start,,  and  vocational  skills." 
jingrich's  futurism  has  led  him  to  take  his 


cause  to  the  far-  reaches  of  the  World  Wide  Web, 
to  put  House  dehberations  online,  and  to  promote 
E-mail  links  between  legislators  and  constitu- 
ents. But  some  wonder  whether  the  info-push 

has  much   populist  resonance.   

"New  Populism  is  a  gut-level  emo- 
tional reaction  by  people  that  feel 
disenfi'anchised,"  says  GOP  political 
consultant  Mark  Goodin.  "Newt's  Third  Wave 
stuff  is  more  like  the  New  Cerebralism." 
■  State  Rebels.  Perhaps  the  purest  expression 
of  New  Populism  can  be  found  bubbling 
up  from  the  states,  where  citizens  are 
pushing  many  new  initiatives  to  rein  in 
government.  In  an  echo  of  the  Seventies 
tax  revolt,  for  example,  the  term-limita- 
tion movement  has  restricted  politicians' 
tenure  in  22  states  and  is  pursuing  curbs  in 
seven  others. 

Lately,  the  initiative  movement  has  turned  to 
social  issues.  Last  year,  California  voters  ap- 
proved a  ballot  proposal  that  denies  services  to 
illegal  immigrants.  A  similar  measure  is 
expected  to  be  on  the  Florida  ballot  in 
November,  and  variants  may  spread  to 
Texas  and  other  border  states. 

The  latest  bombshell  fi'om  the  Golden 
State  is  the  CaKfoiTiia  Civil  Rights  Initia- 
tive, which  seeks  to  end  affirmative-ac- 
tion preferences.  "All  we  are  doing  is 
returning  to  the  lettei'  and  spirit  of  the 
1964  Civil  Rights  Act,"  says  initiative 
co-author  Thomas  E.  Wood,  who  feels 
he  was  denied  a  university  promotion 
because  he  is  white  and  male. 

There  is  little  doubt  that  CCRI  will  get 
the  640,000  signatui'es  required  to  put  it 
on  the  ballot  in  March  or  November. 
And  it's  expected  to  pass  and  be  export- 
ed to  other  states.  GOP  candidates  aren't 
waiting,  though.  Gramm  has  scurried  to 
make  opposition  to  minority  preferences 
a  part  of  his  stump  speech.  "This  was  a 
populist  roar  of  anger  that  Washington 
politicians  refused  to  hear,"  says  Luntz. 
"It  finally  overtook  them." 

If  there  is  debate  on  the  wellsprings 
of  New  Populism,  there  is  even  more 
disagreement  about  where  this  anger 
will  lead.  Despite  Gingiich  &  Co.'s  in- 
flammatory rhetoric,  many  aspects  of 
their  revolution  hold  a  promise  to  shake  up  a 
Washington  Establishment  that  needs  upending. 
Few  would  object  to  the  gop's  move  to  reform 
Congress,  cut  uneconomic  subsidies,  or  replace 
ossified  progi'ams  with  mai'ket-based  mechanisms. 
Moreover,  the  stress  on  individual  responsibility, 
rather  than  a  perpetual  government  crutch, 
seems  ripe  for  testing  in  the  states. 

"It's  a  mistake  to  just  think  of  New  Popu- 
lism in  political  terms,"  says  Alan  Heslop,  a 
political  scientist  at  Claremont  McKenna 
College.  "It  also  affects  Corporate  America. 
You  see  it  in  nonhieraixhical  management,  in  ^ 
workplace  decentralization.  America  has  fal- 
len out  of  love  with  giantism." 

Tine  enough.  But  populism  has  its  ugly  side. 
Often  it  has  boiled  over  into  nativism  and  xeno- 
phobia. Examples  include  the  anti-Semitism 


TAKES  CO0B*J^> 


GEORGE'S 
MESSAGE 

segregationist 
Wallace  appealed  to 
resentful  whites  with 
a  ll)()8  third-party 
Presidonrial  bid 


JESSE'S  MOVE 

H\  aiipeaUrig  to 
farmers  in  1988, 
Jackson  employed 
a  traditional 
rsoptiiist  tactic 
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popiili8t  leader  Tom  Watson  at  the  turn  of  the 
centuiy,  Father  Coughlin's  Nazi  sympathies,  and 
George  Wallace's  race-baiting.  GingTich  himself 
tiptoes  to  the  edge  of  the  populist  abyss  when  he 
labels  Democrats  "the  enemy  of 
normal  Americans." 

That's  why  University  of  Chica- 
go sociologist  William  Julius  Wilson 
warns  that,  unchecked,  populist  tension  could 
threaten  the  social  fabric.  Economic  insecurity 
makes  people  "very  vulnerable  to  demagogic 
messages,"  he  says.  "They  turn  on  each  other, 
race  against  race." 

Crafting  sound  policy  that  can  sidestep  such 
divisions  will  be  tricky  because  to  keep  legitimate 
lublic  frusti-atinn  from  turning  into  inchoate 


PULLSAOK 
TIME? 

Populists  of 
various  stripes 
say  the  end  of  the 
cold  war  provides 
a  chance  for  the 
U.S.  to  abandon 
internationalism 
and  focus  on 
domesi:c  ills 


ra.m-,  Uk-  pnlitical  system  iircil-  in  nmvi'  i-apuliy 
on  a  populist  reform  agenda.  The  Republicans' 
drive  to  cut  Hill  staffs  and  make  Congi'ess  abide 
by  the  laws  it  imposes  on  othei-s  was  a  stall.  But 
the  GOP  Contract  ignores  such  initiatives  as  cam- 
paigii-finance  reform  or  curbs  on  lobbyists. 

"The  Contract  has  surface  reforms,  but  no 
political  reform  agenda,"  says  John  Kuzenski,  a 
Vanderbilt  University  political  scientist.  "Repub- 
licans can  get  away  with  it  because  of  the  short- 
sightedness of  the  American  voter." 

Populist  suspicion  also  imj^erils  Ajnerica's  {)lace 
in  the  global  economy.  In  the  wake  of  the  Mexi- 
can meltdown,  it's  clear  that  business  and  politi- 
cal leaders  need  to  do  a  better  job  explaining  the 
woi'kings  of  reciprocal  trading  pacts  to  the  pub- 
lic. Says  David  N.  Fainswoilh,  a  Wichita  State 
University  political  scientist:  "Someone  has  got  to 
get  the  message  across  that  trarle  agreements 
are  beneficial  to  the  U.  S.,  or  the  spread  of  these 
agreements  will  halt." 

There  are  even  doubters  who  question  wheth- 
er the  New  Poijulism  will  be  around  long  enough 
to  get  much  done — good  or  bad.  Some  Demo- 
CTats,  such  as  House  Minority  Leader  Richard  A. 
Gephardt  (D-Mo.),  feel  their  party  needn't  make 
wholesale  changes  because  class  warfare  over 
such  issues  as  capital-gains  cuts  for  the  wealthy 
will  eventually  rekindle  support  for  liberalism. 


Still  others  doubt  that  Third  Wave  Repui 
cans  are  really  committed  to  the  reforms  tit 
many  rank-and-file  populists  covet.  They  nee 
that  Gingiich's  Progress  &  Freedom  Foundatia 
and  GOPAC,  his  political  aim,  are  undei-wiitten  y 
corporate  money — and  that  Gingiich  has  sougt 
regulatoiy  breaks  for  his  business  benefactc|s. 
"This  is  tactical  populism,"  scoffs  Clinton  polls" 
Stanley  B.  Greenberg.  "It's  a  rase,  because 
fimded  by  corporate  power."  Adds  former  Te: 
Agiiculture  Commissioner  Jim  Hightower,  a  I- 
eral-populist  radio  host:  "These  ai-e  false  populi-r. 
as  well  as  false  prophets.  Populists  don't  suijjj-^. 
NAFTA,  don't  cut  capital  gains,  and  don't  htf 
ties  to  Wall  Street." 

The  political  parties  themselves  bear  resp.i 
sibility  for  spreading  public  cynicir,. 
By  pandering  to  voters  with  such  i- 
compatible  notions  as  a  balanced  h  i- 
get,  protected  seniors,  a  defense^bu! 
up,  and  middle-class  tax  cuts,  thev  • 
eroded  the  credibihty  of  American  i^l- 
itics.  Ultimately,  that  builds  supp-; 
for  a  Third  Force  ticket  headed  b\-  • 
tired  General  Colin  L.  Powell  or  v 
other  would-be  savior  lionized  for 
complete  lack  of  political  involvemtt. 

"People  think  government  is  brije 
and  can't  be  fixed,"  says  Roberts. 
Denton,  chaii'man  of  the  communis 
!  ions  department  at  Virginia  Polytefc- 
iiic  Institute.  "That  means  a  politiciiff 
honeymoon  is  very  short,  and  itjti- 
creases  the  likelihood  of  third-p£ty 
challengers."  | 
RESTORED  BALANCE?  Although 
ca  is  being  buffeted  by  New  Pop 
protests,  the  future  doesn't  hav^ 
lead  to  political  fragmentation, 
the  exception  of  the  Civil  War,  the 
ius  of  the  American  system  has  been  its  ab| 
to  defuse  populist  anger  before  it  explodes. 

For  example,  the  People's  Party's  agenda 
absorbed  by  Bryan's  Democrats  in  1896. 
Great  Commoner's  minions  didn't  get  their 
for  the  free  coinage  of  silver.  But  their  pr( 
led  to  regulation  of  I'aih'oads  and  monopoly 
er,  helped  speed  reforms  such  as  the  sho| 
work  week,  and  advanced  universal  suffrag( 
Things  looked  ecjually  bleak  in  1948,  whi 
weak  and  battered  President  Harry  S 
confronted  the  economic  turmoil  uncorkei 
the  end  of  World  War  II.  Beset  by  a  strong, 
challenge  fi-om  Thomas  Dewey,  a  left-wing 
gency  from  Henry  Wallace's  Progressives,  ai 
right-vdng  revolt  by  Strom  Thurmond's  D| 
crats,  both  Ti-uman — and  American  poli 
stability — looked  like  goners.  Both  survival 
Equilibrium  can  also  be  restored  to  thes^ 
giy  times.  But  for  that  to  happen,  represi 
fives  of  both  parties  have  to  get  beyond 
neeiing,  head  out  to  such  places  as  Wichita,j 
do  the  thing  that  politicians  do  worst:  List 
By  Lee  Walczak,  with  Susan  B.  Garlandl 
Richard  S.  Dunham,  in  Washington,  Ric. 
A.  Melcher  iyi  Chicago,  Robert  D.  Hof  in 
Francisco,  and  bureau  reports 

The  BUSINESS  weekJ Harris  Poll  is  on  pax  i 


78  BUSINESS  WEEK  /  MARCH  13,  1995 


ZNOTEFLEKThe  One 

omputerForAllOfYou. 


Decisions,  decisions 

Finding  a  notebook 
computer  is  simple. 
Finding  one  to  handle  all 
the  things  you  do,  isn't 

Zenith  Data  Systems' 
Z-NOTEFLEX,  however, 
delivers  everything  you 
need— high  performance 
long  battery  life,  upgrad- 

Z-NOTEFLEX" 

ability  and  modularity—  upto  imdDX4'^iooMHz 
in  a  notebook  that  won't        '°  ™°  ^'^  ^'"^  "^'"^ 

16-bit  business  audio 
be  obsolete  tomorrow.       Active-matrix,  color  LCD 

TwoType-ll  PCMCIA  slots' 

For  example,  when 

FLEXSITE 

LCD  video  display  stand 

FLEXBAY 

Battery  charging  bay 
Floppy  drive  bay 


you're  away  from  the 
office,  remove  the  flop- 
py  drive  and  insert  a 
second  battery  pack 
and,  wham,  twice  the 
computing  time! 

But  that's  ZDS  for 
you  Who  else  would 
build  a  computer  versa- 
tile enough  to  tackle 
every  part  of  your  job'' 
After  all.  Connected 
Computing— making  computers  and  people 
work  better  together— is  just  what  Zenith  Data 
Systems  is  all  about.  Call  now  to  learn  why 
the  Z-NOTEFLEX  is  the  one  computer  for 
you,  wherever  you  go,  whatever  you  do. 
1-800-289-1279,  Ext.  5160 


FLEXDOCK 

Enhanced  port  replicator 
Two  Type-Ill  PCMCIAsiots" 

FLEXSHOW 

MPC2-compliant 
Double-speed  CD-ROM  drive 
Annplihed  stereo  speakers 
Two  Type-Ill  PCMCIAsiots" 


t  ©  1995  Zenith  Data  Systems  Corporation  Zenith  Data  Systems  Corporation  is  a  Bull  company  •Z-NOTEFLEX  supports  two  TVpe-l.  two  Type-ll  or  one  Type-Mi 
ard  and  FLEXDOCK  and  FLEXSHOW  support  twoType-l,  Type-ll  or  Type-Ill  PCMCIA  card  Z-NOTEFLEX.  ZDS  and  'Make  The  Conneaion  are  trademarks  of 
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PORTRAIT  OF  AN  ANXIOUS  PUBLIC 


Watch  out,  bureaucrats.  Americans  are  gloomy  about  their 
prospects  and  gloomy  about  the  role  of  government  in 
their  lives.  Most  think  the  American  Dream  is  slipping  out 

of  their  grasp — and 
they  knovj  whom  they 

  blame.  Fully  73% 

think  that  govern- 
ment spending  is  at  fault  for  stagnating  incomes,  and 
61%  cite  high  taxes.  And  the  public  has  scant  confidence 
in  those  running  government  institutions.  The  feds  come 
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WHO'S  REPRESENTED? 

In  general,  does  the  U.S. 
government  usually  represent 
interests  of  the  American 
people  or  the  narrow  concerns 
of  special-interest  groups? 


Represents 

American  people  30% 

Represents 

special  interests  63% 

Not  sure  7% 


WHAT  ABOUT  THE  KIDS? 

1995 

1989 

Do  you  expect  your  children 

Better  life 

46%  . . 

. .  59% 

will  have  a  better  life 

Worse  life  

20%  . . 

. .  10% 

than  you  have  had,  a 

About  as  good  . 

. .  27%  . . 

. .  25% 

worse  life,  or  a  life  about 

No  children 

. . .  6%  . . 

0% 

as  good  as  yours? 

Not  sure  

. . .  1%  . . 

6% 

THE  AMERICAN  DREAM-NOW... 

For  most  Americans,  do  you  think 
the  American  Dream  of  equal  oppor- 
tunity, personal  freedom,  and  social 
mobility  has  become  easier  or  harder 
to  achieve  in  the  past  10  years? 


Easier  to 

achieve  31% 

Harder  to 

achieve  67% 

Not  sure  2% 


..JIND  IN  YEARS  TO  COME 

And  do  you  think  this  American 
Dream  will  be  easier  or  harder  to 
achieve  in  the  next  10  years? 


Easier  to  achieve  22% 

Harder  to  achieve  74% 

Not  sure  4% 


FAITH  IN  INSTITUTIONS 

As  far  as  people  in  charge  of  running  each  of  the  following  are 
concerned,  would  you  say  that  you  have  a  great  deal  of  confi- 
dence, only  some  confidence,  or  hardly  any  confidence  at  all  in 
them? 

A  GREAT  DEAL  ONLY  SOME  HARDLY  ANY  NOT 
OF  CONFIDENCE  CONFIDENCE  CONFIDENCE  SURE 


Small  businesses  

42%. . 

. .  47% .  . 

.  .  10%. . 

.  .  1% 

Religious  institutions  

24%. . 

. .  50% .  . 

.  .23%. . 

. .  3% 

Big  businesses  

19%. . 

.  .  51%.  . 

.  .28%. . 

. .  2% 

The  news  media  

15%. . 

.  .  49% .  . 

..36%.. 

. .  1% 

Republicans  in  Congress 

13%. . 

.  .  51%. . 

.  .34%. . 

. .  2% 

Hollywood  and  the 

entertainment  industry  

13%.  . 

. .  39% . . 

.  .44%. . 

.  .  4% 

Democrats  in  Congress  

11%. . 

. .  51%. . 

..36%.. 

.  .  2% 

State  and  local  government. 

.  .9%.  . 

. .  60% . . 

..29%.. 

.  .  2% 

Labor  unions  

8%.  . 

.  .  47% . . 

.  .41%. . 

. .  4% 

The  federal  government ,  . . 

8%.  . 

. .  53% . . 

..39%.. 

. .  0% 

STAGNANT  INCOMES 

Goverrunent  statistics  show  that  incomes  for  many  working 

Americans  have  stayed  flat  for  1 5  years.  Would  you  say  that  each 


in  dead  last,  with  .only  8%  of  the  public 
expressing  a  great  deal  of  confidence  in 
them.  Folks  in  state  and  local  governments  don't  fare 
much  better,  at  9%.  The  heroes  here  are  entrepreneurs,  ,j 
who  come  in  at  42%.  1| 
It's  also  a  good  time  to  be  an  outsider.  Colin  Powell  J 
takes  the  No.  1  slot,  winning  the  approval  of  74%.  Newt'f 
Gingrich,  by  contrast,  comes  in  at  No.  6,  with  38%.      ,  ' 
There's  a  pleasant  surprise  for  Bill  Clinton:  He  comes  inl 
second,  with  54%  expressing  approval  of  the  President.  ' 


of  the  following  is  a  major  reason,  a  minor  reason,  or  not  a  rea- 
son at  all  for  the  phenomenon?  ^^jop 


Increased  government  spending  . .  73% 

High  taxes  61% 

The  decline  of  the 

manufacturing  economy  56% 

Increasing  global  competition  52% 

Excesses  of  Big  Business 

and  Wall  Street  44% 

Declining  membership 

in  labor  unions  24% 


MINOR 

NOT  A 

NO 

REASON 

SUR 

17%. 

.  .  .  8% 

.2°/ 

28% . 

. . .  9% 

.2", 

34%. 

. . .  8% 

.2°, 

33%. 

. .  12% 

.3°. 

39%. 

. .  12% 

.5° 

42%. 

. .  29% 

.5- 

INFLUENCE  PEDDLING 

How  important  is  it  for  Congress 
and  the  White  House  to  limit 
the  lobbying  and  campaign 
contributions  of  industries 
and  advocacy  groups? 


Very  important  59>. 

Somewhat  important  3l4 

Not  very  important  

Not  important  at  all  £i 

Not  sure  di 


SERVICES  FOR  IMMIGRANTS 

California  voters  approved  Proposition  187, 

which  restricts  state-provided  social  services    Favor  60' 

to  illegal  immigrants.  Would  you  favor  or  Oppose  . .  37 
oppose  such  an  initiative  in  your  state?  Not  sure. . 


AFFIRMATIVE  ACTION 

Would  you  favor  or  oppose  a  law  limiting 
affirmative-action  programs  in  your  state? 


Favor  51 

Oppose  . .  38' 
Not  sure  .  11 


LOOKING  FOR  LEADERSHIP 

Do  you  approve  or  disapprove  of 
each  of  the  following? 


APPROVE 


Retired  General  Colin  Powell  74%  . .  14%  . 

President  Bill  Clinton  54%  .  .42%  . 

Reverend  Jesse  Jackson  46%  . .  48%  . 

Independent  Ross  Perot  45%  . .  50%  . 

House  Minority  Leader  Richard  Gephardt .  43%  . .  33%  . 

House  Speaker  Newt  Gingrich  38%  . .  48%  . 

Retired  Colonel  Oliver  North  35%  . .  58%  . 

Former  California  Governor  Jerry  Brown  .  35%  . .  45%  . 
Radio  talk-show  host  Rush  Limbaugh  . . .  34%  . .  55%  . 
Political  commentator  Pat  Buchanan  . . .  33%  . .  45%  . 
Television  evangelist  Pat  Robertson  25%  . .  60%  . 


DISAPPROVE  N( 
SUI 

.12 

.  .4 

..6 

..5 

.24 

.14 

..7 

.2C 

.  11 

.22 

.  1 


Edited  by  Michele  Galen  and  Mark  N.  Vamos 


Survey  of  1,249  adults  conducted  Feb.  16-19,  1995,  for  busi 
WEEK  by  Louis  Harris  &  Associates.  Previous  survey  was  of  1,250  ac 
conducted  Aug.  25-29,  1989.  Results  should  be  accurate  to  wi 
3  percentage  points. 
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Client/Server 
Rapid  Applications  Development 


For  EIS  Delive 
and  morB..- 


U.S.  Regional  Sales 


Reports  [_.  .-  T  Pergonnel| 

Ei<lt  I 


The  tough  decisions  aren't  always  made  at  the  top.  That's 
why  it's  important  to  empower  executives  anci  every  othn 
decision  maker  with  the  right  information. .  .at  the  right  time. 
And  that's  also  why  the  SAS'  System  is  redefining  the  l  ole  of 
applications  development,  giving  yon  a  complete  enterprise 
information  system  that  taps  directly  into  your  organization's  vast 
information  reservoir. 

Bring  an  Enterprise  Vie'w  to  Every 
Desktop — Executive  and  Otherwise 

With  the  SAS  System,  you  can  build  custom-tailored 
applications  in  far  less  time,  using  fewer  resoinxes,  than  it 
takes  to  force-fit  an  ofF-tlie-shelf  solution  into  ymtr  organization. 
And  because  the  SAS  System  has  its  own  built-in  strategy  for 
client/server,  you  can  integrate  data  and  applications  from 
different  hardware  platforms  into  a  single,  company-wide 
information  delivery  system. 


Build  applications  that  incorporate  pull-down  windows. .  .access 
to  electronic  mail... drill  down,  hotspf)tting,  and  exception 
reporting. .  .and  graphical  display  of  critical  success  factors. 
Working  hand-in-hand  with  these  ba.sics — out  of  sight  but 
always  at  die  ready — aie  litei-ally  hundreds  of  powerful,  proven 
tools  for  virtually  every  decision  support  need:  financial 
planning  iuid  modeling,  coiporate  reporting,  cjuality 
improvement,  and  much  more. 

Take  30  Days  to  See,  and  Decide, 
for  Yourself 

L.et  the  SAS  System  help  you  reach  the  right  decision  about 
applications  development,  EIS,  and  every  other  issue  impor- 
tant to  your  business.  Call  us  now  at  919-677-8200  for 
a  free  video  preview... plus  details  about  a  no-risk  software 
evaluation  and  upcoming  SAS  System  business  briefings. 


The  SAS"  System. 
The  World's  Leading  Information  Delivery  System, 


M 


SAS  Institute  Inc. 
Sales  and  Marketing  Division 
SAS  Campus  Drive  □  Cary.  NC  27513 
Phone  919-677-8200  □  Fax  919-677-8123 


SAS  is  .1  legisterecl  nademarls  of  SAS  institute  Inc. 
CDpyi-ight  ©  1 W  bv  SAS  Inslnutc  Inc. 


Finance 


BANKING 


WHAT  IS  BANKERS TRUST 
WAITING  FOR? 

Since  last  year's  scandals,  change  has  only  been  skin-deep 


Few  banks  in  recent  years  have 
been  forced  to  endure  the  humilia- 
tion that  has  rocked  Bankers 
Ti'ust  New  York  Corp.  Long  re- 
garded as  extremely  shrewd,  innova- 
tive, and  aggi'essive.  Bankers  was  hit 
last  year  with  scandals  involving  its 
sales  of  derivatives  and  several  client 
lawsuits  charging  unfair  sales  practic- 
es and  deception.  Most  tellingly,  it  was 
accused  of  putting  its  own  interests 
ahead  of  its  customers'.  The  bank  is 
known  for  its  ability  to  effect  broad  or- 
ganizational shifts,  and  many  observers 
predicted  that  Bankers  would  soon 
stage  a  major  offensive  to  restore  its 
reputation. 

So  far,  though.  Bankers  has  done  lit- 
tle. ChaiiTnan  and  CEO  Charles  S.  San- 
ford  Jr.  has  publicly  stated  that  Bankei-s 
will  change  its  ways,  particularly  focus- 
ing less  on  transactions  and  more  on 
client  relationships.  Yet  the  only  con- 
crete changes  ai'e  a  couple  of  new  senior 
management  committees  on  clients  and 
internal  controls  and  some  cost-cutting. 


A  bank  spokesman  says  no  major  reor- 
ganizations are  in  the  offing.  Meanwhile, 
Bankers'  peifonnance  has  suffered.  Re- 
turn on  equity  dropped  to  13.5%  from 
26.3%  in  1993.  The  consequence:  The 
bank  is  saddled  with  plummeting  em- 
ployee morale,  a  wave  of  defections,  and 
rumors  of  looming  staff  cuts,  even  at 
senior  levels. 

The  dearth  of  change  to  date  leaves 
Bankers  looking  shell-shocked  and  un- 


BACK  TO  EARTH 


RETURN 
ON  EQUITY 


0' 


•92 


■93 


'90  '91 
APERCENT 

DATA:  BANKERS  TRUST,  KEEFE  BRUYEHE  &  WOODS  INC. 


'94 


BRAIN  DRAIN:  A  wave  of 
defections  has  hit  the  ban' 

sure  of  how  to  move  beyo i 
its  problems,  market  sourcs 
say.  Raphael  Soifer,  a  bar- 
ing analyst  at  Brown  Brotr 
ers  Haniman  &  Co.,  says  i 
can  see  no  reason  why  Barj 
ers  would  delay  or  cancel 
ganizational  changes.  "T 
need  to  do  something  to  o 
vince  the  outside  world 
well  as  themselves  that 
type  of  problems  they've 
are  unlikely  to  recur," 
says.  Adds  one  money-e 
ter  banker:  "The  percept: 
is  that  the  whole  reputati(Jiisli 
al  issue  has  pai'alyzed  the; 

An  ongoing  talent  drairlfa; 
Bankers'  most  visible  pr  re, 
lem.  Thanks  in  part  to 
morale,  Bankers  is  losinAess 
number  of  its  most  talenfltiittf 
people.  The  tally  for  Feb 
iuy  is  staitling:  Most  recently,  a  gi'ou; 
four  top  equity  derivatives  specialiln  SH 
left  the  bank's  London  office.  Includec  iec 
the  bunch  is  William  E.  Sproul,  a  man 
ing  director  in  the  gi'oup  who  had  b(  srei 
head  of  equity  derivatives  risk  mana 
ment.  Nearly  20  emerging-markets 
cialists  bolted  for  Donaldson,  Lufkir 
Jem-ette  Securities  Coi-}?.,  including  J 
Allen,  head  of  Bankers'  Latin  Ameri 
businesses.  And  in  a  blow  to  the  bai 
stated  goal  of  focusing  more  on  relat: 
ships,  Jerome  Powell,  head  of  merg 
and  acquisitions — and  one  of  the  bai 
top  relationship-banking  types — left 
join  Dillon,  Read  &  Co.,  where  he  sp 
much  of  the  1980s  in  the  same  capac 
A  spokesman  says  that  even  amid 
departures,  Bankers  has  been  hir 
selectively. 

CALIFORNIA  PASS.  Current  and  forftre, 

employees  say  there  are  many  mon 
Bankers  who  would  like  to  leave.  H 
ever,  because  firms  all  over  Wall  St 
are  cutting  back  or  delaying  new  h 
after  a  lousy  1994,  Bankers'  emploj 
looking  for  new  jobs  face  unusually 
tense  competition  for  what  openi 
there  are,  particularly  in  the  der 
tives  area.  "We're  seeing  resumes  f 
eveiybody,"  says  Scott  R.  Page,  pi 
dent  of  executive  reciuiters  Solon 
Page  Group.  ^ 
Bankere  did  seriously  consider  a  r  fcft;^ 
ganization  this  winter.  But  it  drop 
the  plan  at  a  California  meeting  of 
eral  dozen  of  its  top  executives  a 
Allen  and  his  group  departed,  to  be 
lowed  just  days  later  by  Powell.  So 
es  at  Bankers  say  the  bank  maj 
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)lding  off  in  order  to  avoid  reorganiz- 
g  ai'ound  staff  who  may  be  in  the  pro- 
ss  of  leaving.  A  bank  spokesman  de- 
nes to  give  a  reason  for  the  change  in 
ans,  although  he  says  it  was  um-elated 
staff  defections  and  that  "the  basic 
isiness  strategy  is  in  place.  It's  one 
at's  a  demonstrated  success." 
Certainly,  Bankei-s  is  capable  of  major 
structuring.  In  the  1980s,  the  bank 
msformed  itself  from  an  also-ran  New 
'rk  money-center  to  a  trading  power- 
use.  But  Bankers'  most  visible  step  so 
•  on  the  road  to  a  rebound  has  been 
i  creation  of  two  new  senior  manage- 
;nt  committees. 

An  internal  memorandum  describing 
;  committees  is  optimistic.  The  client 
nmittee  is  billed  as  a  new  gi'oup  "be- 
;  established  to  promote  and  oversee 
"  renewed  emphasis  on  our  client  re- 
ionships."   A   second  committee, 
abed  the  control  committee,  will  "pro- 
te  a  stronger  control  attitude  in  our 
ture . . .  [and]  oversee  all  of  the  units 
t  provide  checks  and  balances  to  our 
5iness  lines."  The  staffing  of  these 
imittees  with  many  of  the  most  sen- 
executives  at  the  bank  means  they 
Id  eventually  have  real  clout. 
■  MY  SKEPTICS.  Word  of  the  new  com- 
tees  has  been  gi-eeted  intemaUy  with 
le  skepticism,  however.  CuiTent  and 
ner  employees  say  these  committees 
simply  new  versions  of  gi'oups  that 
■e  foiTTied  when  business  was  slow 
forgotten  when  it  picked  up.  The 
k  has  launched  initiatives  before  to 
•ease  the  focus  on  relationships — 
re  was  one  effort  begun  in  late 
3 — but  insiders  say  these  efforts 
ily  changed  things  at  all. 
0  far,  Bankers  has  avoided  major 
f  cuts,  though  worried  employees 
speculating  that  as  much  as  10% 
he  staff  could  be  eliminated  if  capi- 
narkets  activity  does  not  pick  up.  A 
k  spokesman  says  an  expense- 
iction  progi'am  is  in  place,  and  while 
arget  has  been  set,  each  business 
is  expected  to  come  up  with  signif- 
t  staff  cuts.  But  so  far,  the  pro- 
n  appears  to  be  focusing  on  pen- 
nte  items — lectures  about  the  use 
adio  taxis,  new  controls  on  travel 
entertainment  costs — that,  to  some 
loyees,  belie  the  gravity  of  the 
ilems  Bankers  faces. 
3w  doubt  Bankere'  ability  to  eventu- 
rebound  from  the  derivatives  mess, 
■y're  not  down  for  the  count,"  says 
(ival.  "They'll  be  back."  One  recent- 
sparted  employee,  asserting  that  he 
;  to  keep  his  Bankers  Trnast  stock, 
the  bank  generally  thi-ives  when  it 
rceived  as  an  "underdog."  Its  cur- 
troubles  will  be  a  veiy  good  test  of 
theory. 

By  Kelley  Holland  in  New  York 


COMMODITIES 


ONCE  AGAIN, 
GOnON  IS  KING 

Foreign  demand  is  pushing  U.  S.  exports  and  prices  sky-high 


In  mid-October,  with  cotton  prices  in 
the  cash  market  at  65(2  per  pound, 
Jackie  D.  Wairen  figured  it  was  time 
to  stall  selling.  In  the  next  few  months, 
Wan'en,  a  cotton  fanner  in  ai-id  Lamesa, 
Tex.,  parted  with  nearly  3,000  bales  as 
prices  climbed,  selling  at  70(2,  750,  and 
840  a  pound.  When  cotton  topped  90(Z  in 
February,  he  sold  his 
last  bale.  "We  thought, 
'It  can't  go  any  high- 
er,' "  says  Warren. 

Boy,  was  he  wrong. 
For  the  fii'st  time  in 
generations,  cotton  is 
living  up  to  its  nick- 
name: "White  Gold." 
Prices  have  surpassed 
$1  a  pound — the  high- 
est level  since  the 
Civil  War.  While  most 
traders  expect  a 
short-term  con-ection, 
many  remain  long- 
teiTO  bulls. 

What  has  changed? 
Supplies  have  dwin- 
dled because  of  poor 
crops  in  China,  India, 
and  Pakistan.  At  the 
same  time,  consumers, 
undeterred  by  rising 
prices,  have  pumped 
up  demand  for  cotton- 
rich  casual  clothing, 
as  well  as  home  fur- 
nishings made  with 
cotton. 

That  has  mills  from 
Beijing  to  BiiTningham 
scrambling  to  buy 
more  of  the  fiber.  Or- 
ders from  China,  India,  and  Pakistan 
will  help  push  U.  S.  exports  up  39% 
from  a  year  ago,  the  U.  S.  Agriculture 
Dept.  estimates.  At  that  rate,  veiy  little 
of  1994's  record  19.7  million-bale  crop 
in  the  U.  S.  will  remain  in  inventory, 
setting  the  stage  for  higher  prices  later 
this  year,  says  Sandra  L.  Kaul,  a  com- 
modity trading  adviser  in  Palo  Alto, 
Calif.  In  addition,  Kaul  expects  cotton 
futui'es  prices  to  approach  $1.20  around 
May  or  June. 

Consumers  are  starting  to  feel  the 
pinch.  Sara  Lee  apparel.  Fruit  of  the 
Loom,  Fielderest  Cannon,  and  West- 


LIFT  THAT  BALE... 


point  Stevens  are  among  companies 
raising  prices  on  a  host  of  cotton  goods 
by  5%  to  8%'.  So  far,  that's  not  cooling 
consumer  demand,  which  has  propelled 
cotton's  share  of  retail  textile  sales  to 
57%,  up  from  51%  in  1990. 
nJTURES  FEST.  The  new  status  of  cotton 
is  most  apparent  at  the  New  York  Cot- 
ton Exchange.  The 
once  sleepy  trading  pit 
has  become  a  hotbed 
of  intrigue.  Some  200 
tradere,  twice  the  usu- 
al number,  contend 
with  market-squeeze 
rumors  and  bogus 
Asian  crop  reports  as 
annual  volume  soars 
30%  from  a  year  ago 
to  more  than  700,000 
contracts.  That  pales 
next  to  the  volume  of 
financial-futures  prod- 
ucts, but  it's  enough 
liquidity  to  attract 
speculators  into  the 
trade-dominated  mar- 
ket. With  an  84%-  re- 
turn, Cotton  Trading 
Partners  was  the  top- 
performing  managed- 
futures  fund  of  1994. 
Assets  in  the  $2.3  mil- 
lion fund  continue  to 
grow,  says  James  S. 
Moore,  general  part- 
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ner  for  the  fund. 

Meanwhile,  open 
interest  (the  number 
of  contracts  on  the 
books)  for  cotton  fu- 
tures and  options  has 
nearly  doubled,  reflecting  the  trade's 
need  to  lock  in  prices.  Textile  mills  have 
been  big  buyers  of  call  options,  which 
give  the  right  to  buy  at  a  set  price  in 
the  future. 

The  record  prices  will  encourage 
farmers  to  plant  more  cotton.  And  a 
repeat  of  this  year's  fine  weather  could 
bring  another  recoixl  U.  S.  crop — and 
lower  prices.  But  if  bad  weather  strikes, 
or  if  overseas  crops  ai-e  damaged,  White 
Gold  could  shine  even  brighter  this  time 
next  year. 

By  Greg  Burns  in  Chicago,  with 
Maria  Mallory  in  Atlanta 
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Finance 


INSURANCE 


CALIFORNIA  IS 
OPEN  FOR  BUSINESS' 

But  will  the  new  insurance  czar's  stance  play  with  voters? 

the  new  commissioner's  cnisade  to  re- 
pair i-elations  with  insurers.  Says  Da\ad 
Schiff,  editor  of  Emerso)/  RekVs  Insur- 
ance Observer:  "Eveiybody  loves  him." 

Well,  not  cjuite  everybody.  Califor- 
nia's well-organized  consumer-advocate 
community  regards  Quackenbush,  a  40- 
year-old  fi'ee-market  Repubhcan,  as  the 
enemy.  They  have  attacked  the  fornier 
businessman  and  four-term  state  legis- 
latoi'  for  accepting  $2.4  million  in  indus- 
try contributions  to  his  election  cam- 


What  a  difference  an  election 
makes.  For  years,  foiTner  CaKfor- 
nia  Insurance  Commissioner  John 
Garamendi  had  been  battling  20th  Cen- 
tury Industries,  a  leading  insurer,  all 
the  way  to  the  U.  S.  Supreme  Court 
over  state  Proposition  103.  Prop  103 — 
roundly  detested  by  the  industiy — is  a 
1988  voter  initiative  that  limited  insur- 
ance companies'  rate  of  return  and  re- 
bated to  policyholders  premiums  deemed 
excessive.  Although  some  companies 

A  QUICK  COURSE  CHANGE 

Chuck  Quackenbush  is  overturn- 
ing  his  predecessor's  policy  of 
playing  hardball  with  insurers 

JAN.  4  Quackenbush  is  sworn  in  as 
California  insurance  commissioner 

JAN.  13  Sends  letters  to  197  insu- 
rance companies,  saying  "California  is 
open  for  busmess"  and  assurmg  37  of 
them  that  they  have  no  Proposition  103 
rollback  liability 

JAN.  18  Grants  ldo'%-to-134% 
rate  increases  in  Republic  Insurance 
Group's  earthquake  insurance 

JAN.  27  Forgives  all  accumulated 
interest  and  cuts  a  deal  with  troubled 
20th  Century  Industries  to  pay  $46 
million 

JAN.  27  Gives  State  Farm  a  5.7% 
rate  increase  on  homeowners'  policies 

JAN.  31  Grants  a  100%  increase  in 
Allstate's  earthquake  premiums 

DATA  BUSINESS  WaK 

gave  in,  20th  Centuiy  refused.  But  this 
year,  when  Garamendi's  successor, 
Charles  W.  Quackenbush,  approached 
20th  Century  executives  at  a  Los  An- 
geles insurance-industiy  reception,  they 
decided  to  hear  him  out.  Within  weeks, 
a  deal  was  stnack  to  settle  the  action. 

"Quackenbush  didn't  have  his  time, 
his  ego,  and  his  lawyers  wrapped  up  in 
this,"  says  Richard  A.  Dinon,  20th  Cen- 
tury senior  vice-president.  "His  ap- 
proach was  more  rational,  more  busi- 
nesslike." Dinon  is  not  alone  in  admiiing 


jjaign.  Almost  constant  bickeiing  in  local 
newspapers  between  Quackenbush  and 
his  nemesis,  Harvey  Rosenlield,  author 
of  Prop  103,  has  reached  fever  pitch. 
The  criticism  is  getting  to  the  6-foot-4 
foimer  Arniy  captain.  "Please  don't  say 
I'm  a  friend  of  the  industiy,"  Quacken- 
bush rec{uests — an  hour  after  telling  a 
business  gi'oup  that  the  Rosenfield  inck- 
us  had  him  "sometimes  wishing  I  had 
my  tank  back." 

Quackenbush  may  not  be  an  industry 
friend,  but  he's  a  lot  more  than  an  ac- 


quaintance. On  Jan.  13,  nine  days  a: 
his  swearing  in,  he  set  the  tone 
sending  letters  to  197  insurance  co; 
panies  declaring:  "California  is  open 
business,  and  we  want  you  back." 

Since  then,  Quackenbush,  who 
no  insiu'ance  experience  before  his  ell 
tion,  has  approved  earthquake-premi 
hikes  of  100%  and  upward  for  two 
insurers.  He  has  also  vowed  to  rem 
the  requirement  that  any  outfit  offe: 
homeowners  insurance  in  Califor 
must  also  provide  earthquake  covera| 
BATTLES  LOOM.  Consumer  advoca 
ai'e  especially  livid  over  the  20th  Ce: 
ry  settlement,  which  Garamendi 
self  calls  "a  pohtical  payback."  The  d 
releases  the  company  entirely  fr 
interest  accumulated  on  the  $78  mill 
in  rollbacks  it  is  deemed  to  owe  poli 
holders,  but  the  deal  does  provide 
least  $46  miUion  to  policyholders.  Aj 
the  settlement  was  reached,  Rosenfi 
accused  Quackenbush  of  costing  eonsi 
ers  $221  million,  including  $74  mil 
for  the  20th  Centuiy  settlement. 

Yet  to  come  ai-e  battles  over  23  pe 
ing  requests  for  rate  increases  and  IpCW 
to  make  insurers  offer  earthquake 
cies.  Opponents  of  Quackenbush's 
tempt  to  solve  this  problem  by 
coupling  homeowners  from  earthqu 
coverage  say  that  market  may  cby  ufcvel. 
insurers  are  not  forced  to  paiticipat 

Even  if  Quackenbush  sui-vives  th  ,its 
shppery  issues,  he  may  still  be  der 
what  he  really  wants:  a  more  vigor  sr 


t 


insurance  market.  After  20th  Cen' 
settled  with  the  Insurance  Dept. 
dropped  its  lawsuit,  the  Supreme  C( 
upheld  the  Garamendi-designed 
103  regulations,  dictating  what  Quad 
bush  may  do.  And  even  insurers  w 
out  pending  Prop  103  claims  may 
slow  to  become  more  active  in  the  r 
ket.  Robert  W.  Pike,  general  counse 
Allstate  Insurance  Co.  in  Northbr 
111.,  says  that  even  if  the  earthqu 
issues  were  resolved,  Allstate  w( 
still  want  to  reduce  its  overall  paitic 
tion  in  California's  earthquake  marl 

Worst  of  all,  Quackenbush,  an 
speechmaker  whose  political  ambit 
rival  Garamendi's,  may  find  that 
regailatoiy  pohcies  he  hopes  will  n 
California  "irresistible"  to  business; 
quite  resistible  to  voters. 

Rosenfield  says  he  wouldn't  rale 
recall  election.  "[Quackenbush] 
undertaken  to  protect  the  insun 
companies  at  the  direct  expense  of 
consumers,"  he  says.  "If  this  contir 
he  won't  be  able  to  get  elected 
catcher  in  this  state."  And  the  guy 
been  in  office  only  two  months. 
By  Nanette  Byrnes  in  Los  Ani 
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KELFER  WILL 
SOON  HAVE 
ro  CUT  THE 
FDIC'S  STAFF 


GULATORS 


/ELGOME  TO  THE  FDIO 
IS.  HELPER 

new  chief  is  out  to  protect  the  agency's  independence 


'he  first  thing  visitors  to  Ricki  Tigert 
Helfei*'s  comer  office  at  the  Federal 
Deposit  Insurance  Corp.  notice  is 
gavel.  More  than  three  feet  long 
prominently  displayed  on  a  coffee 
2,  it  was  a  gift  from  employees  in 
FDic's  Irvine  (Calif.)  office  last  No- 
ber.  "They  said  'we  don't  think 
11  need  it,' "  the  newly  installed  FDic 
rrnan  recalls  with  a  laugh.  "  'But 
in  case.' " 

ae  Irvine  employees  have  been 
..  After  winning  a  bruising  11-month 
miation  battle  with  Senator  Alfonse 
)'Amato  (R-N.  Y.),  Heifer  has  wast- 
D  time  in  taking  command.  The  fdic 
res  bank  deposits  and  regulates 
small  banks.  But  historically,  un- 
uch  chairmen  as  L.  William  Seid- 
the  FDIC  has  been  the  most  vocal 
regxdator  in  sounding  alanns  when 
system  has  become  imperiled.  In 
it  years,  though,  it  has  languished. 
1  not  have  a  peiTnanent 
man  for  more  than  two 
5  and  almost  lost  its 
le  when  the  Adminis- 
m  proposed  merging 
regulators.  Heifer  has 
it  clear  she  is  out  to 
■ct  the  FDic's  indepen- 
i  and  restore  its  influ- 
"That  was  sorely  need- 
5ays  James  A.  Hansen, 
nan  of  the  Conference 
ite  Bank  Supervisors, 
t   reestablishing  the 


FDIC  as  a  major  force  is  just  one  of 
Heifer's  challenges.  She  urgently  needs 
to  shore  up  the  undercapitalized  fimd 
that  insures  thrift  deposits,  which  be- 
came an  FDIC  responsibility  during  the 
savings  and  loan  debacle.  The  fund  is  at 
$1.8  billion,  far  below  the  $8.5  billion 
target  set  by  Congress  in  1989.  One  big 
thrift  failure  could  wipe  out  the  fund. 
MENDING  FENCES.  The  bank  insurance 
fund,  by  conti'ast,  has  plenty  of  money, 
and  the  FDIC  board,  led  by  Heifer,  has 
proposed  cutting  bank  insurance  premi- 
ums by  83%.  Thrift  executives  warn 
that  move  could  prove  disastrous  be- 
cause it  would  leave  thrifts  at  a  severe 
competitive  disadvantage  and  ultimate- 
ly weaken  the  thrift  insurance  fund. 

Another  big  challenge  will  be  mending 
fences  on  Capitol  Hill.  Already,  congi-es- 
sional  critics  are  attacking  Heifer's  pro- 
posed bank  premium  cut,  contending  the 
FDIC  is  underestimating  the  impact  on 


Getting 
the  Job 
Was  the 
Easy  Part 

Ricki  Tigert  Heifer 
has  her  sh  are 
of  challenges  as 
FDIC  chair 


THRIFT  INSURANCE  FUND 

Heifer  must  get  Congress  to  build 
up  the  $1.8  billion  fund  insuring 
thrift  deposits,  which  is  severely 
undercapitalized.  One  big  S&L  fail 
ure  could  wipe  it  out. 


the  thrift  fund.  "Her  handling  of  the 
[bank  and  thrift  insurance  fund]  issue 
will  be  a  critical  test,"  says  D'Amato, 
who  first  supported  her  nomination  but 
then  i-evereed  course.  D'Amato  has  ques- 
tioned whether  Heifer  had  contacts  with 
the  White  House  about  recusing  herself 
from  Whitewater  matters,  and  Senate 
sources  warn  that  Heifer  will  be  called 
before  the  Banking  Committee  to  an- 
swer questions  about  any  such  contacts. 

Heifer  also  faces  a  managerial  chal- 
lenge: A  rapid  slowdown  in  bank  fail- 
ures is  forcing  the  fdic  to  get  slimmer, 
a  prospect  Heifer  tenns  "sad  and  diffi- 
cult." She  must  slash  the  fdic  payroll 
while  folding  in  nearly  1,400  Resolution 
Trust  Coi-p.  employees  when  that  agen- 
cy, which  handled  the  s&L  cleanup,  goes 
out  of  business  at  yeai-end.  "I  don't  envy 
her  that  job,"  says  foiTner  fdic  Chair- 
man William  M.  Isaac.  Last  November, 
she  met  with  two  senior  executives 
fi'om  Chemical  Banking  Corp.  to  learn 
how  they  handled  merging  operations 
with  those  of  Manufacturei's  Hanover. 

Heifer's  roots  are  far  from  the  world 
of  banking  and  politics.  Raised  in  Mur- 
fi'eesboro,  Tenn.,  she  attended  the  Uni- 
versity of  Chicago  Law  School  before 
arriving  in  Washington  in  1977.  She 
spent  most  of  the  1980s  in  the  interna- 
tional divisions  of  the  U.  S.  Tr-easury 
Dept.  and  the  Federal  Resei've,  and  be- 
came an  opera  buff  in  her  free  time. 
Heifer  married  fellow  Washington  at- 
torney Michael  S.  Heifer  in  January. 
The  two  met  when  Heifer  coached  the 
fdic  nominee  for  her  confiiTnation  hear- 
ing. She  is  known  as  a  hai'd  taskmaster 
who  often  works  long  into  the  night. 

Not  all  Heifer's  moves  have  won  her 
praise.  She  i-ecently  took  an  indirect  hit 
ft'om  Vice-President  Al  Gore.  Accord- 
ing to  community  activists,  at  a  recent 
meeting  Gore  criticized  the  FDIC  and 
the  Federal  Reserve  for  appearing  to 
drag  their  feet  on  rewriting  rules  on 
bank  lending  in  low-income  areas. 

Heifer  says  she  has  supported  those 
efforts,  but  adds:  "People  won't  like 
everything  a  regulator  does."  As  she 
has  proven,  though,  Ricki  Tigert  Heifer 
hardly  shrinks  fi'om  a  good  fight. 

By  Amy  Barrett  in  Washington 

RESOLUTION  TRUST  CORP 

With  the  RTC  set  to  go  out  of  busi- 
ness by  the  end  of  1995,  the  FDIC 
must  absorb  1,400  of  its  employ- 
ees. And  she  must  cut  FDIC  employ- 
ment by  10%. 


CAPITOL  HILL  She  must  revitalize 
her  weakened  agency.  And  she  must 
mend  fences  with  Senate  Banking 
Chairman  Alfonse  M.  D'Amato  (R- 
N.  Y.)  who  opposed  her  confirmation. 


BANK  LENDING  With  competition 
fierce  among  lenders,  the  FDIC 
must  watch  out  for  weakening 
credit  standards. 
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Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

ALZAMAYGET 
SWALLOWED  MP 

Far  from  abating,  the  takeover  pace 
in  the  drug  industry  is  gaining  mo- 
mentum. Germany's  largest  chemical 
and  pharmaceutical  company,  Hoechst, 
announced  on  Feb.  28  that  it  was  in 
talks  to  acquire  Marion  Merrell  Dow. 
The  inevitable  question:  Who's  next? 

What  some  takeover  pros  have 
started  buying  quietly  is  Alza  (AZA),  a 
leader  in  controlled-release,  drug-de- 
livery systems.  Several  strategists  spe- 
cializing in  takeover  stocks  are  con- 
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vinced  that  a  major  drug  company  is 
interested  in  acquiring  Alza,  which 
makes  a  broad  range  of  therapies  sold 
by  the  big  drugmakers  under  licens- 
ing agreements.  Some  analysts  dismiss 
the  rumor  that  Alza  is  for  sale.  "The 
company's  strength  is  its  independent 
marketing  alliances,"  says  Richard  Vie- 
tor,  a  first  vice-president  at  Merrill 
Lynch.  Alza  would  be  in  danger  of  los- 
ing those  Links  if  it  were  acquired  by  a 
rival,  he  explains. 

Nonetheless,  "a  major  pharmaceuti- 
cal house  that  enjoys  such  a  pact  is,  in 
fact,  interested  in  owning  Alza,"  as- 
serts one  New  York  money  manager 
who  has  been  buying  shares,  currently 
trading  at  23. 

He  thinks  this  drugmaker  will  offer 
35  a  share  for  Alza,  which  hit  a  high  of 
50  in  1992,  when  it  posted  earnings  of 
90<2  a  share  on  revenues  of  $229  mil- 
lion. Results  have  weakened  since  then 
and  driven  the  price  down. 

Alza  has  a  pact  with  Pfizer,  with 
which  it  developed  Procardia  XL  for 
treating  angina  and  hypertension.  Roy- 
alties from  Pfizer  generated  by  this 
drug  account  for  35%  of  Alza's  reve- 


nues. It  also  has  a  pact  with  Marion 
MeiTell  Dow  on  Alza's  Nicoderm,  an 
antismoking  skin  patch.  Royalties  from 
Marion  produce  10%  of  the  revenues. , 
In  addition,  Alza  has  a  deal  with 
Britain's  Glaxo  Holdings  to  market  Vol- 
max,  an  asthma  treatment.  Johnson  & 
Johnson  has  the  license  for  Alza's  Dur- 
agesic,  a  drug  used  to  manage  severe, 
chronic  pain. 

The  drop  in  the  stock  price  is  just 
one  reason  Alza  has  become  atti-active, 
explains  one  arbitrageur.  The  poten- 
tial buyer,  he  argues,  wants  some  of 
Alza's  technologies,  including  the  trans- 
dennal  patches  and  OROS  osmotic  tab- 
lets for  precise,  controlled  release. 

Some  analysts  believe  Alza  is  in  a 
turnaround.  Herman  Saftlas  of  Stan- 
dard &  Poor's  sees  earnings  of  90?  a 
share  this  year.  The  long-term  pros- 
pects, he  says,  are  enhanced  by  Alza's 
"impressive  R&D  pipeline,"  which  in- 
cludes more  than  60  products  in  vari- 
ous stages  of  development.  Alza  offi- 
cials were  unavailable  for  comment. 

SUNDSTRAND: 
SET  FOR  LIFTOFF? 

Crimped  mihtai-y  spending  has  kept 
aerospace  stocks  from  flying  high. 
But  that's  just  dandy  for  some  daring 
investors,  who  have  been  snapping  up 
Sundstrand  (SNS),  a  maker  of  aircraft 
and  aerospace  components.  The  shares, 
trading  in  the  mid-50s  last  summer, 
ai"e  down  to  45,  in  part  because  of  dis- 
appointing earnings. 

Even  so,  the  stock  has  been  inching 
higher  of  late,  notes  one  technical  ana- 
lyst. It  appears  to  be  "on  the  verge 
of  breaking  out,"  he  says. 

That's  probably  due  to  heavy  buying 
by  some  big  players,  including  invest- 
ment manager  John  Levin,  who  has 
accumulated  5.2%.  Others  who  own 
large  Sundstrand  stakes  include  Op- 
penheimer  Capital,  with  more  than  9% 
of  the  stock;  Capital  Research  &  Man- 
agement, with  7.7%;  and  rcm  Capital 
Management,  with  5%. 

"Levin  wants  Sundstrand  to  look  for 
ways  to  maximize  the  value  of  its 
stock,"  says  Chai-lie  LaLoggia,  editor  of 
the  Special  Situation  Report  in  Roch- 
ester, N.  Y.  Levin  beUeves  the  assets 
are  worth  considerably  more  than  the 
current  price  of  the  stock,  says  La- 
Loggia,  who  pegs  Sundstrand's  value 
at  55  or  more  in  a  takeover.  Levin's  po- 
sition appears  to  put  Sundstrand  "in 
play,"  and  that's  probably  why  the 


stock's  trading  pattern  is  starting  Is 
turn  very  bullish,  adds  LaLoggia.  ; 

Sundstrand  could  spin  off  sonri 
assets  or  merge  with  a  larger  compii 
ny.  Sundstrand  and  Levin  decline;^ 
comment. 


RESOLUTE 
ON  LTV 


Who's  afraid  of  the  cyclicals?  Cgt 
tainly  not  investment  manage 
Steve  Leeb.  In  spite  of  the  Street 
continuing  skittishness  toward  st 
producers,  carmakers,  and  othe 
whose  fortunes  are  tied  to  the  ecoR 
my's  swings,  Leeb  remains  bullish. 

"Valuations  in  these  sectors  are 
low  that  it  seems  like  investors  ai 
expecting  an  economic  calamity,"  sa 
Leeb,  editor  of  Personal  Finance 
Alexandria,  Va.  But  since  he's  coj 
vinced  the  economy  isn't  in  any  dangi 
of  swooning  into  a  recession,  Leeb  h| 
been  buying  heavily  into  cyclicals. 

Among  them  is  LTV  (ltv),  whi 
emerged  from  Chapter  11  in  1993  aft! 
reorganizing  and  paying  off  $6  billion 
creditor  claims  and  $3  billion  in  pensi 
habihties.  ltv  has  since  become 
second-largest  supplier  of  flat-roll 
steel  to  the  auto,  appliance,  and  elect 
cal-equipment  industries,  ltv  also  si 
plies  equipment  to  the  oil  industry. 

Why  pick  ltv?  Leeb  expects  sti 
prices  to  jump  worldvdde  because 
increasing  demand  in  Europe,  As 
and  Latin  America.  The  enhanced  ( 
mand  could  result 

m  LTV  earnings  of     iiiiiuniiio  rwi 
more  than  $4  a  ORDERS 
share  in  1996  and 
in  excess  of  $5  in 
1997,  up  from  an  ^i 
estimated  $2.50 
this  year,  he  says. 

The  stock,  now 
at  15,  is  very 
cheap,  maintains 
Leeb:  It  trades  at 
less  than  twice 
the  estimated 

1996  cash  flow  of 
$7.50  a  share,  and 
less  than  three 
times  projected 

1997  earnings. 
As  a  low-cost  domestic  producer, 

is  well  positioned  to  weather  any  toi 
times  ahead — should  they  come  aroi 
again,  notes  Leeb.  Over  the  next  1 
years,  he  sees  the  steelmakers'  st 
climbing  to  35. 


LTV 
STOCK  PXiCE 
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To  handle  the  bhzzaid  of  reservation 
calls  durinj^  the  busy  season,  Taos  Valley 
Resorts  had  to  ask  many 
potential  customers  to 
han^  on.  Unfortunately, 

too  many  simply  hungup    took  our  customers  off  Holcl , 

Sprint  Business  created        1    •  1         11  _1 

business  snowballed. 

a  real  solution:  Enhanced 


Wh 


en  Sprint  Business 


SO(P"  Service  instantly  transferred  ciills 
to  Taos  operators  at  other  sites,  so 
customers  got  through  quickly.  And 
resen'ations  jumped  30%. 

We've  also  helped  put  their  marketing 
communications  in  peak  condition  with 
SprintFAX®  At  the  push  of  a  button, 
they  now  send  timely  promotions  and 
snow  updates  to  more  than  200  news- 
papers and  travel  agents  simultaneously. 
It  gives  Taos  Valley  Resorts  a  real  edge 
over  the  competition. 

No  matter  what  business  you're  in, 
Sprint  Business  can  help  you  turn  com- 
munications technology  into  a  powerful 
business  tool.  One  that  can  help  make 
you  more  profitable.  And  isn't  that  why 
you're  in  business  in  the  first  place? 

Find  out  how  we  can  help  your  business 
do  more  business.  Gall  1-800-598-5000. 


India  Hatch 
President 

Ta(xs  Vallev  Re.sort  As.sn. 


REAL  BUSINESS      REAL  PROBLEM     REAL  SOLUTION     REAL  RESULTS 

Taos  Valley  Resort  Sales  lost  due  to  busy  trails  re-routed  instantly  to  M)"i,  more  reservations 

Association  reserxation  lines  av  ailable  operators  boosted  profits 
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Industries 


STEEL 


THE  BRUTAL  BRAWL 
AHEAD  IN  STEEL 

How  many  minimills  is  too  many?  The  industry  will  soon  learn 


In  a  foiTner  tobacco  field  in  Kentucky, 
an  unlikely  corps  of  college-educated 
steelworkers  is  experimenting  with 
$360  million  worth  of  new  machineiy. 
Even  before  the  roof  of  the  mill  is  com- 
pleted, they're  sending  two-inch-thick 
slabs  of  Canadian  steel  through  a  fur- 
nace as  long  as  a  football  field,  and  ft'om 
there  through  five  sets  of  huge  presses, 
known  as  rolhng  mills.  By  the  time  the 
electric  fumace  is  ready,  probably  by 
early  April,  brand-new  Gallatin  Steel 


in  Crawfordsville,  Ind.,  the  competition 
is  finally  gearing  up  its  own  flat-rolled 
mills.  Gallatin  is  fii'st.  But  coming  early 
next  year  is  Steel  Dynamics  Inc.,  a 
startup  run  by  former  Nucor  Corp. 
managers  in  Butler,  Ind.  North  Star 
Steel  Co.  is  planning  one  for  Ohio.  Even 
steel's  No.  3  player,  ltv — along  with 
paitnere  British  Steel  and  Sumitomo — is 
jumping  into  minimills.  By  1998,  some 
10  new  projects  should  add  from  10  mil- 
hon  to  20  million  tons  per  year  of  flat- 


I 


ogy.  And  many  of  them,  including  Gait*  ) 
tin,  ai'e  planning  to  do  this  with  a  wo:> 
force  that  has  no  experience  operatig 
flat-rolled  minimills.  "Sometimes,"  s* 
Kosanovich,  "I'm  in  awe  of  what  wel 
about  to  do  here."  jf 

Not  to  mention  what  they  face.  Wlfc^ 
the  construction  of  the  Nucor  look-ali 
proceeds  during  America's  biggest  st 
boom  in  20  years,  the  last  mills  will 
open  in  1997,  just  as  the  industry  is 
pected  to  take  a  cyclical  dive.  Accord 
to  PaineWebber  Inc.'s  Peter  Marc 
steel  should  be  entering  into  a  "de 
spii'al"  by  then,  with  plummeting  pri 
only  exacerbated  by  the  millions  of  n 
cheap  tons  from  the  minimills. 
ChaiiTnan  David  H.  Hoag  predicts 
the  new  mills  will  simply  replace 
lions  of  tons  of  imports.  "That's  w 
creates  the  opportunity,"  he  says, 
even  if  the  minis  find  a  mai-ket  for  tl 
steel,  margins  will  likely  be  razor-th 

This  is  a  worrisome  prospect  for 


Steelmakers  are  spending  $4  billion  on  m 
HOT      minimills  to  make  flat-rolled  steel  for  aut 
lyig  JJ^^    appliances,  and  other  markets,  adding  18 


COMPANY 

NUCOR 

GALLATIN  STEEL 
ARMCO 

STEEL  DYNAMICS 
ACME  METAL 
WORLDCLASS  STEEL 
IPSCO 
TRICO 

NORTH  STAR/BHL 
WORTHINGTON 

"Capacity  will  be  doubled  in  second  phase 


CAPACITY  LOCATION 

ONS  OF  TONS 

STARTUI 

2 

Arkansas,  Indiana 

199^ 

1.2* 

Kentucky 

199! 

1 

Ohio 

199! 

1* 

Indiana 

199( 

1* 

Chicago 

1991 

1 

Pennsylvania 

1991 

1 

Iowa 

1991 

2.4 

Southeastern  U.S. 

199 

1.2* 

Ohio 

199 

1* 

undecided 

after ' 

Co.  will  start  melting  scrap  and  con- 
verting it,  in  three  short  hours,  into 
coils  of  flat-rolled  steel — a  basic  compo- 
nent of  cars,  pipes,  and  appliances. 

Nearly  as  soon  as  the  mill  begins  to 
operate,  Pr-esident  Milan  Kosanovich 
says  he'll  be  pressing  his  board  to  dou- 
ble capacity,  to  2.4  million  tons  per  yeai-. 
Why  the  huny?  Nipping  at  Gallatin's 
heels  are  a  host  nf  new  steel  compa- 
nies, from  Pittsburgh  to  Iowa,  most  of 
them  targeting  the  same  flat-rolled  mar- 
kets. Kosanovich  wants  to  nail  down 
customers  fast.  "It's  absolutely  impera- 
tive that  we  have  it  operational  before 
the  new  mills  come  on  stream,"  he  says. 

This  is  the  race  of  the  Nucor  look- 
alikes.  Six  yeai-s  after  the  minimill  giant 
pioneered  a  low-cost  German  technology 


i-olled  steel,  raising  U.  S.  capacity  by  as 
much  as  407r.  "It's  going  to  be  a  crowd- 
ed place  [by  1997],"  frets  Kosanovich. 

All  this  new  capacity  should  tiu'n  the 
U.  S.  into  the  undisputed  cost  leader  of 
the  world.  But  for  the  players,  the 
crowded  market  poses  countless  chal- 
lenges. First,  they'll  be  bidding  against 
one  another  for  the  same  scrap,  which 
could  ratchet  up  the  cost  of  their  key 
raw  material.  At  the  same  time,  they'll 
be  selling  millions  of  new  tons,  which 
could  drive  dowm  prices.  And  many  will 
be  coming  online  just  as  demand  is  ex- 
pected to  wane.  To  escape  the  bioital 
commodity  market,  where  Nucor  reigns 
supreme,  they're  all  planning  to  push 
into  pricier  niches — something  that's 
never  been  asked  of  the  Nucor  teclmol- 


DATA  COMPANY  REP( 

highly  leveraged  mills.  For  while 
of  the  new  minimills,  including  Gall 
and  LTV  Corp.'s  Trico  Steel  Co.,  1 
powerful  coi'porate  parents,  others 
gTowing  ft'om  a  wave  of  financing  tl 
betting  on  the  next  Nucor  It  bega 
1993,  when  a  trio  of  Nucor  mana 
quit  the  company  to  pursue  their 
startup.  Steel  Dynamics.  Within 
months,  the  gToup  had  raised  $400 
lion,  mostly  in  debt.  A  similar  ven 
near  Pittsburgh,  WorldClass  Steel 
is  closing  in  on  $450  miUion,  with 
banks  lending  the  most.  "You  wou 
believe  how  many  entrepreneurs 
me,  saying,  'I  want  to  build  a  ! 
mill,' "  says  David  Stickler,  a  partni 
investment  banker  McDonald  &  Co 
curities  Inc.,  in  Cleveland,  who  r; 
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Saves  you  money: 

AS/400  is  easy  to 
manage.  There's  no 
need  to  hire  a  large 
technical  staff. 


Saves  you  time: 

AS/400  is  easy  to  use. 
There's  no  need  to  pay 
for  costly  end-user 
training. 


Saves  your  capital: 

Affordably 
finance  AS/400 
through  IBM 
Credit  Corp. 
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investment: 
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low-cost  study  call 
1  800  IBM-6676 
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No  other  business 
computer  in  its  class  gives  you 
lower  cost  of  ownership. 
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People 


$370  million  last  year  for  Steel  Dynam- 
ics. But  now,  says  Stickler,  "the  question 
is,  how  much  is  too  much?" 

To  pursue  the  premium  mai'kets,  the 
new  minimills  will  need  perfect  surface 
quality.  The  thin-slab  casters,  made  by 
SMS  of  Diisseldorf,  Germany,  oscillate 
gently  to  keep  the  liquid  steel  flowing 
smoothly  through  funnel-shaped  cast- 
ers, without  sticking.  This  sometimes 
scars  the  metal's  suiface.  While  working 
to  refine  the  process,  Nucor  has  simply 
staked  out  its  turf  in  the  low  end  of 
the  market,  where  an  occasional  blemish 
doesn't  mattei\  But  to  push  downstream 
from  Nucor,  the  newcomers  will  have 
to  perfect  the  technology — a  tall  order 
for  rookies — and  meet  the  exacting  de- 
mands of  makers  of  autos  and  applianc- 
es. Gallatin  is  responding  to  the  chal- 
lenge by  filling  half  its  workforce  with 
college-educated  steelworkers. 

With  this  in  mind,  sevei-al  of  the  new 
mills  are  taking  a  step  back  from  the 
German  thin-slab  casters.  WorldClass 
Steel,  the  Pittsburgh  startup,  is  buying 
a  medium-slab  mill  from  Tippins  Inc., 
the  only  U.  S.  mill  supplier.  This  mill, 
designed  for  niche  hunting,  produces 
the  steel  more  slowly  but  promises 
more  choices  in  gi'ades,  gauges,  and  al- 
loys. The  LTV  and  North  Star  joint  ven- 
tures are  likely  to  order  similar  mid- 
size casters  from  Japan's  Sumitomo 
Coi-]3.  "It  gives  us  more  flexibility,"  says 
North  Star  President  Robert  Garvey. 
But  Gallatin's  Kosanovich  says  the  medi- 
um-slabbers are  adding  costs  without 
giiai'anteeing  quality.  "Those  guys  ai-e  in 
never-never  land,"  he  says. 
LONG  RACE.  Sound  hke  they're  tussling 
now?  Wait  until  they  start  battling  for 
scrap.  The  cnicial  raw  mateiial  for  mini- 
mills  has  doubled  in  pnce  in  the  past 
two  years.  With  all  the  new  minis 
threatening  to  add  to  the  ciunch,  mills 
are  hunting  foi-  scrap  substitutes.  Galla- 
tin is  buying  pig  u'on  fi'om  Russia.  Qual- 
itech  Steel  Coip.,  a  Cleveland  startup, 
plans  to  build  an  u-on  carbide  plant,  like 
Nucor's,  which  is  just  gearing  up  for 
production  in  Tiinidad.  Bntish  Steel  PLC 
is  im])orting  ii'on-substitute  technology 
from  Scotland.  This  means  the  new  mills 
will  likely  be  competing  with  new  tech- 
nology not  only  to  produce  steel,  but 
also  to  come  up  with  iron. 

In  this  race,  everyone's  focused  on 
the  next  downturn.  If  the  newcomer-s 
produce  premium  steel,  they  could  turn 
the  slump  into  hell  for  the  higher-cost 
integi-ated  producers.  But  if  they  fail, 
look  foi-  a  biutal  pnce  war  at  the  bot- 
tom of  the  market.  "The  death  spiral 
won't  shake  us  out,"  vows  Kosanovich, 
who  promises  to  be  a  low-cost  producer. 
But  a  whole  gaggle  of  other  new  steel 
companies  has  exactly  the  same  idea. 
By  Stephen  Baker  in  Pittsburgh 


COMEBACKS 


STEVE  WOLF'S 
SOFT  LANDING 

Ejected  from  United,  he's  now  Air  France's  turnaround  giif 


Stephen  M.  Wolf  is  in  heaven.  His 
biweekly  round  of  Paris  meetings 
is  over,  and  it's  time  for  a  more 
spiritual  endeavor — dinner  at  Laurent, 
one  of  the  few  Parisian  temples  of  gas- 
tronomy at  which  he  has  never  wor- 
shiped. Wolf,  the  former  chairman  of 
United  AirUnes  Inc.,  already  knows  what 
he'll  order.  He  had  the  menu  faxed  to 
his  Chicago  home  a  week  ago.  He  want- 
ed the  wine  list,  too,  but  the  restaurant 
balked  because  it's  so  long.  Like  his  wife, 
Delores,  Wolf  adores  food.  "I  could  spend 
half  the  day  wandering  through  Paris 
fish  and  produce  markets,"  he  says. 

At  53,  this  workaholic  auiine  veteran 
has  the  time — and  money — to  indulge 
such  passions.  Last  July, 
Wolf  was  booted  from 
United  after  employees 
bought  control  of  the  once 
stinggiing  canier,  which 
he  had  whipped  into 
shape  dming  an  autocrat- 
ic six-year  reign.  United 
says  Wolf  left  with  cash 
and  stock  options  worth 
some  $10  million,  an  an- 
nual $240,000  pension  to 
begin  when  he's  56,  and 
an  unspecified  retii'ement 
payment. 

Now  he  has  landed 
what  many  forced  retir- 
ees would  consider  a 
di'eam  job.  He  has  become 
a  part-time  turnaround 
gum  at  Air  France — ar- 
guably the  world's  most 
backwai'd  big  airline.  The 
lanky,  red-suspendered 
California  native  has  an 
office  wedged  between 
those  of  the  aii-line's  chair- 
man. Christian  Blanc,  and 
its  president,  Rodolphe 
Frantz.  Eveiy  two  weeks 
he  flies  to  Paris  to  meet 
with  both.  In  between. 


lEI 

he's  helping  to  negotiate  an  alliance  i 
American  Airlines  Inc.  that  could  re  as 
in  a  new  global  aii"  powerhouse, 

A  key  ally  in  Wolfs  effort  is  Ral 
Gangwal,  formerly  United's  plant 
chief  Wolf  pei^suaded  the  route-struc 
ing  whiz  to  join  Air  France  as  an  e 
utive  vice-president  in  December  T 
one  of  the  state-owmed  carrier's  top 
jobs  could  go  to  a  foreigner — and 
who,  like  Wolf,  speaks  no  Fren^ 
seemed  unthinkable.  "I  thought  Ste 
phone  call  was  a  joke,"  recalls  the  a. 
dian-born  Gangwal.  "Advising  is  iii'T 
thing,  but  being  a  full-time  execu  i  jivj 
at  a  French  airline  is  very  differen  teii; 
Yet  Wolf  and  Gangwal  have  fome 


FRANCOPHILES:  Delores 
and  Steve  Wolf  in  Paris 
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•emarkable  Amencan  revolution  at  an 
line  analyst  Kevin  C.  Muiphy  of  Moi- 
1  Stanley  &  Co.  calls  "a  fljing  bui'eau- 
icy."  The  French  government,  tired  of 
■nping  subsidies  into  Ail'  France,  longs 
pnvatize  it  in  a  few  years.  So  Wolf 
i  Gangwal  have  apparently  been  set 
e  to  shake  up  its  inefficient  ways, 
rhey  have  killed  orders  for  planes 
\  dropped  routes  that  brought  pres- 
3  but  no  profit.  Soon,  60  employees  of 
American  Airlines  consulting  subsid- 
/  will  spend  18  months  in  Paris,  hii'ed 
Wolf  and  Gangwal  to  organize  a 
eld-management"  system  that  will 
gle  fares  daily  to  optimize  revenues. 
ITE  BLANCHE.  Insiders  say  Gangwal 
begim  talks  with  Boeing  Co.  and 
bus  Industrie  on  a  deal  to  buy  all 
les  from  one  maker  in  return  for  deep 
!ounts.  Traditionally,  Air  France  has 
t  ordere  between  the  two  and  bought 
3  or  two  of  eveiything,"  says  an  uisid- 
vVolf  and  Gangwal  hope  to  standaixlize 
fleet  ai-ound  a  few  models, 
'roud  Air  France  is  trying  to  play 
m  this  American  presence.  Blanc 
I't  discuss  Wolfs  I'ole.  But  the  chair- 
1,  who  ran  the  Paris  subway  system 
had  no  airline  experience  before  join- 
Air  Fi'ance  16  months  ago,  seems  to 
e  given  the  pair  caite  blanche.  In 
telling  move,  authority  to  schedule 
its,  which  Blanc  decentralized  among 


Highlights  Of 
Steve  Wolfs 
Resume 

1966  Joined  American  Air- 
lines as  management  trainee. 

1981  Joined  Pan  American 
World  Airways  as  senior 
vice-president  for  marketing. 

DECEMBER,  1982  Named 
president  and  chief  operat- 
ing officer  of  Continental 
Airlmes.  Resigned  Septem- 
ber, 1983. 

JUNE,  1984  Named  presi- 
dent and  CEO  of  Republic 
Airlines. 

AUGUST,  1986  Named 
chairman,  CEO,  and  presi- 
dent of  Flying  Tiger  Airlines. 


DECEMBER,  1987  Named 
president  and  CEO  of 
Allegis,  later  UAL,  and  its 
United  Airlines  subsidiary. 


five  regions  in  Septem- 
ber, has  been  recentral- 
ized  in  Paiis  at  Gangwal's 
urging.  One  insider  says 
some  employees  giiimble 
that  "les  americains  are 
taking  over." 

But  many  others  are 
delighted  to  see  outsid- 
ers forcing  efficiency  on 
the  airline,  which  has 
lost  more  than  $3  billion 
since  1990.  Europe  will 
deregulate  airlines  in 
1997,  and  Air  France,  its 
second-lai'gest  canier,  is 
far  less  efficient  than 
British  Airways,  Luf- 
thansa, and  KLM.  With- 
out major  change,  it 
could  even  collapse. 
Says  Pilot  Geoffroy  Bou- 
vet:  "It's  amazing  how 
quickly  [Wolf  and  Gang- 
wal] are  dealing  with  our  problems." 

For  Wolf,  the  stint  in  Paris  offers  a 
soft  landing  after  his  ejection  fi'om  Unit- 
ed. That's  an  episode  he  doesn't  complain 
about,  saying  an  employee  takeover  was 
"the  best  possible  alternative."  Many  at 
United  are  happy  he's  gone.  They 
thought  him  callous,  obsessed  with  cost- 
cutting,  and  fixated  on  pei'sonal  loyalty. 
Says  a  fonner  executive:  "It  was  a  pret- 
— —  ty  unpleasant  place  to  work." 

Can  part-time  consulting  satis- 
fy a  man  who  thrived  on  18-hour 
days  at  the  helm  of  a  major  com- 
pany? After  United,  says  Delores, 
"I  thought  he'd  last  about  30 
days"  before  taking  one  of  sever- 
al offers  to  mn  other  companies. 
To  her  suiprise,  "Stej^hen  is  en- 
jo.\ing  liimself."  But  she  feai-s  he'll 
grow  restless  once  the  couple  has 
finished  a  cmTent  project:  building 
a  stone-and-brick  house  on  farni- 
land  in  Middleburg,  Va.  In  April 
they'll  move  in,  along  with  their 
French  wines — to  be  housed  in 
an  1,800-bottle  cellai- — and  Steve's 
collection  of  antique  Jaguars. 

But  his  golden  handshake  is 
biinging  angst  as  well  as  comfort: 
Wolf  says  he's  unsure  about  his 
future.  He  wants  to  enjoy  him- 
self, because  "life  is  a  one-time 
event,  and  all  I've  ever  done  is 
woi'k."  At  15,  he  loaded  boxcai-s  to 
support  his  mother  and  two  sis- 
ters after  his  father  left.  In  19(56, 
he  began  a  15-yeai"  stint  at  Amer- 
ican Airlines,  then  went  on  to 
save  Republic  Airlines  Inc.  and 


ROUTING  WHIZ 

Rakesh  Gangwal  is 
helping  shake  up 
Air  France's  "flying 
bureaucracy" 


r,  ,  ,  ,    1     /.  cargo  caiiier  Flying  Tiger  Line 

Resigned_July,_1994.  ^J^^^  "camarad- 


AUGUST,  1994  Joined  Air 
France  as  adviser. 


erie  and  stmctui'e"  of  a  job  and 
might  take  on  another  company. 
Wliatever  happens,  the  Wolfs 


intend  to  spend  lots  of 
time  in  France.  They 
may  buy  a  Paris  apart- 
ment and  a  house  in  Pro- 
\  ence.  Originally,  Delores 
was  the  Francophile.  As 
a  human  resources  vice- 
president  at  American, 
where  she  and  Steve 
met,  Delores  became  in- 
trigued vdth  France 
while  reading  Proust  and 
subsequently  learned  the 
language.  Steve  was  con- 
verted after  a  gastronom- 
ic epiphany  at  a  countiy 
restaurant  near  Lyon 
eight  years  ago. 

So  far,  menus  ai'e  the 
extent  of  Ms  French.  He 
speaks  English  with 
Blanc  and  Frantz  duiing 
their  four-hour  Monday 
meetings  and  during  liis 
Tuesday  tete-a-tete  lunches  with  Blanc. 
Gang-wal  sits  tlirough  meetings  with  an 
inteqDreter  at  his  side. 

That  hasn't  impeded  their  drive  for 
change.  Recently,  Gangwal,  despite  oppo- 
sition by  regional  managers,  dumped  11 
destinations — among  them  Quito,  Khar- 
toum, and  Balirain.  He's  switcliing  planes 
to  busier  routes,  including  Bangkok  and 
Buenos  Aires,  where  more  frequent 
flights  lure  high-fare  business  travelers. 
Cutting  less  populai'  routes  has  impi'oved 
plane  utilization,  enabling  the  caniei'  to 
cancel  $500  inillion  in  ordere  from  Boeing 
and  Airbus  last  month. 
SECRET  WEAPON.  Both  Gangwal  and 
Wolf  are  in  on  talks  to  forge  an  alliance 
with  American.  Wliile  at  United,  Wolf 
tried  to  enlist  Air  France  as  a  global 
paitner  to  "code-shai-e" — coordinate  con- 
necting flights  and  list  them  jointly  in 
resei-vation  systems  as  if  the  partners 
wei"e  one.  But  when  Air  France  stalled, 
he  teamed  up  with  Lufthansa.  Now,  Aii- 
France  is  Europe's  only  big  canier  with- 
out a  LI.  S.  partner — just  as  only  Ameri- 
can lacks  a  European  ally.  Paris  sources 
tliink  Ainerican  will  sign  with  Aii-  France 
this  spring.  American  won't  comment. 
But  Wolf  is  also  talking  with  United. 

Wolfs  role  is  clearly  a  plus  for  Air 
France.  Because  of  his  recoi'd  in  turn- 
arounds, says  Gangwal,  "he  brings  a 
halo  effect"  that  makes  potential  for- 
eign partnei's  more  comfortable. 

The  image  of  a  halo  over  Steve  Wolf 
might  be  tough  for  his  critics  at  United 
to  conjure.  But  in  Paris,  he's  regarded 
as  a  secret  weapon  for  change.  Before 
Air  France  is  soaring,  its  American  ad- 
viser can  look  forward  to  lots  more 
gourmet  meals  at  posh  Paris  eateries. 

By  StetvaH  Toy  in  Pans,  with  Gary 
McWilliams  in  Houston  and  Susan 
Chandler  and  Kevin  Kelly  in  Chicago 
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Information  Processing 


SOFTWARE 


WARDING  OFF  THE 
CYBERSPACE  INVADERS 

Internet  crime  is  rising,  but  there  are  ways  to  reduce  the  threat 


By  now,  you've  surely  heard  of 
Kevin  D.  Mitnick,  the  notorious 
hacker  who  was  hunted  down 
and  arrested  by  FBI  agents 
on  Feb.  15.  His  crimes:  a  string 
of  network  break-ins  that  in- 
cluded the  pilfering  of  thou- 
sands of  credit-cai'd  numbers 
from  an  Internet  service 
provider  and  sensitive  pro- 
gi"ams  fi'om  a  security  ex- 
pert's home  computer.  It 
was  a  chilUng  warning  to 
the  millions  of  consumers 
and  corporations  trying 
to  do  business  in  cyber- 
space. "The  Internet  is 
like  a  bad  neighborhood 
where  a  lot  of  people  are 
looking  for  trouble,"  says 
Ray  Ozzie,  president  of  Iris 
Associates,   which  created 
Notes  for  Lotus  Development 
Corp.  "It's  wild  out  there." 

Network-related  crime  is  not 
new — it  has  been  going  on  as  long  as 
there  have  been  networks.  But  as  more 
individuals  and  businesses  discover  the 
Internet,  the  opportunities  multiply.  The 
Computer  Emergency  Response  Team, 
based  at  Carnegie  Mellon  University,  re- 
ported 2,241  Internet  secuiity  breaches 
last  year,  twice  as  many  as  in  1993. 
WELL  POISONING.  The  good  news  is  that, 
with  a  little  planning,  companies  and 
consumers  can  usually  protect  them- 
selves. .\nd  despite  the  headlines,  the 
risk  of  attack  by  criminal  hackers  such 
as  Mitnick  may  be  greatly  exaggerat- 
ed. M.  E.  Kabay,  director  of  education 
at  the  National  Computer  Security  Assn. 
(NCSA)  in  Carhsle,  Pa.,  contends  that  of 
all  the  damage  estimated  to  be  done  to 


computer  networks,  only  a  small  frac- 
tion can  be  traced  to  criminal  hacking. 
The  bigger  dangei',  warns  Kabay:  care- 
less employees  who  give  away  secret 
passwords  or  workers  bent  on  sabotage. 

Ask  MCI  Communications  Corp.  The 
Secret  Service  charges  that  Ivy  James 
Lay,  a  technician  in  MCi's  Greensboro 
(N.  C.)  facilities,  programmed  an  MCI  PC 
to  captui'e  more  than  50,000  credit-card 
numbers.  Before  he  was  nabbed  in  Sep- 
tember, Lay  had  sold  the  numbers  to  a 
network  of  dealers,  resulting  in  more 
than  $50  million  in  fraudulent  charges. 


For  MCI,  the  incident  was  "a  real  was- 
up  call,"  says  Robert  E.  Wilson,  direA 
of  technical  security.  | 
And  while  the  idea  of  a  hacl 
like  Mitnick  marauding  throi 
the  Internet  certainly  gi 
business  pause,  it  turns 
that  many  of  the  compul 
he  hit  weren't  well  prot( 
ed.  "Many  of  the  rec 
break-ins  are  a  result 
leaving  doors  open," 
William  Finkelstein, 
president  in  charge  o^*f 
rect-access  financial 
vices   at   Wells  Fa 
Bank.  "If  you  leave 
bank  vault  open,  pe( 
are  going  to  walk  in 
their  shopping  carts." 
Mitnick,  for  example, 
quently  used  The  Well,  a 
Francisco-based  onhne  serpUff 
that  is  linked  to  the  Inter 
as  a  base  of  operation.  Befor< 
was  caught,  he  had  cracked  an 
count  on  The  Well  and  stashed  1 
dreds  of  programs  there  stolen  f 
'Rutomu  Shimomui-a,  a  security  ex 
at  the  San  Diego  Supercomputer  Ce: 
He  also  wiped  out  some  of  the  serv 
accounting  records.  "The  Well  re 
brought  a  lot  of  this  Mitnick  affaii 
themselves  through  their  cavalier 
tude,"  says  Winn  Schwartau,  execu 
director  for  secunty  consultant  Ii 
pact  Inc.  Schwartau  knows:  Last  , 
Mitnick  hacked  into  his  Well  accoui 

The  Well  was  lucky.  Credit-card  i  Eers 
bers  and  subscribei"s'  personal  data  ^ 
stored,  unprotected,  on  a  main  se) 
But  Mitnick  did  not  tamper  wit 
NetCom,  a  San  Jose  (Calif.)  com] 


ipoi 
Etiy 


TP 


Protecting 
your  Assets 
on  the  Net 


FIREWALLS 

Secured  gateways  that 
erect  a  wall  between 
private  networks  and 
the  Internet,  keeping 
unwanted  intruders  out. 


FILTERING  PROGRAMS 

Used  with  firewalls  to 
prevent  "spoofing,"  a  ploy 
to  gain  unauthorized  entry 
by  masquerading  as  a 
trusted  system. 


ENCRYPTION 

A  method  of  scraml 
messages  such  as  E 
or  credit-card  numl 
so  they  cannot  be  n 
cybersnoops. 
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Recent  break-ins  are  a  result  of  leaving  doors 
pen.  If  you  leave  the  bank  vault  open,  people 
re  going  to  walk  in  with  their  shopping  carts" 


at  sells  Internet  access,  wasn't  spared, 
itnick  was  able  to  steal  some  20,000 
edit-card  numbers  that  he  later 
ished  on  a  Well  account. 
What  can  be  done  to  safeguai'd  com- 
ters  connected  to  the  Net?  One  of  the 
)st  basic  steps  a  company  can  take  is 
erect  barriers,  called  firewalls,  be- 
een  internal  networks  and  the  Inter- 
t.  Firewalls  are  dedicated  computers 
ining  programs  that  screen  incoming 
ffic  so  only  "trusted"  computers  can 
R  entry.  Firewall  programs  are  avail- 
e — at  prices  ranging  from  a  few  thou- 
id  dollars  to  several  thousand — from 
npanies  including  IBM,  Digital  Equip- 
nt,  and  Trusted  Jnformation  Systems, 
Jlenwood  (Md.)  startup.  After  Mit- 
k's  arrest,  The  Well  shut  down  for 
)  days  to  bolster  security.  One  step: 
vTng  subscribers'  credit-card  informa- 
1  behind  a  firewall, 
•"irewalls,  by  themselves,  are  not 
ipletely  hacker-proof.  Mitnick,  for  in- 
ice,  used  a  technique  known  as  pro- 
)1  spoofing  to  fool  otherwise  secure 
iputers  into  thinking  he  was  an  au- 
Tzed  user.  By  probing  a  remote  com- 
er, a  hacker  can  glean  information 
ut  other  trusted  computers.  Then, 
hacker  masquerades  as  a  ti-usted 
iputer  to  gain  access,  copy  files,  and 
a  take  control  of  a  system. 
■  lOF-PROOF.  To  crack  down  on  spoof- 
software  makers  are  designing  "fil- 
"  to  guard  against  such  tricks.  Fil- 
can  make  sure  that  a  message  that 
sars  to  come  from  a  trasted  system 
m  internal  network  did  not  actually 
inate  elsewhere.  Filters  also  can 
k  unauthorized  outgoing  messages, 
•  a  hacker  manages  to  seize  control 
system  he  can't  move  on  to  other 
rorks. 

irewalls  and  filters  can  defend  youi* 
fork,  but  they  do  nothing  to  pro- 
information  when  it  leaves  your 
puters  to  travel  across  the  Inter- 
To  safeguard  credit-card  informa- 
E-mail  messages,  or  other  sensitive 
,  encryption  is  the  best  bet.  The 
.  populai-  type  of  enciyption  is  pub- 


ITICATION 

les  to  ensure  that 
er  of  a  message  is 
aims  to  be.  One 
V.  One-time  pass- 
at  can't  be  reused. 


PERSONNEL  POLICIES 

The  best  defenses  are 
screening  technical  hires 
and  training  employees  to 
protect  passwords  and 
confidential  data. 


Uc  key,  which  uses  software  "keys"  to 
scramble  and  unscramble  messages. 
Many  software  makers  Ucense  patented 
public-key  technology  from  rsa  Data 
Security  Inc.  as  the  basic  building  block 
for  security  systems. 

For  now,  however,  most  information 
sent  over  the  Net  is  unencryjDted  and 
therefore  vulnerable.  A  favorite  trick 
of  hackers  is  to  secretly  install  on  net- 
works programs  called  "packet  sniffers" 
that  record  the  contents  of  packets  of 
infomiation  as  they  cross  the  network. 
Packets  include  such  goodies  as  pass- 
words and  user  names,  which  can  then 
be  used  to  gain  entry  to  a  computer 
system  or  send  out  messages  under  an- 
other person's  name. 

One  way  to  foil  packet  sniffing  is  to 
use  one-time  passwords.  Since  they  are 
only  used  once,  if  a  password  is 
snatched  off  the  Net — or  exposed 
through  carelessness — it  cannot  be  used 
again  to  gain  access.  There  are  several 
methods  for  issuing  one-time  pass- 
words, including  password  generator 
cards  such  as  SecuriD,  which  is  sold 
by  Security  Dynamics.  SecuriD  works 
by  displaying  a  number  that  changes 
every  minute  based  on  a  predefined 
algorithm.  When  a  user  logs  on  to  the 
network,  the  server  asks  for  the  num- 
ber currently  displayed  on  the  card's 
screen  and  compares  that  with  the 
number  it  calculates  the  card  should 
be  displaying.  If  they  match — and  the 
user  also  provides  a  secret  pin  num- 
ber— he  is  allowed  to  sign  on. 

Formidable  technology,  to  be  sure. 
But  it's  humans,  not  machines,  that 
cause  the  most  damage.  "Ninety  per- 
cent of  what  we  did  was  not  thi'ough  a 
hole  in  the  system,"  says  Bruce  Fanch- 
er,  a  foiTner  hacker  who  now  rans  an 
Internet  software  company.  Hackers  do 
much  better  thi-ough  "social  engineer- 
ing," a  term  that  refers  to  all  the  scams 
they  use  to  cajole  passwords  and  other 
information  from  unwitting  employees. 
"You  need  a  lot  of  processes — some 
technical  and  some  administrative — to 
deal  with  the  people  problem,"  says  Vin- 
■■■■^^■■■■■i  cent  Cerf,  senior  vice- 
president  for  data  ar- 
chitecture at  MCI. 
"There  is  no  magic  in 
this."  Yes,  but  there 
are  plenty  of  tricks. 

By  Amy  Cmiese  in 
New  York,  with  bureau 
reports 
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LEADERS 


Final  •  Qosing  Values  as  of  2/1S/9S 


The  conclusion  of  the  Fidelity  J:iy  wins  the  Eagle  Vision  TSi 

Investment  Challenge  compe-  plus  the  *2.(KK)  in  cash, 
tition  was  February  10, 1995. 

Our  congratulations  to  all  of  Congratulations  all  who  play- 

you  who  enjoyed  this  event  ed  and  won.  Other  parlici- 

and  found  it  challenging  and  pants  win  cash.  Fidelity 

infomialive.  The  Grand  Prize  Online  Xpress  ^"  software 

winner  was  Jay  M.  Pliseo  of  and  Market  Master  l-shirts 

Cold  .Spnng.s  Harbor,  NY  with  for  their  performance.  Thank 

an  equity  value  of  $586,986,  you  lor  your  participation, 

 THE  TAP  :in  AMATEUR  IMVPSMS 

Rank  Investor  City.  Stale  Equity  Value 

1  JayPlisco  Cold  Spring  Harbor,  NY  $586,986 

2  Richard  Barron  Rocl(ville,MD  $414,184 

3  HentySodke  Austin.  TX  $412,642 

4  George  Mergennov  Longwood,  FL  $394,948 

5  Gregory  Spencer  Sarasota,  FL  $391,263 

6  Scott  Mottei  Bethlehem,  PA  $387,625 

7  MikeGiiledder  Morristown.NJ  $385,546 

8  David  Swanson  Glenview,  IL  $381,956 

9  MikeBecich  Wexford,  PA  $380,933 

10  Robin  Ashwortli  Covington.  KY  $378,337 

11  Stanley  Moore  Corvallls,OR  $376,670 

12  Pete  Elliott  Austin.  TX  $375,640 

13  Steven  Butler  Ronkonkoma.  NY  $371,302 

14  PhdIipZogran  Stuart,  FL  $368,214 

15  Raymond  A.  Olsen  Jr.  Ocean  Giove,  NJ  $364,240 

16  William  Ctaine  Clearwater  FL  $358,312 

17  EricBaird  New  York,  NY  $351,705 

18  Shirley  Lyter  Seattle.  WA  $351,595 

19  Robert  Kratz  New  Hyde  Park.  NY  $350,543 

20  Anatoly  Raklyat  Brooklyn.  NY  $350,113 

21  GarBernas  Frammgham.MA  $349,829 

22  David  Bradley  Asheville.NC  $347,758 

23  Aaron  Edelheit  Athens.  GA  $345,911 

24  AlanDenner  Orlando.  FL  $345,209 

25  Richard  Salmon  McLeansvdle.  WC  $345,095 

26  A.  Robert  Lawton  Wexford.  PA  $343,386 

27  William  Miller  Murfreeshoro.  TN  $343,036 

28  Pablo  Alvarez  Jr  Hialeab.FL  $339,398 

29  Jamie  Weiss  Portsmouth.  NH  $339,208 

30  Charles  Lechialo  West  Newton.  MA  $337,611 

THECOMPFTITION  UP  CLOSE 

Average  Portfolio  Value  $245,809 

Average  Percentage  Increase  -1.58% 

Average  Number  of  Trades  Used  49 

Portfolio  Value  of  the  lOOtb  Ranked  Account  $306,664 

The  Fidelity  Investment  Challenge  is  Sponsored  By 


Fidelity 


Investments 


With  Special  Thanks  To  Eagle 


The  Rdelily  Investmenl  Challenge 
IS  pioduced  S  managed  bv 


REPLiCA 


For  infotniation  on  upcoming  Rdelity  Challenges,  call 

1800  545.8808  Ext  57 
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Information  Processing 


PERSONAL  COMPUTERS 


irS  ALL  STARTING 
TO  COMPUTE  NOW 

A  retooled  CompUSA  has  cut  costs  and  begun  a  marketing  push 


A year  and  a  half  ago,  it  might  not 
have  been  such  a  good  idea  to  drive 
around  with  the  vanity  plates — CPU 
1 — that  James  F.  Halpin  has  on  his  Mer- 
cedes. CPU  is  the  stock  symbol  for  Comp- 
USA Inc.,  the  nation's  No.  1  computer 
superstore  chain,  which  by  mid-1993 
looked  like  another  PC  disaster  (chart). 
But  in  14  months  as  chief  executive,  Hal- 
pin  has  reversed  the  slide  and,  by  pui- 
chasing  shares  at  $7  and  $13  made  a 
tidy  .$1  million-plus  on  paper  as  the  stock 
vaulted  to  its  current  $18.75.  "While 
everyone  was  writing  our  obituaries,  we 
were  fixing  the  company,"  he  brags. 

Such  a  recoveiy  is  remarkable  in  an 
industiy  famous  for  razor-thin  margins. 
So,  can  it  last?  "This  tumaround  is  for 
real,"  insists  Dennis  C.  Van  Zelfden  of 
Dallas  stockbrokers  Rauscher  Pierce 
Refsnes  Inc.  Record  Christmas  sales 
helped  the  chain  earn  $9.7  million  in  the 
fourth  quarter,  beating  all  Wall  Street 
estimates.  And  with  January  looking 
stronger  than  December,  Van  Zelfden 
expects  sales  to  jump  ;i3%,  to  $2.8  billion, 
in  the  fiscal  year  ending  June  30.  Eam- 
ings,  despite  a  seasonal  dip  in  the  June 
quarter,  will  hit  $1.5  5  million  vs.  a  $10.2 
million  loss  la.st  yeai',  he  says. 

The  Halpin  method  is  simple:  He  ap- 
plies the  lessons  from  a  career  at  retail- 


ed such  as  Zayre  Coi-p.  and  bj's  Whole- 
sale Club  to  the  PC  business.  "I've  been 
nanning  low-margin  businesses  all  my 
life,  so  these  margins  seem  high,"  he 
says.  Halpin,  43,  has  brought  in  like- 
minded  executives,  including  Chief  Oper- 
ating Officer  Hal  F.  Compton,  who  has 
known  the  boss  since  both  were  loading 
deliveiy  tiTicks  at  Zayi'e 
in  the  1970s. 

Halpin  quickly  scaled 
back  the  ambitious  plans 
of  CEO  Nathan  Morton. 
He  halted  a  costly  over- 
seas foray,  cut  costs,  and 
pumped  up  per-store 
sales.  One  key  move:  a 
centralized  procurement 
setup  that  cut  inventoiy 
turns  to  10.5  days  from 
14  days.  "The  controls 
seem  to  be  in  place," 
says  Rod  C.  Keller,  di- 
rector of  consumer  mai- 
keting  for  Digital  Equip- 
ment Corp.  "They're 
more  of  a  seasoned  re- 
tailer than  they  were." 
The  bottom  line:  Gross 
margins  are  holding  at 
around  12% — well  with- 
in industry  nonns. 
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The  other  big  change  was  to  slsr 
down  the  exjjansion  plan  that  got  Morn 
in  trouble  and  led  to  his  ouster.  In  fisaJ 
1994,  the  chain  added  28  stores.  T'^ 
year,  the  total  is  eight.  "All  the  old  >- 
gime  cared  about  was  more  stores  i|d 
more  sales,"  says  Merchandising  Exe^- 
tive  Vice-President  Lany  N.  Mondnfa 
sui-vivor  of  the  old  team.  "All  the  r^- 
team  cares  about  is  profits." 
UNDER  SIEGE.  That's  fine  so  long  is 
CompUSA  is  No.  1 — and  can  commac 
the  best  teiTns  fi-om  suppliers.  But  aili 
rival  Tandy  Coi']^.  is  adding  24  Compuji 
City  stores  this  year  and  next,  i; 
mid-1996,  the  chains  will  be  neck-aj 
neck  vdth  100-plus  outlets.  Tandy,  wl:) 
has  $206  million  in  cash  and  could  nsi 
$600  million  through  asset  sales,  acctd 
ing  to  Van  Zelfden,  may  have  the  fuetc 
pass  CompUSA,  which  has  $100  mibi 
on  hand.  "It  wouldn't  surprise  m^  i 
CompUSA  is  the  No.  2  computer  su]* 
store  two  years  ft-om  now,"  says  D* 
que.st  Inc.  analyst  Van  Baker  Woi"se,hi 
PC  superstoi'e  concept  is  under  assil 
fi'om  electronics  chains  such  as  Best  p; 
Co.  and  Circuit  City  Stores  Inc.  Btfe 
expects  PC  sales  at  tie 
stores  to  gi'ow  12.5'!; 
year  vs.  9.8%  for  stite 
like  CompUSA.  ^ 

That's  wher-e  a 
marketing  thrust  coie 
in.  To  I'each  fu'st-tim.e  buyers,  Comi  h 
now  places  cir-culars  in  Sunday  pa  ;t 
I'ather  than  ads  on  the  business 
In  August,  it  launched  a  consumer-fiiK 
ly  forTnat  in  several  stores.  It  includs 
CompKids  area  for  playing  with  "i\ 
tainment"  titles  while  parents  try  : 
of  400  progr-ams  or-  watch  technology  :!i 
mos.  "I  want  it  to  :• 
place  people  come  e  n 
weekend  to  see  w  ii 
new,"  says  Mondry. 

So  far,  so  good. 
Dallas  store  bankC' 
million  during  its  til 
day  opening,  equivij 
to  about  triple  the  c 
wide  aver-age.  But 
competition  looms. 
Buy  viath  35%.  of 
from  PCS,  is  buil 
"Concept  III"  store 
fering  2,000  softwa^ 
ties  and  5  PC  br; 
just  like  CompUSA, 
pin  has  his  own  i 
including  beefing  uf 
por-ate  sales.  He'll 
them  if  wants  to 
his  Mercedes  out  a 
By  Peter  Bw 
in  L 


INNOVATOR: 

Halpin  at 
CompKids 
in  Dallas 
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Some  day,  one  of  us  may  need  the  latest  medical  information. 


Robust  and  carefree  today,  we  seldom  think  about  the  time 
when  we  or  a  loved  one  will  face  a  health  problem. 
When  that  day  comes,  you  can  be  among  the  "healthinking" 
Americans  who  phone  Medical  Information  Service  to  learn  the 
latest  on  any  medical  subject. 

We  talk  with  you  to  identify  your  health  issue.  Then  we  access 
our  computer  databases,  including  the  National  Library  of 
Medicine's  "Medline."  From  more  than  5,000  medical  articles 
that  are  written  every  day  in  3,500  journals,  everything  about 
your  subject  is  selected.  For  a  nominal  charge,  our  summaries 
and  references  go  into  a  report,  mailed  to  you  within  24  hours. 


Current,  unbiased  and  accessible,  it's  your  own  second  opinion, 
from  the  wodd's  experts. 

This  is  the  Information  Age.  And  it's  also  a  time  for  economical, 
intelligent  health  care.  So  phone  Medical  Information  Service  to 
help  you  make  a  more  informed  decision  about  your  health,  or 
the  health  of  your  child,  spouse,  parent,  friend,  employee.  Or 
call  just  for  more  about  us,  so 
you'll  have  Medical  Information  MEDICAL 
Service  on  file  for  the  day  you  INFORMATION 
need  that  intellectual  control  of  3  E  RV  ICE 
some  health  problem. 


''  Medical  Inlormation  Service  is  a  part  of  the  Palo  Alto  Medical  Foundation,  a  non-profit  organization  founded  60  years  ago,  dedicated  to  medical  research,  education  and  patient  care,     PHONE  1-800-999-1999 
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Your  sales  manager  say^ 
"Quit  advertising  and 
give  me  more  people." 


Go  akead.  But  remeniLer,  tkere's 
not  a  sales  rorce  on  ea  rtk  tliat  can  call 
on  everyone. 

In  large  or  geograpkically  dispersed 
ma  rkets,  it's  virtually  impossible  to 
locate,  let  alone  call  on,  all  prospects. 
Even  witliin  a  single  large  company, 
it  s  tougk  to  reac  kail  potential  kuyers 
o^  your  product.  And  witk  a  sales  call 
costing  nearly  $300  today,  it  s  certainly 
not  cost-efficient. 

But  advertising  kelps  rind  wou  Id-ke 
purckasers  and  gets  tkem  to  identify  tkem- 
elves.  A  recent  study  ky  tke  Advertising 
Researck  Foundation  and  tke  Ainerican 
Business  Press  proves  tkat  advertising  translates 
directly  into  sales  leads.  During  a  12-montk 
campaign,  a  product  advertised  at  low  levels 
receive  d3.25  inquiries  per  tkousand.  Wken 
advertised  at  kigk  levels,  inquiries  reacked 
5.76  per  tkousand. 

Advertising  gets  your  company's 
message  m  tron  t  of  new,  interested 
prospects.  Discontinue  advertising  and 
you  lose  all  communication  witk  tkem. 
Don't  ke  sold  on  suck  a  dangerous 
act.  For  more  information  on  kow  advertising 
reackes  tke  prospects  you  need,  write  tke 
AjTierican  Association  of  Advertising  Agencies, 
Dept.  Z,  666  Tkird  Ave.,  New  York,  NY 

10017-4056. 
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)evelopments  to  Watch 


ITED  BY  OTIS  PORT 


lADSIDE 
SISTANCE  BY 
TELLITE  

lOIC  TALES  OF  MOTORISTS 

)  have  an  accident  on  a  re- 
e  countiy  road  and  sur- 
i  for  days  before  being- 
id  may  be  dramas  fit  foi- 
lywood.  But  TRW  Inc.  fig- 
i  most  diivei-s  would  rath- 
lot  tempt  fate.  So  the 
'eland  company  has  devel- 
I  Mayday,  a  system  that 
ades  the  safety  of 
iside  emergency 
les  on  even  the 
liest  byways, 
'iggered  by 
release  of  an 
'Eg  or  a  special 
ti   sensor,  the 
day  system's  ra- 
ransmitter  would 
matically  spring 
action.  It  would 
an  S.O.S.  to  a  sat- 
,  which  would  pin- 
.  the  source  of  the 
,1  and  then  relay  that  lo- 
1  to  the  highway  patrol 
her  emergency-response 
cy.  In  case  of  a  back- 
s  breakdown,  drivers 
could  manually  send  a 
•ent  signal  to  summon 
a  tow  truck,  trw  esti- 
3  the  system  will  cost 
$400.  Look  for  the  fo-st 
to  show  up  as  options 
98-model  cars. 


AT  LAST.  A  GREEN  UWN  MOWER  

THE  GRASS  WILL  SOON  BE  GREEN  AGAIN  IN  THE  SNOW 

Belt,  and  homeowners  will  be  heading  for  their  lawn 
mowers.  On  any  given  spring  weekend,  50  million 
Americans  will  crank  up  gasoline-powered  mowers. 

The  little  engines  are  a  lot  dirtier  than  their  big 
cousins  in  cars.  In  fact,  a  home  lawn  mower  can  spew 
out  as  much  pollution  in  a  half  hour  as  an  automobile 
does  in  four  to  five  hours.  The  Environmental  Protec- 
tion Agency  estimates  that  20%  of  all  air  pollution 
comes  from  lawn  mowers  and  garden  equipment. 

That's  why  the  agency 
wants  new  lawn  mowei's 
to  be  fitted  with  pollu- 
tion-control systems, 
which  may  cost  up- 
wards of  $100. 

Come  April, 
though,  homeowners 
can  i-etire  theii-  gas- 
guzzlers  and  tend 
their  lawns  with  a 
clear  conscience — by 
using  the  Solar  Mower. 
Developed  by  Solar 
Power  International 
Inc.  in  Bloomfield  Hills, 
Mich.,  this  cordless  elec- 
tric mower  draws  its  enei'gy 
t  iDin  the  sun.  A  canopy  of  solar  cells 
charges  a  batteiy  that  powers  the  mower  for  at  least 
90  minutes  even  while  chomping  six-inch-tall  grass. 

Afterward,  the  Solar  Mower  needs  to  soak  up  sever- 
al hours  of  sunshine  to  regain  its  vigor,  although  it  will 
charge  up  faster  if  plugged  into  a  wall  outlet.  You'll 
pay  to  help  trim  air  pollution,  though:  The  Solar  Mow- 
er will  cost  $900,  or  roughly  $150  more  than  top-of-the 
line  gasoline  models.  By  midyear,  the  company  hopes 
to  unveil  a  solar  garden  tractor  as  well. 


WHAT  S  WHITE, 
BRIGHT,  AND 
PAPER-THIN? 

FOR  LOTS  OF  APPLICATIONS, 

from  the  backlights  in  lap- 
top screens  to  lighting  sys- 
tems in  airplanes,  a  lamp  can 
never  be  too  bright  or  too 
thin.  That's  why  scientists 
are  experimenting  with  flat 
panels  made  from  ultrathin 
layers  of  unusual  organic  ma- 
terials that  light  up  when 
jolted  with  electricity.  They 
have  built  devices  that  emit 
a  variety  of  colors,  but  for 
many  uses,  there's  nothing 
like  white  light — and  no  one 
organic  material  offers  the 
proper  snowy  hue. 

Now,  researchers  at 
Yamagata  University  in  Ja- 
pan may  have  found  a  solu- 
tion. In  work  described  in 
the  Mar.  3  Science,  a  team 
led  by  materials  scientist 
Junji  Kido  fashioned  electro- 
luminescent panels  from 
three  layers  of  such  materi- 
als. One  layer  produces 
green  light,  the  second  red, 
and  the  third  blue.  Com- 
bined, the  result  is  a  power- 
ful white  light,  22  times  as 
bright  as  a  typical  computer 
monitor.  Kido  suggests  that 
with  a  few  refinements,  the 
output  of  the  paper-thin  de- 
vice could  even  match  fluo- 
rescent bulbs. 


lEURAL  NET  TO  SNAG  BREAST  GANGER 


GHLY  1  IN  8  AMERICAN 

nen  will  develop  breast 
ler — and  for  1  in  28,  it 
prove  fatal,  according 
he  National  Cancer  In- 
ite.  Patients  have  an 
chance  of  surviving  the 
:  five  years  if  the  cancer 
5tected  early — but 
's  easier  said  than  done, 
adiologists  have  to 
r  X-rays  for  tiny  white 
kles  pi-oduced  by  cal- 
i  deposits,  but  not  all  of 
1  indicate  cancer.  As  a 
It,  small  cancers  often 


escape  detection,  and  many 
benign  lumps  are  removed 
needlessly. 

Researchers  led  by  Rob- 
ert M.  Nishikawa,  an  assist- 
ant professor  of  radiology 
at  the  University  of  Chica- 
go, have  developed  a  com- 
puter system  that  promises 
to  fine-tune  the  diagnostic 
process.  The  computer  runs 
a  so-called  neural-network 
program  that  has  leai'ned  to 
recognize  the  danger  signs 
in  mammograms. 

When  Nishikawa  fed  it 


ill!  1  !  1  I  '  , 


tins 


the  X-rays  fi-om  100  patient 
histories,  the  neural  net- 
work correctly  spotted  all 
19  malignant  tumors,  and  it 
identified  26  of  the  35  pa- 
tients diagnosed  as  having 
benign  tumors.  That  perfor- 
mance is  better  than  most 
doctors'.  Now,  Nishikawa  is 
using  the  system  to  double- 
check  new  mammograms. 
Among  the  573  screenings 
to  date,  the  computer  twice 
found  worrisome  calcium 
deposits  overlooked  by  the 
doctors.  R2  Technology  Inc. 
in  Mountain  View,  Calif., 
has  licensed  the  technology. 


BUSINESS  WEEK  /  MARCH  13    1995  95 


Science  &  Technology 


POLICY 


VOODOO 
REGULATION? 

The  benefits  of  GOP  risk  standards  may  be  illusory 


How  much  is  a  human  life  worth? 
How  do  we  weigh  the  risks  to 
health  and  safety  against  the 
benefits  of  a  particular  chemical 
or  device?  The  answer,  as  it  stands 
now,  depends  on  how  that  life  is  at 
risk:  Federal  regulations  force  industiy 
to  spend  roughly  $10  million  for  eveiy 
life  saved  to  control  small  amounts  of 
benzene  in  the  air.  Yet  the  government 
refuses  to  spend  $10,000  per  life 
saved — to  sci'een  women  for  breast  and 
cervical  cancer.  It  is  a  regulatory  sys- 
tem, says  John  D.  Graham,  head  of  the 
Center  for  Risk  — — — — — 
Analysis  at  Harvard 
University,  based  on 
worst-case  scenarios, 
unrealistic  standards, 
and  cockeyed  prior- 
ities. "This  country," 
says  Graham,  "is 
paranoid  and  ne- 
glectful about  risk  at 
the  same  time." 

The  Republican-led 
CongTess  says  it  has 
the  answer  for  those 
fed  up  with  the  stat- 
us quo  in  environ- 
mental, health,  and 


billion  a  year.  Congress  is  considering 
landmark  legislation  that  would  force 
regulatoiy  agencies  to  use  so-called  risk 
assessment  (ra)  to  measure  the  danger 
of  any  threat  to  health,  safety,  or  the 
environment  before  they  impose  new 
regulations.  The  House  bill,  scheduled 
for  a  vote  in  Mai'ch,  would  require  agen- 
cies to  weigh  the  costs  of  regulation 
against  the  benefits  for  any  proposed 
rules  that  cost  more  than  $25  million 
to  impose.  Supporters  hail  the  House 
bill  and  similar  legislation  in  the  Senate 
as  an  end  to  an  era  of  iiTational  regula- 


tion that  imposes  an  unfair  bi 
industiy.  "This  is  our  effort  to  getj 
regulatory  process  under  control,"  [ 
Dana  Rohrabacher  (R-Calif.). 
NO  PANACEA.  Critics,  however, 
that  the  House  bill  in  its  current  foJ 
lilvely  to  make  mattei-s  woi-se.  Oppod 
contend  that  industiy  would  be  hit| 
costly  new  testing  requirements, 
al  agencies  would  be  forced  into  tah 
one-size-fits-all  approach  to  regul^ 
which  wall  increase  inflexibility,  saj 
ics.  In  addition,  a  peer  and  judici^ 
view  process,  wliich  wall  give  all 
the  opportunity  to  reject  proposed 
lations,  is  likely  to  increase  litigd 
fuither  slow  down  lule-making,  and  [ 
more  key  decisions  to  the  courts, 
case,  says  Thomas  0.  McGarity, 
professor  at  Univei'sity  of  Texas 
of  Law,  the  bill  would  have  the 
tended  consequence  of  repealing  cv 
laws  "through  the  back  door  by  ml 
it  impossible  for  the  agencies . . .  | 
theii"  jobs."  It  may  not  be  so  unint^ 
Republicans  such  as  Representative 
eit  S.  Walker  (R-Pa.)  say  they  wc 
mind  if  agencies  issued  fewer  regul^ 
Even  business  leaders,  who  si 
the  bill  publicly,! 


THE  RISKS  OF  RISK  ASSESSMENT 

Congress  is  set  to  mandate  that  government  agencies  assess  the  risks  and 
cost-benefit  of  all  regu  lations  that  cost  more  than  $25  millioyi.  hi  theory 
it's  a  good  idea,  but  neither  the  proposed  bill  nor  risk  assessment  itself 
can  guarantee  better  regulation.  Here's  why: 

LACK  OF  DATA  In  many  instances,  scientists  and  economists  lack  suffi- 
cient data  to  perform  the  analyses  required 

FLAWED  METHODS  Methods  are  deficient  when  it  comes  to  assessing 
risk  to  ecosystems,  determining  whether  chemicals  cause  cancer,  and 
comparing  very  different  risks  to  one  another 

UNINTENDED  CONSEQUENCES  By  requiring  such  steps  as  judicial  re- 
view, the  legislation  would  lead  to  more  litigation,  pose  new  burdens  on 


cond 


papl 


industry  to  gather  data,  and  likely  produce  more  regulatory  gridlock 


private 
Says  one 
dustiy  ceo:  "T 
doesn't  get  t 
root  of  the  reg 
ry  problem" — ^1 
tion  over  the 
flexibility  to 
regulations  an 
adversarial,  lit 
natui'e  of  the  p: 
Indeed,  exec 
say  an  ill-cons; 
risk-assessmer 
would  threate 
priorities  for 


safety  rules,  which   toiy  reform 


iatei 
for  r 
•m — 


now  cost  some  $500 


fives   for  po 
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3     ^  ^ 


40  ^0  So  , 


egal  s  all-nevi^.;'^'  i' 
nterior  is  an  ^ 
)ut-ancl-out  pleasure. 

Run  your  eyes  over  the  thoroughly  updated 
strument  panel  and  you  immediately  sense 
change  of  major  proportions.  The  total  * 
mfort  you're  experiencing  is  the  result  of 
tally  redesigned  seating.  Equipped  with 
lal  air  bags,  the  1995  Regal  Sedan  stops        ^  ^ 
jiothing  to  please  driver  and  passenger  * 
ke.  To  learn  more,  call  1-800-4A-BUICK.  * 


BllICK' 

^  New  Symbol  For  Quality 
In  America. 
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prevention,  more  cooperation  between 
government  and  industiy,  and  moi'e  pi'e- 
(lictable  and  consistent  regulations. 

Perhaps  most  troubling,  the  process 
of  lisk  assessment  itself  has  shortcom- 
ings, which  make  it  no  panacea  for  regu- 
latoiy  discontent.  Scientists  are  unable 
to  gauge  with  any  precision  the  risk  of 
cancel-  to  people  ft-om  exposures  to  low 
doses  of  toxic  chemicals,  let  alone  put  a 
pi-ecise  dollar  figure  on  the  benefits  and 
costs  of  reducing  such  exposures.  By  fo- 
cusing almost  exclusively  on  dollar  costs, 
the  House  bill  tends  to  make  RA  synony- 
mous with  quantitative  data,  says  Gil- 
bert S.  Omenn,  dean  of  the  School  of 
Public  Health  at  the  Univer-sity  of  Wash- 
ington. But  the  qualitative  aspects,  such 
as  desciibing  the  hazai'ds  of  cleanup,  can 
be  just  as  imj^oitant,  he  argues.  RA  and 
cost-benefit  methods  also  have  difficulty 
accounting  for  the  impact  on  the  natm'al 
environment  and  gauging  the  value  of 
the  continued  existence  of  plants,  ani- 
mals, and  natm'al  amenities  such  as  clean 
water.  That  makes  i-eliable  estimates  of 
the  nsk  of  ecosystem  damage  fi'om  global 


wanning,  ozone  depletion,  or  ocean  pollu- 
tion hard  to  quantify. 

These  shoitcomings  are  exacei'bated 
because  risk  assessments  of  the  same 
problem  can  begin  with  different  assum{> 
tions.  The  upshot?  A  degree  of  unceitiiin- 
ty  that  can  vaiy  more  than  a  hundred- 
fold and  yield  conflicting  results. 
Although  the  House  bill  calls  foi-  disclos- 
ing the  unceitainties  and  reconciling  con- 
flicts by  coming  up  with  "best"  estimates 
of  lisk,  "there  is  no  methodology  for  an- 
alyzing those  uncertainties,"  says  Dr. 
Bernard  D.  Goldstein,  director  of  the 
Environmental  &  Occupational  Health 
Sciences  Institute  at  the  Robert  Wood 
Johnson  Medical  School  in  Piscataway, 
N.J.  The  result:  endless  wi'angUng  about 
the  size  of  the  uncertainties. 
ROLLBACK  FEVER.  Yet  for  all  the  vagar- 
ies of  KA,  experts  such  iis  Htuvai'd's  Gra- 
ham want  to  see  it  mandated  foi-  new 
regulations.  "We  need  a  bill  if  we  waiit  to 
impi'ove  lisk  assessment,"  he  argues.  "It 
will  force  the  bm'eaucracy  and  piivate 
sector  to  improve  the  process."  Some  ex- 
perts favor  fixing  the  legislation  by  using 


cost-effectiveness  as  a  standard, 
forcing  regulators  to  find  least-costlj 
ternatives — not  just  a  single  option 
with  cost-benefit.  Other's  would  limit 
view  I'equir-ements  and  mandate  ra 
when  rules  cost  more  than  .$100  mill 

Such  changes  ai'e  unlikely.  EaiT 
this  year,  opponents  hoped  that  Se^ 
Republicans  would  push  for  a  more 
per-ate  bill.  But  the  new  GOP  leader] 
is  now  maneuvering  to  bypass  model 
members  such  as  John  H.  Chafeel 
R.  I.),  r'aising  fear's  that  a  mor-e  extrl 
version  wifl  pi'evail.  "We  are  goini 
r'oll  back  r-egulations,"  promises  Sej 
Majority  Leader'  Bob  Dole  (R-Kan.[ 

That's  just  what  some  in  indu| 
fear'.  "If  we  roll  back  regulation," 
Frank  R.  Popoff,  chairman  of  1 
Chemical  Co.,  "inevitably  the  pendi 
will  one  day  swing  dr'amatically  ba( 
the  other-  dir-ection."  The  question 
bill's  supportei-s  must  ask  themselv( 
that  a  risk  worth  taking? 

By  Emily  T.  Smith  in  New  \ 
ivith  John  Carey  and  Mary  Beth  R 
in  Washington 


SO  MANY  CHEMICALS.  SO  FEW  ANSWERS 


In  its  r-ush  to  base  all  i-egulations 
on  risk  assessment,  Congi'ess  is 
for'getting  the  method's  du'ty  little 
secr'et:  It  doesn't  give  very  good  an- 
swers. When  it  comes  to  the  crucial 
cjuestion  of  whether-  chemicals  cause 
cancer  in  people,  "I'm  not  sur'e  we've 
made  a  lot  of  pr-ogi-ess,"  says  risk 
consultant  Kenny  S.  Crump  of  ICF 
Kaiser  in  Ruston,  La. 

This  doesn't  mean  science  has 
been  standing  still.  "Ther-e  has  been 
an  explosion  of  infoi-mation  on  the 
mechanisms  by  which  chemicals 
cause  cancer,"  says  Dr.  John  Whys- 
ner  of  the  American  Health  Founda- 
tion in  Valhalla,  N.  Y.  But  the  new 
r-esearch  hasn't  tr-anslated  into  great- 
er certainty. 

MASSIVE  ZAPS.  Witness  dioxin.  "De- 
s})ite  the  fact  that  it  has  been  stud- 
ied to  death,  we  still  can't  agree  on 
how  it  acts  or  what  it  does,"  says 
Gail  Char'nley,  executive  director'  of 
the  President's  Commission  on  Risk 
Assessment  &  Risk  Management. 
For  other  substances  such  as  sac- 
charin, assessments  of  carcinogenic 
potency  differ  by  moi'e  than  1  bil- 
lion— har'dly  a  solid  foundation  for 
r-egulation. 

The  problem  is  the  immense  diffi- 


culty of  linking  chemicals  with  cancer- 
or  with  other  medical  pr'oblems.  With 
a  few  r-are  exceptions,  Americans  en- 
counter such  low  levels  of  har-mful 
substances  that  human  studies  can- 
not spot  any  connection.  That's  why 
toxicologi.sts  turn  to  animals.  But 
thousands  of  r-ats  and  mice  must  be 
tested  to  spot  risks  posed  by  typical 


SMELLING  A  RAT 


Many  substances  that  cause 
cancer  in  rodents  don't  harm 
humans-and  \ace  versa 

low-level  exposures.  So  in  the  mid- 
1970s,  scientists  developed  a  method 
of  zapping  r'odents  with  huge  doses. 

Such  tests  are  of  questionable  rel- 
evance, however'.  Many  rat  carcino- 
gens don't  cause  cancer  in  humans, 
and  vice  versa.  What's  more,  what 
happens  at  massive  doses  often  pro- 
vides little  guide  to  the  effects  of 
small  exposur'es. 


Indeed,  as  i-esearchers  pr-obe  th 
actual  pathways  of  chemicals  thr-ouj 
the  body,  they  are  discovering  how 
flawed  the  estimates  derived  from 
massive-dose  tests  can  be.  The  bod 
appears  able  to  pr'otect  itself  even 
against  some  substances,  such  as 
for'maldehyde,  that  dir-ectly  damag 
DNA.  And  for-  hundr-eds  of  other 
chemicals,  low  doses  fail  to  trigger' 
the  har-mful  mechanisms  found  at  t 
higher  doses.  In  fact,  because  dioxi 
^^^ji;.^      prompts  cells  t 
make  a  protective 
enzyme,  the  substance  ma 
actually  exert  an  anticancer'  effect 
small  doses,  some  scientists  sugges 

Unfortunately,  the  new  studies 
won't  pi'ovide  conclusive  answers  f 
year's  to  come — if  ever.  Not  only 
would  ferr'eting  out  mechanisms  of 
action  for  thousands  of  chemicals 
cost  more  than  agencies  can  affoi-d 
but  also  there's  no  guar-antee  that 
each  substance  may  not  still  be  ac 
ing  by  an  undiscover'ed,  mor-e  harn 
ful  pathway.  The  inescapable  concl 
sion:  Science  is  decades  away  from 
being  able  to  pinpoint  the  hazards 
the  thousands  of  chemicals  that  pe 
meate  our  envir-onment. 

By  John  Carey  in  Washing 
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fou  don't  know  where  your 
ext  office  will  open  up.  You 
on't  know  where  your  next 
eal's  going  to  be.  You  don't 
now  where  in  the  world 
ou'll  have  to  be  tomorrow. 


Sports  Business 

ALPINE  SKIING 

GOING  TO  EHREMES- 

TO  LURE  THE  HOT  DOGS  BACK 

Danger  is  a  flashy  new  business  for  slow-growth  resorts 

ing,  dogsledding,  extreme  skiing 
says  Michael  Berry,  nsaa  presidei 
It's  also  a  good  way  to  shangh 
skiers  from  rivals  and  lure  hot  do 
who  are  bored  with  gi-oomed  slojx 
There  are  no  hard  numbers  on  ( 
treme  skiere,  since  they  buy  the  saj 
tickets  and  ride  the  same  lifts 
downhillers  and  tjTos,  but  enrollme 
in  Ski  Schools  of  Asj^en's  cxtj-ci 
clinics  is  up         ovcv  a  y^ai- 
The  clinics  charge  $52  (plus  a.  lift  ti< 

et  of  up  to  ^V.))  to  take  skiei's  on  d; 
long  backcountry  (Expeditions.  Acr< 
the  mountains  at  Telluj-ide,  exlro) 

iS  lOUR  1.0MPMY  S  rERFORMAiNGE 

Up  To  Global  Speed? 


he  199b  Business  Week  Forum  of  Chief  Financial  Officers 

hiving  Superior  Global  Performance 

(day,  it's  the  CFO  who's  shaping  up,  sUmming  down,  and  improving  corporate  performance, 
in  Business  Week  and  the  chief  financial  officers  of  the  world's  most  prestigious  corporations 
r  face-to-face  interaction  and  discussion  on  how  today's  CFOs  are  preparing  their  companies 
global  competition. 

ay  3-6, 1995  In  association  with: 

Costa  Resort  &  Spa  American  hiternational  Group,  Inc. 

in  Diego,  CA 
the  America's  Cup  '95  Challenge 

atured  Keynote  Speaker: 

rry  King 

)st  of  CNN's  Larry  King  Live 


itl't  miss  this  important  industry  gathering.  For  registration  information, 
me  call  Julie  Terranova,  phone:  (212)  512-3113,  fax:  (212)  512-6281. 
alified  conference  delegates  are  CFOs  of  the  world's  largest  corporations. 


AT&T  Capital  Corporation 
Credit  Suisse/CS  First  Boston 

IBM 

KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson 
SAP  America,  Inc. 
Volvo  Cars  of  North  America 

With  support  from: 

The  State  of  Iowa 
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EDITED  BY  AMY  DUNKIN 


A  CYBERFEST 

FOR  CILTIRE  LOVERS 


Like  most  patrons  of 
fine-art  museums,  I 
was  passing  from  one 
room  of  masterpieces  to  an- 
other, pausing  at  regular 
intervals  to  admire  the  woi-ks 
that  most  captivated  me.  In 
one  private  collection  of  post- 
Impressionist  paintings,  I 
stopped  to  appreciate  The 
Music  Lesson  by  Henri  Ma- 
tisse. I  moved  in  close,  then 
reti'eated,  to  view  the  paint- 
ing from  different  perspec- 
tives. A  helpful  guide  pointed 
out  that  this  was  the  artist's 
1917  vision  of  domestic  har- 
mony, one  of  only  two  por- 
traits of  his  family. 

Such  a  wondrous  after- 
noon— and  I  never  set  foot 
in  a  museum.  Instead,  I  stud- 
ied the  pieces  on  A  Passio?^ 
for  Aii,  a  new  CD-ROM  from 
Corbis  Publishing,  which  is 
owned  by  Microsoft  Chair- 
man Bill  Gates. 

Wliether  viewing  multime- 
dia compact  disks  or  sui-fing 
the  virtual  museums  of  the 
Internet,  art  and  music  lovers 
can  sample  high  culture  on 
their  computer  screens.  In- 
stitutions ranging  from  the 
Andy  Warhol  Museum  in 
Pittsburgh  to  the  Museum  of 
Paleontology  at  the  Univer- 
sity of  Califoi'nia  at  Berkeley 
display  portions  of  their  col- 
lections on  the  World  Wide 
Web,  a  part  of  the  Internet. 
Others  are  presenting  bodies 
of  work  on  CD-ROMs.  One  ex- 
ample: the  Italian  Metamor- 
phosis exhibit  shown  at  the 
Solomon  R.  Guggenheim  Mu- 
seum in  New  York.  At  the 
same  time,  devotees  of  Bee- 
thoven and  Mozart — or  the 
Beatles — can  revel  in  compo- 
sitions on  CD-ROM  while  learn- 
ing more  about  the  periods 
in  which  the  composers  lived. 

Computer  culture  is  no 
substitute  for  a  visit  to  a  gal- 


leiy  or  concert  hall,  of  coui'se. 
Multimedia  disks,  like  art 
books,  cannot  reveal  all  the 
nuances  that  make  a  paint- 
ing compelling,  especially  if 
the  woi'ks  are  displayed  with 
limited  colors  and  poor  reso- 
lution. But  the  right  inter- 
active disk  can  help  people 
appi'eciate  the  real  thing, 
though  it  helps  if  your 
computer  is  ecjuipped  with 
state-of-the-ait  sound  and 
video  components. 
VOICE  CLIPS.  For  now, 
CD-ROMS  are  easier  to 
use  than  the  Web,  espe- 
cially for  PC  neophytes. 
American    Visions,  from 
Eden  Interactive  and  Crea- 
tive Labs,  featui'es  splendid 
reproductions  of  some  200 
paintings  from  noted  20th 
centuiy  aitists  such  as  Geor- 
gia O'Keefe,  Jackson  Pollock, 
and  Mark  Rothko.  Based  on 
the  Roy  R.  Neuberger  Col- 
lection in  Purchase,  N.  Y.,  the 
disk  includes  moi'e  than  45 
videos  of  Neuberger  and  var- 
ious artists. 

It  figures  that  Bill  Gates,  a 
noted  collector  in  his  own 
light,  would  want  to  dominate 
computerized  culture  as  he 


^  V 
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COMPUTERS 


CD-ROMs  and  the  Net  can 
beam  up  Renoir-or  Ringo 


does  so  much  of  the  software 
industiy.  His  Corbis  cd-rom, 
distributed  by  Maxis,  lets  you 
explore  the  Baines  Founda- 
tion in  Merion,  Pa.  Click  on 
Matisses,  Cezannes,  and  Re- 
noii's,  and  zoom  in  for  a  closer 
view  of  the  biiishstrokes.  By 
sliding  the  mouse,  you  can  pan 
across  the  painting.  Some  330 


works  of  the  11,000-piece  col- 
lection are  included.  They  all 
offer  written  text  on  the 
painting  and  aitist,  some  with 
voice-over  commentary. 

The  Corbis  progTam  also 
lets  you  listen  to  audio  chps 
of  Dr.  Albert  C.  Barnes  or 
take  a  guided  tour  (the  fe- 
male nude,  the  dance)  with 


art  experts.  You 
can  browse  a  laby- 
rinth of  archives 
and  find  fascinating 
tidbits,  such  as  a 
1915  letter  in  which 
Barnes  explains  his 
decision  not  to  buy 
Renoir's  Sailor  Boy 
because  the  price  wa 
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high.  A  few  minor  tiaws: 
re  cU'e  no  videos,  and  you 
L  search  through  the  text 
he  disk. 

ates  has  also  put  out 
ig  titles  under  the  Micro- 
name.  Microsoft  Ad  Gul- 
featm-es  r-eproductions  of 
3  than  2,000  works  from 
Ion's  National  Gallery,  plus 
ts'  biographies.  You  can 
pictui'es  by  subject  (relig- 
imagery,  still  life)  or  by 
ing  on  a  historical  world 
.  In  the  "Beneath  the 
lish"  tour,  you  see  how 
paintings  as  The  Incre- 
iulity  of  St.  Thomas  were 

restored. 
,x      This  spring,  Voyag- 
SL     er  will  unveil  Star- 
ry Nighi,  a  disk 


Beloved  Immortals  on  CD-ROM 


that  delves  into  Vin- 
■an  Gogh's  famous  paint- 
^he  software  publisher 
!so  teamed  up  with  the 
nstitute  of  Chicago  on 
icoming  disk,  aimed  at 
.'ailed  With  Open  Eyes. 
NT  HELP.  Voyager  and 
soft  have  joined  forces 
eries  of  multimedia  mu- 
sks that  let  you  dissect 
or-ks  of  Beethoven,  Mo- 
and  Schubert.  As  you 
to  the  full  composi- 
-the  Ninth  Symphony, 
lant  Qumiet,  and  The 
Quintet — text  that  ex- 
the  selections  being 
\    scrolls    down  the 
.  The  CD  sound  is  su- 
-pr-ovided  you  have  de- 
oeaker-s.  By  clicking  on 
^'hted  words,  you  can 


A  PASSION  FOR  ART 

Corbis  Publishing,  $40-$50,  Windows 

MICROSOFT  ART  GALLERY 

Microsoft  $60,  Windows 

AMERICAN  VISIONS  Eden 
Interactive,  $60,  Windows,  Macintosh 

MULTIMEDIA  BEETHOVEN 
MOZART,  SCHUBERT 

Microsoft,  $60  each,  Windows 
Voyager,  $50-$60  each,  Mac 

WOODSTOCK  Time  Warner 
Interactive,  $20,  Windows,  Mac 

VIKING  OPERA  GUIDE 
ON  CD-ROM 

Viking  Penguin  $100,  Windows 


pause  the  text  and  music  for 
definitions  of  terminology. 

But  Viking  Opera  Guide 
on  CD-ROM  is  disappointing. 
It's  nice  to  hear  excer-pts 
from  the  operas  as  you  r-ead 
about  them,  but  the  gTaj^hics 
ai'e  r'udimentary  and  the  pr'o- 
gram  is  hard  to  use.  For  ex- 
ample, a  search  for  La  Bo- 
heme  yielded  a  citation  for 
Ruggero  Leoncavallo.  Since 
the  wor'ds  La  Boheme  are 
not  highlighted,  you  have  to 
pore  thr-ough  the  section  on 
Leoncavallo  before  dis- 
covering that  he  was 
writing  an  opera  similar 
to  Puccini's. 
People  craving  cultur-e  of  a 
more  moder-n  sort  might  Kke 
the  CD-ROM  version  of  the 
Beatles'  1964  movie,  A  Hard 
Days  Night.  Besides  the  un- 
cut version  of  the  film,  the 
Voyager  disk  contains  the 
tr'ailer;  original  script  (with  de- 
leted and  improvised  dia- 
logxie),  and  an  essay  on  the 
Fab  Four  by  critic  Bruce 
Eder.  Graphix  Zone  recently 
unveiled  a  cd-rom.  Bob  Dy- 
lan: Highway  61  biteractive, 
featiuing  Ijaics  and  liner-  notes 
fi-om  41  albums,  plus  some  r-e- 
cor'dings.  For-  countei'cultui'e 
buffs,  Time  Wanier-  Interac- 
tive's  Woodstock:  25th  Anni- 
versary CD-ROM  includes  video 
clips  of  artists  such  as  The 
Who,  Janis  Joplin,  and  Sly  & 
the  Family  Stone. 

Users    of   the  Internet 


Move  from  room  to  room  in  this  splendid  look  at  post- 
Impressionist  paintings  of  the  Barnes  Foundation. 

Features  more  than  2,000  works  from  London's  National 
Gallery.  Includes  thematic  guided  tours  and  bios  of  artists. 

20th  century  art  from  the  Roy  R.  Neuberger  Collection  including 
Pollock,  Avery,  Hesse,  and  Hopper.  Videos  of  artists  at  work. 

Dissect  Beethoven's  Ninth  Symphony,  Mozart's  Dissonant 
Quartet,  and  Schubert's  Trout  Quintet  as  you  listen  to  scores 
and  learn  music  terminology  and  structure. 

25th  Anniversary  disk  brings  back  video  performances  and 
interviews  from  the  famed  rockfest. 

Examines  some  800  composers  and  1,500  operas.  Adds 
music  and  narration  to  text,  but  has  rudimenta!7  graphics 
and  is  awkward  to  use.  Price  includes  1,305-page  book. 


quickly  leani  that  many  mu- 
seums approach  the  Infor-ma- 
tion  Age  with  a  mix  of  ex- 
citement and  ti-epidation.  It's 
simple  to  ser've  up  newslet- 
ters, catalogs,  and  some  art. 
But  museums  ar'e  gun-shy 
about  sharing  complete  col- 
lections with  cybervisitor's, 
partly  over  the  fear-  that 
their*  wor"ks  will  be  download- 
ed and  used  improperly  for- 
commercial  purposes.  That's 
why  images  on  the  Web  are 
"restricted  in  r'esolution  and 
the  number  of  colors,"  says 
Scott  Sayr-e,  dii"ector  of  tech- 
nology initiatives  at  the  Min- 
neapolis Institute  of  Arts, 
which  offer-s  more  than  150 
pages  of  infor'mation  on  the 
Internet. 

Nonetheless,  the  Michael 
C.  Carios  Museum  at  Emory 
University  offers  an  impres- 
sive online  collection.  By 
clicking  on  a  gallery  index — 
ancient  Americas,  classical 
Gr'eece  and  Rome — you  can 
view  wor'ks  such  as  Whistle 
in  the  Form  of  a  Crocodile,  a 
Costa  Rican  ceramic  ft'om 
200-500  A.  D. 

But  culture-seeking  on  the 
Web  can  be  daunting.  You'll 
need  graphical  Web  browser 
software,  such  as  Netscape 
Navigator'  or  the  pr-ogi-am  in- 
cluded on  Prodigy's  online 
service.  What's  more,  unless 
you  have  a  speedy  Interiiet 
connection,  you  may  be  able 
to  take  a  cab  to  the  near-est 


museum  by  the  time  some 
pictures  or  videos  ar"e  dis- 
played. Even  with  a  modem 
speed  of  14.4  baud  on  Pr"odi- 
gy,  it  took  me  over  10  min- 
utes to  download  a  28-second 
excerpt  of  Tchaikovsky's  Nut- 
cracke)-  fr-om  the  San  Jose 
Symphony's  Web  server-. 

A  good  place  to  start  your 
tour-  is  by  clicking  on  the  Ya- 
hoo list,  which  segregates 
sites  by  categories  (fine  arts, 
music,  photography).  The 
Fine  Art  For-um  vi'ww  Re- 
source Directory,  at  "http: 
//www.msstate.edu/Fineart_ 
Online/art -resources. html",  is 
another'  excellent  jumping- 
off  point. 

DIGITAL  SHOWCASE.  By  click- 
ing on  colf)i'-coded  terms  and 
I'eferences,  it's  gener'ally  easy 
to  go  from  one  Web  site  to 
another.  The  Web  sei'ver'  at 
the  Geoi'ges  Pompidou  Cen- 
ter' in  Paris  includes  a  list  of 
Web  addresses  for  museums 
around  the  wor'ld.  New  York- 
based  ArtNetWeb  is  a  show- 
case for-  contemporary  artists 
who  pay  a  fee  to  display  dig- 
ital slides  of  their  work.  It's 
also  linked  to  other'  sites  in- 
cluding the  Surrealism  Serv- 
er, which  features  Tr'istan 
Tzar'a  and  Salvador  Dali. 

So  if  you're  trying  to  figure 
out  what  the  painting  means, 
you  can  linger  as  long  as  you 
want  without  getting  nudged 
along  or  blocking  someone's 
view.  Edward  Baig 
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THREE  THAT  PUSH 
THE  LUXURY  ENVELOPE 


Luxury  cars  tend  to 
define  the  cutting 
edge  of  automotive  re- 
finement and  teclino- 

sophistication.  A  new  ci'op  of 
redesigned  luxoliners — the 
Lexus  LS400,  BMW  740i,  and 
Jaguar  XJ6 — moves  the 
benchmark  a  few  notches 
higher.  All  three  offer  muscu- 
lar performance  and  sumptu- 
ous creature  comforts.  The 
Bimmer  stands  out  for  its 
buttery-smooth,  cjuiet  ride, 
the  Jag  for  its  curvy  good 
looks,  and  the  Lexus  for  its 
all-around  competence. 

Most  apparent.  $50,000  to 
trmiv  tlian  S;7(i.n(i<)  hiiv<  co- 


LSWO  shed  200  pounds 


coon-like  calm.  That's  where 
BMW's  new  top-end  sedan  ex- 
cels, thanks  to  a  stiffer  chas- 
sis, longer  wheelbase,  and 
great  sound-deadening.  The 
car  swallows  big  bumps  and 
potholes  with  hardly  a  shud- 
der. Thicker  window  glass 
and  more  aerodynamic  side 
mirrors  hush  wind  noise.  The 
Jag  and  Lexus  are  also  ex- 
emplary, although  they  don't 
quite  match  the  bmw's  high 
standard.  Both,  however,  ex- 
hibit controlled  body  motions, 
even  on  rough  city  roads. 

For  interior  comfort,  the 
Lexus  and  BMW  take  top  hon- 
ors. The  .standard  leather 
seats  ai'e  fimn  and  sui^jjoitive. 
Up  front,  electric  motors  ad- 
just them  to  myriad  settings. 
In  back,  there's  oodles  of  leg- 


and  headroom.  Among  nu- 
merous useful  touches  on  the 
LS400:  Twin  cup-holders  glide 
out  of  a  fold-dowTi  reai-center 
armrest,  and  the  optional 
compact-disk  player  fits  in  a 
compartment  in  the  dash, 
above  the  glove  box. 
GOOD  GAUGES.  The  Jag's  soft 
leather  and  burled  walnut 
interior  have  old-world 
charm.  But  quarters  are 
close.  Passengers  can  feel 
claustrophobic,  especially  in 
back,  where  legs  and  feet  are 
cramped — odd  in  a  car  nearly 
200  inches  long.  Also,  the 
passenger  air  bag  has  dis- 
placed the  glove  box. 

From  a  functional  stand- 
point, the  Lexus'  interior 
wins  hands 
down.  Controls 
for  the  automat- 
ic climate  con- 
trol system  and 
stereo  are 
among  the  larg- 
est and  simplest 
to  use  of  any 
car  on  the  road. 
And  the  gauges, 
with  their  tiny 
neon  wands,  are 
easy  to  decipher 
at  a  glance.  On 
the  Jag,  in  place  of  the  for- 
mer jumble  of  seemingly  un- 
related switches,  is  a  cohe- 
sive gi-ouping  for  the  sound 
system  and  climate  control. 
Unf(jrtunately,  the  steering 
wheel  blocks  a  clear  view  of 
the  cruise  control  and  fog- 
light  switches. 

The  Bimmer's 
speedometer  and 
other  dash  gauges 
are  simple  enough. 
But  the  center  con- 
sole with  radio  and 
climate  controls  is 
a  wall  of  hard-to- 
decipher  buttons, 
knobs,  and  digital 
displays.  Even  the 
steering  wheel  suf- 
fers from  feature 
overkill,  jammed 


with  swatches  for  radio, 
phone,  and  cruise  control. 

All  these  cai-s  perform  im- 
pressively on  the  road.  Toy- 
ota's engineers  trimmed  200 
pounds  from  the  new  Lexus' 
weight,  which  ti'anslates  into 
snappy  acceleration,  nimble 
handling,  and  good  fuel  econ- 
omy. The  260-horsepower, 
four-liter  V-8  whips  to  60 
mph  in  just  eight  seconds, 


All  in  all,  the  Jag  is  bal 
and  nimble,  despite  a  bj 
excessive  body  roll, 
economy  is  about  17  mp 
In  styling,  the  Bin 
and  Lexus  are  little  cha 
from  their  predecessors 
new  LS400  has  subtle 
ferences  in  hood  line 
body  side  panels.  The 
appears  wider  and  lowei 
the  trunk  now  has  a  s 


one  tick  faster  than  the  old 
version.  The  fom-speed  auto- 
matic makes  silky  shifts.  Fig- 
ure on  better  than  20  miles 
per  gallon. 

The  Bimmer  is  close  be- 
hind, but  its  500-pound  great- 
er heft  can  be  felt:  The  282- 
horsepower  V-8  lags  initially 
before  hustling  to  60  m])h  as 
quickly  as  the  LS400. 
The  five-speed  auto- 
matic transmission  shifts 
smoothly,  but  its  quirky  com- 
puter controls  may  annoy 
some  drivers.  The  car,  which 
gets  about  17  mpg,  has  a  te- 
nacious grip  on  sweeping 
curves,  yet  feels  ponderous 
in  quick  maneuvers. 
ROUND  HEADLIGHTS.  The  Jag, 
with  its  245-horse  six-cylin- 
der, keeps  up  in  a  O-to-60 
dash.  But  the  four-speed  au- 
tomatic is  balky,  with  some 
clunky  shifts.  Handling  is 
much  improved  from  the  old 
version,  which  plowed  sick- 
eningly  through  hard  turns. 


AUTOS 


STATELY  BAVARIAN:  The  7Jt0i  shrugs  off  bumps 


spoiler.  The  Jag,  how 
hearkens  back  to  its 
Rectangular  headlamps 
made  way  for  four 
fashioned  round  ones, 
which  the  hood  curves 
brow-like. 

It's  easy  to  fall  in 
with  luscious  cars  like 
Paying  for  them  is  an 
matter.  The  I 
has  the  lowest 
ing  sticker,  at  $51,20C 
that  can  easily  jum 
$60,850  for  one  with  a 
goodies.  The  Jag  XJ6 
at  $53,450;  loading  it  up 
five  grand.  A  superch 
version,  the  XJR,  sta: 
$65,000,  and  a  12-cy] 
model  begins  at  $77,25( 
beginning  sticker  on 
is  .$57,900.  That  ris 
$63,250  with  options  si 
traction  control. 

The  best  deals  in  the 
ly  competitive  luxury  n 
come  in  factory-subs 
leases.  Unfortunately 
trio  is  so  ne\ 
discoimts  will 
ably  be  ha 
find.  You  can 
out  rivals  i: 
demand,  su 
Nissan's  I 
or  w 
while.  But 
superlative  ] 
mance,  you 
times  just  h 
dig  deep  an( 
up.  David  Wt 


Pi 
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The  new  AccuPoint™  isometric 
pointing  device  works  in 
conjmiclion  with  chck  and 
drag  Imttons  located 
1  omfortahly  beneath 
the  thumbs. 


Toshil)a  discovers  the  secret  lo 
longer  lije:  The  ultra-lightweight 
Li-lon  battery,  with  up  to  6  hours 
of  battery  life,  is  the  ultimate  in 
power-per-ounce 


DEFY  THE  LAWS  OF  SPACE  AND  TIME. 


i=»orte:oe 

T3600C1 

\lHz  i486™DX2 
"  dia.  color  TFT-LCD  active 
trix  display — 256  color  SVGA 
:B  RAM  (expandable  to  24MB) 

T3400CT 

4Hz  SL  Enhanced  i486™'SX 
'  dia.  color  TFT-LCD  active 
trix  display— 256  color  SVGA 
B  RAM  (expandable  to  20MB) 

Both  Models 

MB  HDD 
lium-Ion  battery 
leli  (5mm)  PCMCIA  slot 
lbs.— 7.9"  X  9.9"  X  1.8" 
uPoint^"  integrated  pointing  device 
igrated  BitBLT  graphics  accelerator 
local-bus  video 
ts:  serial,  parallel,  FDD, 
VGA  adapter 
ional  Port  Replicator 
DOS®,  Microsoft 
dows™,  and 

im Works™'  for  Windows 


INTRODUCING  THE  U LT R A P 0 RT A B L E  PORTEGE. 

Never  before  have  computers  so  perfectly  balanced  mass  and  speed.  Now  you  can  travel 
with  a  system  smaller  than  a  notebook — yet  graced  with  the  power  and  teel  of  a  full-size 
computer.  The  ultraportable  Portege™  is  driven  by  the  full  force  of  a  high-performance  i486™ 
processor,  is  equipped  with  a  250MB  HDD  and  a  high-endurance  Lithium-Ion  battery, 
and  shines  with  Toshiba's  renowned  color  active  matrix  display  There's  even  an  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  desktop  environment. 
See  how  far  we've  taken  every  aspect  of  portable  computing.  Then,  think 
where  it  can  take  you.  Call  1-800-457-7777  for  your  nearest  dealer. 

THE  SHAPE  OF  THINGS  TO  GO." 
In  Touch  with  Tomorrow 

TOSHIBA 

Toshiba  America  Information  System;.,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 


American  Red  Cross 

This  is  when  people  need  you.  Not  later.  Not  eventually.  Right  now.  Please,  .support  the  American  Red  Cross.  Your 
donations  mean  others  will  get  things  like  food,  clothing,  and  a  place  to  rest. ..when  it  matters  most. 

1-800-HELP-NOW 


Slate  Farm  is  proud  to  sponsor  the  American  Red  Cross. 
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ODUCTION  AND  LEADING  INDEXES 


ange  from  in-^t  week;  0  0%  Change  from  last  week:  -0.1% 


eb,  June  Oct,  Feb, 

194  1994  1994  1995 

exes  are  4-week  moving  averages 

oroduction  index  was  unchanged  during  the  week  ended  Feb,  11, 
jnally  adjusted  output  levels  of  steel,  autos,  paperboard,  and  coal  were 
jlidly.  Those  gams  helped  push  up  the  index  before  calculation  of  the 
veek  moving  average.  The  unaveraged  index  rose  to  122,  from  120.9. 
eading  index  fell  slightly  in  the  latest  week.  The  unaveraged  index  also 
led,  to  253.7  from  a  revised  254.4,  held  down  by  slower  growth  m 
lals  prices, 

jLCtion  index  copyright  1994  by  McGraw-Htll  Inc  BW  leading  index  copyrigM  1994  by  CIBCR 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (2/25)  thous.  of  net  tons 

2,046 

2,030# 

7.5 

AUTOS  (2/25)  units 

150,060 

148,380r# 

-0.7 

TRUCKS  (2/25)  units 

117,050 

118,701r# 

-3.4 

ELECTRIC  POWER  (2/25)  millions  of  kilowatt-hrs 

NA 

64,127# 

NA 

CRUDE-OIL  REFINING  (2/25)  thous  of  bbi  /day 

13,334 

13,309# 

2.6 

COAL  (2/18)  thous.  of  net  tons 

21,024# 

20,401 

1.2 

PAPERBOARD  (2/18)  thous.  of  tons 

934.6# 

918.2r 

10.6 

PAPER  (2/18)  thous.  of  tons 

846. 0# 

858. Or 

2.1 

LUMBER  (2/18)  millions  of  ft. 

437, 7# 

457.7 

-10.3 

RAIL  FREIGHT  (2/18)  billions  of  ton-miles 

23. 6# 

23.3 

4,4 

Sources:  American  Iron  &  Steel  Institute.  Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept,,  American  Forest  &  Paper 

Association,  WWPA',  SFPA-*.  Association  of  American  Railroads 


ING  INDICATORS 


PRICES 


;K  PRICES  (2/24)  S&P  500 

LATEST 
WEEK 

485.71 

WEEK 
AGO 

483.19 

YEARLY 
%CHG 

3.6 

'ORATE  BOND  YIELD,  Aaa  (2/24) 

8.23% 

8.26% 

13.8 

STRIAL  MATERIALS  PRICES  (2/24) 

113.1 

112. 6r 

NA* 

NESS  FAILURES  (2/17) 

NA 

349 

NA 

ESTATE  LOANS  (2/15)  billions 

$466,3 

$466.1 

10.3 

■V  SUPPLY.  M2  (2/13)  billions 

$3,588.2  $3,592.6r 

1.8 

&L  CLAIMS.  UNEMPLOYMENT  (2/1 1 )  thous  347 

318 

-3.6 

es:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 

Moody's,  Journal  of  Commerce  (index;  1990=100),  Dun  &  Bradstreet  (failures 
e  companies),  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adiusts  data  on 
sS  failures  and  real  estate  loans,  *Historicai  data  available  from  CIBCR. 

HREST  RATES 

\  tAL  FUNDS  (2/28) 

LATEST 
WEEK 

6.10% 

WEEK 
AGO 

5.99% 

YEAR 
AGO 

3.28% 

'lERCIAL  PAPER  (3/1)  3-month 

6.13 

6.14 

3.78 

FICATES  OF  DEPOSIT  (3/1)  3  month 

6.13 

6.13 

3.71 

MORTGAGE  (2/24)  30-year 

8.88 

9.04 

7.44 

iTABLE  MORTGAGE  (2/24)  one  year 

6.63 

6.80 

4.38 

;  (3/1) 

9.00 

9.00 

6.00 

S:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (3/1)  $/troy  oz. 

375.700 

379.200 

-1.0 

STEEL  SCRAP  (2/28)  #1  heavy,  $/ton 

142.50 

142.50 

2.2 

COPPER  (2/25)  e/lb. 

138.5 

139.4 

52.7 

ALUMINUM  (2/25)  e/ib 

92.3 

91.5 

48.8 

COTTON  (2/25)  strict  low  middling  1-1/16  in., 

e/lb.  96.25 

91.36 

29.7 

OIL  (2/28)  $/bbl. 

18.56 

18.86 

25.8 

Sources:  London  Wednesday  final  setting,  Chicago 

market,  Metals 

Week.  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (3/1) 

96.76 

97.00 

105.40 

GERMAN  MARK  (3/1) 

1.47 

1.47 

1,71 

BRITISH  POUND  (3/1) 

1.58 

1.59 

1,49 

FRENCH  FRANC  (3/1) 

5.15 

5.14 

5.83 

ITALIAN  LIRA  (3/1) 

1643.5 

1622.5 

1685.8 

CANADIAN  DOLLAR  (3/1) 

1.40 

1.40 

1.35 

MEXICAN  PESO  (3/1)' 

5,905 

5,775 

3.230 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  In  dollars 


lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
mt,   l=Western  Wood  Products  Assn,       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


■LMENT  CREDIT 

y.  Mar.  /►  Consumers  probably 
ibout  $9  billion  more  to  their  debt 
;  in  January.  That's  the  median  fore- 
economists  surveyed  by  mms  Inter- 
I,  a  division  of  McGraw-Hill  Inc. 
lenc  credit  had  soared  through  much 
I,  with  a  peak  of  $15.2  billion  add- 
ugust.  So,  debt  as  a  percentage  of 
)  ble  income  rose  by  a  full  percentage 
1  itting  17.8%  by  yearend.  But  in 
)er,  debt  grew  by  a  relatively  modest 
llion,  and  the  expected  gam  in  Jan- 
■Y  signal  that  households  are  pulling 
their  use  of  credit  cards  as  they 
^  derate  their  spending.  In  fact,  the 
to  revolving  credit,  which  encom- 


passes credit  cards,  slowed  sharply  in 
December  compared  with  the  previous  two 
months. 

UNEMPLOYMENT  CLAIMS 

I'hursday,  Mar.  9,  8:30  a.m.  ►  Initial 
claims  for  state  unemployment  benefits 
probably  fell  back  to  around  325,000  for 
the  week  that  ended  on  Mar,  4.  Filings  had 
jumped  to  a  349,000  pace  in  the  week  of 
Feb.  17,  one  of  the  highest  levels  in  the 
past  year. 

EMPLOYMENT 

Friday,  Mar.  10,  8:30  a.m.  ►  The  mms 
median  forecast  for  nonfarm  payrolls  calls 
for  a  solid  increase  of  240,000  in  February, 


almost  twice  the  134,000  new  jobs  created 
in  January.  However,  the  range  of  employ- 
ment projections  is  quite  wide,  from  a 
small  101,000  new  jobs  to  a  huge 
350,000.  In  1994,  nonfarm  payrolls 
expanded  by  almost  3.5  million,  but  higher 
interest  rates  and  a  slower  economy  mean 
that  job  growth  won't  be  nearly  as  fast  this 
year.  The  mms  survey  also  calls  for  a  Febru- 
ary gam  of  25,000  new  factory  jobs,  on  top 
of  35,000  new  hires  in  December  and 
39,000  jobs  in  January.  The  unemployment 
rate,  which  ticked  up  to  5.7%  in  January 
from  5.4%  in  December,  is  expected  to  slip 
slightly,  to  5.6%.  That's  still  low  enough  to 
generate  fears  about  wage  pressures  and 
inflation. 
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U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 
College. 
Good  News 

Todav. 
Better  New  s 
lnl8\ears. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feSure  Sth  a  significant  reference  to  a.company. 
S  suSiaries  are  indexed  under  their  own  names, 
listed  only  in  tables  am  not  included. 


ABB  48 
ABC  100 

ABN  Amro  30 
Acme  Metal  88 
Adidas  71 
Airbus  Industrie  90 
Air  France  90 
Allstate  Insurance  84 
Alza  86 

American  Airlines  90 
America  Online  12,46 
Amgen  46 
Anheuser-Busch  48,  53 
Antarctica  Paulista  53 
Apple  Computer  20, 44 
Armco  88 
ASCII  Group  44 
AST  Research  46 
AT&T  35,  53,  66 

B  

Bankers  Trust  30,  82 
Bank  of  Boston  35 
Bank  of  Tokyo  48 
Barclays  Bank  30 
Barings  30,33,  109 
Bell  Atlantic  38 
Berlin  Packaging  34 
Bertelsmann  6,46 
Best  Buy  94 
BJ's  Wholesale  Club  94 
Black  Labs  20 
BMW  104 
Boeing  90 

Boston  Consulting  56 
British  Airways  90 
British  Steel  88 
Brown  Brothers 
Harriman  82 


If  the  cost  of  a  college  eo  jca- 
tion  seems  expensive  now,  imagine 
what  It  will  be  ml  8  years.  Thats 
why  Bonds  bought  for  your  child  s 
education  can  be  completely  tax 
free  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work, 
L.S.  Savings  Bomls 


Daimler  Benz  48 
Dataquest  94 
Davis  &  Davis  12 
Dean  Witter  Reynolds  26 
Deutsche  Telekom  46 
Digital  Equipment  92,  94 
Dillon  Read  82 
Donaldson,  Lufkin  & 

Jenrette  82 

Dow  Chemical  46,  96 

Dow  Jones  34 

E   


Kimberly-Clark  6 
j  Kissinger  Associates  48 
KLM  90 

L  

I  L,A,  Gear  71 
I  Lehman  Brothers  46 
1  Lotus  Development  92 
I  Louis  Harris  80 
■  1  LTV  86,  88 
1  Lufthansa  90 

M   


Eden  Interactive  102 
E,F.  Hutton  12 
Ernst  &  Young  30 
Ex  Machina  20 

F   


Fieldcrest  Cannon  83 
Fila  71 

Financial  Planning 
Services  12 
First  Chicago  30 
Ford  6 

[  Forrester  Research  20 
I  Fox  38 

I  France  Telecom  46 
Fruit  of  the  Loom  83 

G__  

Gallatin  Steel  88 
GE  30 

Glaxo  Holdings  86 
GM  53,  66 
Graphix  Zone  102 
Guinness  8 


Marion  Merrel!  Dow  46, 
86,  109 
Matsushita  48 
Maxus  Energy  46 
McDonald  &  Co, 
Securities  88 
McGraw-Hil'  27,  107 
MCI  92 
McKinsey  56 
Merrill  Lynch  12,  30,  34, 

Microsoft  44,  46,  48,108 

MMS  International  107 
Moody's  58 

I  Morgan  Stanley  30,  50,  90 
Motorola  20,48 
MTV  38 

Multinational  Computer 
Models  30 
N 


KJK  INaOlbl-U  o 

Royal  Bank  of  Canal 
58 

j  RSA  Data  Security 
RSK  Industries  35 
j  R2  Technology  95 

Sage  Rutty  12 
Samsung  Group 
Sara  Lee  83 
Sears  34,  ; 
Security  Dynamics  f 
Sharp  Electronics  i 
Siemens  48 
Smith  Barney  12  I 
SMS  88 

Solar  Power  Int'l 
Solomon-Page  GroiJ 
Sony  20,  66 
Soss  &  Cotton  50 
Sprint  46 
Standard  &  Poor'sJ 
Steel  Dynamics  ' 
Steptoe  &  Johnsonl 
I  Sumitomo  88 
j  Sundstrand  86 
I  Sun  Microsystems  I 
Swiss  Bank  30 


Cablevision  Industries  66 
Callaway  Golf  46 
Canadian  Bond  Rating  58 
Capital  Research  & 
Management  86 
CBS  38 

Chemical  Banking  85 
ChP/sler  48 
Circuit  City  Stores  94 
Citibank  35 
CNN  30,38 
Compaq  Computer  34 
CompUSA  94 
CompuSen/e  20,  46 
Computer  City  94 
Conrail  34 
Continental  Gram  35 
Converse  71 

Copley  Pharmaceutical  46 
Corbis  Publishing  102 
Cotton  Trading  83 
Cowboy  Maloney's  66 
Cowen  &  Co.  66 
Creative  Labs  102 
Creative  Response 
Concepts  72 
Cypress 

Semiconductor  72 


H&R  Block  46 
Hewlett-Packard  34 
Hillhaven  46 
Hoechst  46,  86,  109 
Honeywell  12 
Horizon  Healthcare  46 
Hot  Wear  8 
Houston  Effler  Herstek 
Favat  71 

HSBC  Investment 
Banking  30 

Hubbard  Broadcasting  66 
Hughes  Aircraft  66 
Hughes  Electronics  48 


National  Empowerment 
Television  72 
Nationwide  Care  46 
NBA  8,  66 
NBA  Television 
Ventures  68 
NBC  38,  66 
Netcom  92 
News  Corp.  66 
NFL  66 
NHL  66 
Nike  71 
Nissan  104 

Northern  States  Power  12 
North  Star  Steel  88 
Novell  44 
Nucor  88 
Nynex  38 

N.Y,  Knickerbockers  71 

!o   


Oppenheimer  86 
P 


IBM  44,46,92 

ICF-Kaiser  98 

Interpact  92 
I  Intuit  20 
!  IPSCO  88 

Ins  As-sociates  92 

ISl  Group  26 


Jaguar  104 
Jim  Pattison  Group  8 
Johnson  &  Johnson  86 
J.P  Morgan  26 
I  JVC  66 

Ik   


Pacific  Telesis  38 
PaineWebber  88 
Palm  Computing  20 
Paramount  Pictures  66 
Petro-Canada  58 
I  Pfizer  86 
Power  40 

Primestar  Partners  68 
Procter  &  Gamble  30,  53 
Puma  71 

I  Qualitech  Steel  88 
R   


I  Keds  71 
Kidder  Peabody  30 


:  Rauscher  Pierce 
Refsnes  94 
RCA-Thomson  66 
RCM  Capital 
Management  86 
Reebok  71 

Ripley's  Entertainment  8 


Taligent  44 
Tandy  94 

Tele-CommunicatiJ 
Tenneco  72 
Texaco  35 
Time  Warner  48, 
Tippins  88 
Toshiba  66 
Toyota  6, 104 
Trico  Steel  88 
Trusted  Informatic 

Systems  92 

TRW  95 

Tubos  e  Conexo 

Turner  Broadcastil 

20th  Century 
Industries  84 

U  

I  United  Airlines 

Viacom  68 
Vigoro  72 
Viking  Penguin  V 
Volkswagen  53  | 
Voyager  102 

W  

1  Walt  Disney  38,  i 
Weg  Mot  ores  53 
I  Wells  Fargo  92  j 
1  Wentz  Managem* 
I  Westpoint  Steveij 
I  William  M,  Merc: 
.  ^  WorldClass  S'.ee 
Worthington  88  , 


YPF46 

z 


Zenith  Electroni- 


nil-  ( ;n-al  AnrnciU)  linoliiit  ril 


Semiconaucior  i    ^  _ 

rS^irJ^TNo,24648^«  


vestment  Figures  of  the  Week 


lENTARY 

w's  first  breakthrough  into  the 
ange  was  overshadowed  by  the 
e  of  Britain's  oldest  investment 
iarings  plc,  which  was  brought 
y  a  single  futures  trader.  U.S. 
ies  gained  on  news  of  the 
demise  as  investors  sought  a 
rom  the  turmoil  and  as  specu- 
,rew  that  the  Federal  Reserve 
ip  raising  interest  rates.  That 
;  long  bond's  yield  down  to 

Its  lowest  point  since  mid-Au- 
erger  activity  continued,  with 
:  announcing  that  it  was  in 

acquire  Marion  Merrell  Dow. 


STOCKS 

Feb.  Aug. 


Feb.    Feb.  23-Mar.  1 


BONDS 

Feb. 

1650  I 


1-week  change 
+0.1% 


Aug.      Feb.    Feb.  23-Mar.  1 


-  485.65 


1407.34 


52-weel(  change 


1 -week  change 
+0.8% 


Feb.  22-Mar.1 


1 -week  change 
-0.1% 


KET  ANALYSIS 


%  change 


OCKS 

Latest 

Week 

52-week 

Latest 

Week  ago 

Year  ago 

^ES  INDUSTRIALS 

3994.8 

0.5 

4.3 

Qn  RAV  TRFA^IIRV  Rll  1  YIPI  fl 
^U-UHl   mCHoUnl  DILL  lICLU 

5.89% 

5.83% 

3.55% 

:  COMPANIES  (S&PMIdCap  Index) 

178.8 

0.6 

-0.3 

30-YEAR  TREASURY  BONO  YIELD 

7.44% 

7.54% 

6.77% 

:OMPANIES  (Russell  20U0) 

256.1 

0.8 

-2.6 

S&P  500  DIVIDEND  YIELD 

2.67% 

2.68% 

2.48% 

IPANIES  (Russell  3000) 

278.0 

0.3 

3.4 

S&P  500  PRICE/EARNINGS  RATIO 

16.2 

16.3 

21.1 

iN  STOCKS 

Latest 

%  change  (local  currency) 

i*j — 1,        r  o  1, 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

462.3 
56.0% 
0.73 
0.78 

461.2 
53.0% 
0.66  r 
0.75 

Positive 
Neutral 
Positive 
Positive 

(FINANCIAL  TIMES  100) 
NIKKEI  INDEX) 
)  (TSE  COMPOSITE) 

3041.2 
16,618.7 
4083.8 

0.7 
-8.2 
-0.9 

-6.4 
-15.8 
-6.4 

BLOOMBERG  FIMANCIAl  MARKOS 

IISTRY  GROUPS 

...  .;i 

VEEK  LEADERS 

% 

4-week 

change 

52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

IFACTURED  HOUSING 

17.7 

-4.1 

FLEETWOOD  ENTERPRISES 

20.7 

-0.6 

21^8 

R  CONTAINERS 

13.7 

14.3 

STONE  CONTAINER 

30.8 

46.1 

23^8 

:BUILDiNG 

12.3 

-31.2 

KAUFMAN  &  BROAD  HOME 

14.7 

-29.1 

14^8 

lUMENTATIGN 

11.2 

23.7 

HEWLEn-PACKARD 

11.9 

26.4 

115 

lALTY  PRINTING 

9.7 

-0.3 

R.R.  DONNELLEY  &  SONS 

11.8 

10.9 

34  V4 

rEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

lALTY  RETAILERS 

-5.2 

-5.9 

LOWE'S 

-10.9 

6.3 

33% 

INE  TOOLS 

-3.7 

-23.1 

CINCINNATI  MILACRON 

-11.1 

-8.7 

21 

ITION  CONTROL 

-3.3 

7.0 

WMX  TECHNOLOGIES 

-5.8 

6.6 

26^8 

INUM 

-2.5 

2.1 

ALCOA 

-3.7 

2.3 

39 

J& 

-2.5 

-0.5 

CYPRUS  AMAX  MINERALS 

-5.7 

-10.0 

27 

AL  FUNDS 


MORNINGSTAR  INC 


s 

LAGGARDS 

!k  total  return 

% 

Four-week  total  return 

% 

lESS  FLIGHT  CHINA  &  HONG  KONG 

9.6 

WRIGHT  EQUIFUNO-MEXICO  NATLFID.EQTY. 

-17.6 

ORT  TIGER 

9.6 

MORGAN  STANLEY  LATIN  AMERICAN  A 

-15.0 

/ESTMENT  PACIFIC  BASIN  EQUITY 

8.8 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-14.7 

total  return 

% 

52-week  total  return 

% 

ITY  SELECT  HEALTH  CARE 

31.4 

MONITREND  GOLD 

-53.0 

NS  OPPORTUNITY 

30.0 

HERCULES  LATIN  AMERICAN  VALUE 

-44.4 

MAN  COMMUNICATIONS  &  INFORM.  A 

28.2 

FIDELITY  LATIN  AMERICA 

-44.2 

S&P  ■ 


4-week  total  return 


Auetagetund 
52-week  total  return 


TIVE  PORTFOLIOS 


DRI/McGRAW-HILL 


flaunts  represent 
'alue  of  $10,000 
one  year  ago 
lortfolio 


the 


iges 
tota 


indicate 
returns 


U.S.  stocks 
$10,658 

+0.38% 


nil 


Money  market  fund 
$10,500 

■fO.25% 


Foreign  stocks 

$10,259 

-2.30% 


Hi 


Gold 
$10,012 

-0.59% 


Treasury  bonds 

$9,677 

-^1.76% 


:  this  page  are  as  of 
Jstrv  groups  include 


market  close  Wednesday.  Mar.  1,  1995.  unless  otherwise  indi- 
S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  Feb.  28.  Mutual  fund  returns  are  as  of  Feb.  24.  Relative  portfolios  are  valued 
as  of  Feb.  28.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


I 


POPULISM:  TAKE  THE  GOOD,  LOSE  THE  UGLY 


There  are  moments  in  American  history  when  "the 
people,"  those  who  work  hard,  pay  taxes,  and  raise 
families,  appear  to  lift  a  righteous  fist  at  the  powerful 
forces  that  control  their  lives.  This  is  one  of  those  times. 

Turn  on  the  radio,  check  out  the  Internet,  or  Usten  to 
congressional  debates  on  C-Span,  and  it  becomes  immedi- 
ately clear  that  the  language  of  populism  has  become  the  Im- 
gua  franca  of  our  society.  Listen  to  the  voices  of  America: 
There  are  angry  words  against  government  bureaucrats. 
Wall  Street  bankers,  immigrants.  Big  Business,  welfai'e  cheats, 
and  liberal  elites.  The  fear  and  anxiety  are  real. 

But  ai-e  the  Prophets  of  Populism,  the  spokespeople  for  the 
movement,  correct  in  how  they  are  representing  the  con- 
cerns of  the  vast  majority  of  Americans?  Ai"e  the  proposals 
being  offered  in  Congress  sensible,  pragmatic  solutions  to 
real-life  problems  of  working  men  and  women,  or  are  there 
other  agendas  at  work  reflecting  special  interests  or  extremist 
ideologues?  If  the  latter  is  true,  the  opportunity  to  repair  the 
governance  of  American  society  will  be  squandered. 

Populism  has  been  pait  of  the  American  social  fabric  since 
the  days  of  Thomas  Jefferson.  Whenever  there  is  vast  eco- 
nomic change,  be  it  the  switch  from  agiiculture  to  industiy  in 
the  1890s  or  from  industry  to  infoiTnation  in  the  1990s,  Amer- 
icans rebel.  But  they  don't  revolt.  Americans  protest  not 
against  the  entire  pohtical  system,  just  against  the  special 
interests  that  appeal'  to  be  mnning  it;  not  against  society  per 
se,  just  the  forces  that  seem  to  be  controlling  the  people. 

THE  SPECTER  OF  RACISM  

Today,  much  of  the  populist  rebellion  is  dh-ected  against  big 
goveiTiment.  To  many  in  the  middle  class,  government  ap- 
pears out  of  control,  bloating  itself  to  enormous  proportions, 
absorbing  an  ever-increasing  amount  of  tax  dollars.  As  in- 
comes stagnate  and  health  and  pension  benefits  shrink  in 
the  private  sector,  the  middle  class  watches  a  gi'owing  anny 
of  state  and  local  government  employees  come  away  with  fat- 
ter paychecks  and  richer  benefits  year  after  year.  As  they 
work  hardei'  to  wai'd  off  the  specter  of  downward  mobility, 
the  middle  class  watches  a  welfare  culture  take  hold,  where 
generation  after  generation  of  uresponsible  people  have  chil- 
di'en  and  are  supported  by  the  state. 

Properly  harnessed  by  responsible  politicians,  populism 
can  lead  to  new  policies  and  a  better  Hfe.  Manipulated  by  false 
prophets,  however,  populism  can  degenerate  into  racism,  na- 
tivism,  and  isolationist  trade  policies  that  could  lead  to  serious 
recession.  Our  greatest  challenge  is  to  harness  the  power  of 
populism  into  realistic,  constructive  policies  supported  by 
the  vast  majority  of  Americans.  That  is  what  happened  with 
earlier  populist  movements.  That  would  be  ideal  today. 

The  new  popuHst  tide  has  been  slowly  building.  Over  the 
past  30  years,  three  colossal  waves  have  washed  over  the  na- 
tion's families,  tearing  them  loose  from  theu*  moorings.  First, 
government  began  to  fail  them.  Critical  services — schools 


and  safe  streets — deteriorated  shai-ply,  while  the  cost  Cig 
emment  rose  dramatically.  The  total  tax  burden,  includir? 
eral,  state,  local.  Social  Secm-ity,  and  Medicare  taxes,p 
heavier  with  each  passing  year.  Ik 

A  STEW  OF  SOLUTIONS  1 

Over  precisely  the  same  period,  economic  insecurity 
the  nation.  Rapid  technological  change  and  globalizatioj 
ed  lifetime  employment.  Economic  grov^dh  slowed.  I 
stagnated.  The  erosion  of  highly  paid  blue-collar  jolj 
the  eviseration  of  white-collar  emplojonent  that  follow<|i 
a  profound  political  effect.  The  destruction  of  corporatj 
die  management  was  particularly  painful.  Downsizirj 
restinictuiing  pushed  millions  of  middle-class  people  outj 
cocoon  of  Big  Business  institutions  into  the  harsh  w 
small  enteiprise.  To  their  dismay,  they  found  that  goveij 
was  once  again  a  tremendous  burden  and  obstacle,  vj 
endless  regulation  of  their  every  business  activity. 

Then  came  the  immigi-ants.  It  is  no  coincidence  tlj 
gi'eat  populist  movement  of  100  years  ago  developed,  i| 
in  reaction  to  the  last  great  inmiigi'ation  wave  to  thi. 
Something  very  similar  is  happening  a  century  later  | 
the  1980s  and  1990s,  Americans  have  faced  gi'owing  c(J| 
tion  for  jobs  and  business  not  only  from  sui'ging  ii 
but  from  massive  numbers  of  new  immigrants.  Acconi 
tion  fatigue  set  in.  Absorbing  so  many  people  in  a  p€p 
economic  distress  proved  difficult  at  best.  Social-seiviC'a 
particularly  for  refugees  and  illegal  immigrants,  so;! 
gateway  states  such  as  California  and  New  York. 

The  New  Populists  have  succeeded  in  capturing  r| 
society's  current  rage,  but  their  stew  of  solutions  for 
maladies  contains  the  good,  the  bad,  and  the  ugly.  P(| 
today,  as  it  has  in  the  past,  encompasses  those  wl] 
"cosmopolitans,"  immigrants,  free  trade.  Wall  Str 
poor,  and  big  corporations.  If  this  snarling-dog  faction 
way,  the  U.  S.  will  devolve  into  a  society  that  few  midc| 
Americans  would  recognize  or  want  to  live  in 

The  moderate  middle  has  always  been  where  the  nj 
of  Americans  live,  and  that  is  where  the  New  Popuhs 
head  if  they  ai'e  to  succeed.  Programs  that  make  govfi 
more  productive  and  less  costly  are  what  is  need(| 
only  in  Washington  but  at  state  and  local  levels,  tool 
love  on  welfai'e  reform  that  moves  people  into  workfj 
makes  them  responsible  for  themselves  is  required — 
the  cash  for  training  and  child  cai"e.  Stopping  the  flovl 
gal  immigi'ants  and  those  who  hire  them,  and  perhapij 
ing  the  veiy  high  level  of  legal  imnnigi"ation  while  the 
absorbs  the  cuirent  wave,  is  called  for  Above  all, 
with  the  American  public  that  it  can't  have  lower  ta 
generous  government  services  at  the  same  time  is 
sary  to  biing  sanity  back  to  the  body  politic.  Sloganeei 
hate-mongering  are  easy.  Surely,  they  are  not  the  bei 
lism  has  to  offer  - 
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How  Important  Is 
I  Data  storage 
To  Your  Company? 

Well  RephraseThat 

How  Important 
Is  Revenue 
To  Your  Company? 


You  may  not  recognize  your  company  s 
data  storage  as  a  source  of  revenue.  But 
with  your  company's  information  now  [ 
more  crucial  to  your  competitiveness  than 
ever,  how  quickly  you  get  that  inlbrmation 
to  your  customers  and  employees  is  Surage 
more  important  than  ever.  Which  is  what  EMC  data  storage 


EMC  Swage 


does.  It  gives  sales  people  more  time  to  sell 
by  giving  them  the  information  they  need 
faster.  It  makes  your  customers  happy,  too, 
by  speeding  up  customer  service. 

Call  1-800-424-EMC2  ext.  146.  Find 
out  how  EMC  data  storage  does  plenty 


more  than  take  in  data.  It  rakes  in  profits. 


REVENUE  IS  INCREASED  BY  A  FACTOR  OF  EMC 


THt  STORAGE  ARCHITECTS 


EMC,  ihe  EMC  logo  ami  THE STOHiGE  ARCHITECTS  are  iraJemarh  oj  EMC  Corparatwfi.  iQ  199$  EMC  Corporal wn.  All  nghis  reiei  :rJ  i  hi.u.  f/u  I  S      ^ mi  435-1 000  cxi.8l9S. 


"-PRIME  SEATS  ARE  STILL  AVAILABll 
FORTHE  SPORTING  EVENT 

OF  THE  YEAR. 


/ALL  STREET  GOLDMAN  SACHS 
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The  dollar  is  crashing.  Mexico  is  in  meltdown. 
The  European  currency  system  is  collapsing. 
In  part,  all  are  casualties  of  economic  problems 
at  home.  But  traders  and  investors,  by  instantly 
moving  trillions^  dollars  around  the  globe, 
fan  the  flames.  tiiJiie  damage  be  contained? 


Achieving  near  perfect  50/50  weight  distribution 
has  always  been  something  of  an  obsession  at  BMW. 

It  guides  our  engineers  to  such  a  degree  that  even 
battery  placennent  varies  from  car  to  car  In  the  325i 
pictured  above,  the  48-lb.  battery  is  located  in  the  back, 
while  in  the  318i,  it's  placed  under  the  hood. 

Extreme?  Not  if  you  consider  the  many  benefits  of 
ideal  weight  balance,  especially  when  combined  with 


the  stopping  power  of  our  advanced  ABS  brakes  ir 
the  surefootedness  of  optional  All  Season  Traction  st 
available  on  all  BMWs  except  the  M3  and  318  moc  ss 
a  system  that  helps  optimize  control  any  time  of  yea  v 

The  three  together  yield  responsiveness,  prei  (ii 
handling  and  the  confidence  to  travel  virtually  anywf  / 
you  need  to  go.  ^ 

Of  course,  if  you've  ever  driven  a  BMW,  you  w(  i; 


go  are  registered.  "'BMW  recoirimends  the  use  f 


on  all  four  wheels  for  winter  driving^ 


s  felt  these  benefits  intuitively.  In  the  way  it  corners, 
)st  as  if  it's  on  rails.  In  the  way  it  brakes,  without 
jssive  front-end  dive.  In  the  way  a  better-engineered 
:an  make  you  feel  at  one  with  the  pavement  and 
y  in  command. 

And  you'll  notice  balance  in  the  3-Series  beyond 
Diacement  of  weight.  It's  a  car  that  delivers  equal 
s  performance  and  safety  Driving  exhilaration  and 


comfort.  High  technology  and  a  tradition  of  excellence. 

Is  it  any  wonder  the  3251  has  been  named  to  Car 
and  Driver's  Ten  Best  list  for  four  years  in  a  row? 

A  feat  that  alone  should  tip  the  scales  in  favor  of  a 
BMW,  regardless  of  the  car  it's  up  against. 

To  learn  more,  call  us  at  1-800-334-4BMW^^^ 

THE  ULTIMATE  DRIVING  MACHINE. 
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THE  DEAL  MILL 

ING  HAS  TROUBLES 
OF  ITS  OWN 

ING,  THE  DUTCH  BANK  IN  LINE 

to  take  over  woebegone  Bar- 
ings, may  be  a  gi'owing  finan- 
cial powerhouse,  but  it 
has  had  its  own  share 
of  financial  pratfalls. 
While  Internationale 
Nederlanden  Groep  is  profit- 
able overall,  it  says  its  trad- 
ing arm  ran  red  ink  in  1994's 
first  half — $5  million,  say  ana- 
lysts. Blame  Latin  American 


TALK  SHOW  UTo  get  into  an  intraparty  battle,  with  heavy-i 
duty  work  in  front  of  us,  is  destructive,  and  it's  not  smart. 

— Phil  Gramm(R-Tex.),  on  talk  of  ousting  balanced-budget-amend 
ment  foe  Mark  Hatfield  ( R-Ore.)  as  Senate  Appropriations  head. 


debt  problems.  The  bank  ex- 
pects to  show  a  trading  prof- 
it for  the  full  year  when  re- 
sults are  unveiled  on  Mar.  30. 

Closer  to  home,  ing  has 
run  into  trouble  with  its  Ori- 
on Insurance  subsidiary.  The 
insurer  went  into  liquidation 


in  Britain  after  running  up 
$1.5  billion  in  liabilities  from 
asbestos  and  other  environ- 
mental claims. 

Another  ing  acquisition 


also  proved  a  bust.  In  1990, 
the  company  bought  Britain's 
Victory  Reinsur'ance  at  what 
it  thought  was  a  bargain- 
basement  price  of  $200  mil- 
lion. Then  it  had  to  put  in  an 
additional  $320  million  after 
learning  of  Victory's  liability 
exposui'e  to  a  string  of  disas- 
ters, including  the  Exxon  Val- 
dez  oil  spill  in  Alaska. 
ing  says  it  r-elied  on 
faulty  advice  fr-om 
Ernst  &  Young  and 
Swiss  Bank,  and  is  suing 
both  in  Britain's  High  Court 
for  $600  million  in  damages. 
Both  deny  that  their  advice 
was  deficient.    Paula  Dmyer 


FAT  WALLETS 


IT  PAYS  TO  BE  A  CHANDLER 


DOtJE  DEAL:  Otin  in  1980 

THE  CHANDLER  FAMILY  IS  THE 
winner  in  Times  MitTor-'s  $2.3 
billion  sale  of  cable  operations 
to  Cox.  Times  MirTor,  con- 
trolled by  the  100-plus  Chan- 
dler clan  (stake:  31%),  just 


settled  a  legal  tiff  with  public 
shareholders,  who  griped  the 
family  got  a  sweeter  deal. 
But  income-wise,  it  will  soon 
be  clear  who  remains  ahead. 

The  deal  seems  equitable — 
both  sides  do  it  tax-free. 
Non-Chandler  investors  in 
Times  MirTor,  whose  proper-- 
ties  include  the  Los  Angeles 
Times,  swap  some  of  their 
Times  Mirror  stock  for  Cox 
cable  stock.  Cox,  however, 
won't  pay  a  dividend.  And 
Times  Mirror;  to  save  for  new 
ventiu'es,  slashed  its  quarter- 
ly payout  by  78%,  to  6(2. 

The  family,  headed  by  pa- 


triarch Otis  Chandler,  67,  isn't 
swapping  for  dividend-defi- 
cient Cox.  That  would  incur 
an  $81  million  capital-gains 
levy:  Terms  of  family  trusts 
force  them  to  sell  non-TM 
stock.  Instead,  they  get  new, 
dividend-paying  tm  pr-eferred. 

Hence  the  lawsuit,  which 
the  company  settled  by  let- 
ting nonfamily  investor's  swap 
Times  Mirror  common  for 
new  TM  convertible  prefen-ed, 
paying  6.5%.  The  Chandlers' 
preferred,  though,  is  differ- 
ent. Analysts  say  its  payout, 
yet  to  be  announced,  is  likely 
to  be  about  9%.  Times  Mirror- 
says  outside  investors  are 
made  equal  by,  among  other- 
things,  the  upside  potential 
of  Cox  cable.  □ 


REAyTY  CHECKS 


THF  SOCIAL  SECURITY  TRUST  FUND  is  sa 

crea,  or  so  say  key  opponents  of  the  balanced 
budget  amendment.  The  amendment  failed  to 
win  sufficient  votes  for  passage  on 
Mar.  2,  in  part  because  Senator 
Byron  Dorgan  (D-N  0.)  and  others 
insist  on  including  a  provision  pro- 

IN  REALITY,  the  irwA  fund  is  al- 
ready used  to  mask  the  real  defi- 
cit. Social  Security  novi(  collects 
$27  billion  a  year  or  so  m  payroll 
taxes  over  the  amount  paid  out  in  benefits. 
That  surplus  is  effectively  used  to  meet  the 
government's  other  operating  expenses.  This 
trust  fund  is  a  fiction:  The  surplus  is  carried 


L  ORGAN:  Defender 
oj  the  trust  fund 


tecting  the  trust  fund.  Certainly,  you  will 
hear  this  debate  again.  Dorgan  and  his  col- 
leagues argue  that  the  amendment  would 
force  Congress  to  loot  the  trust 
fund  for  the  money  needed  to 
bring  the  overall  federal  budget 
into  balance. 


on  the  government's  books  as  an 
lou.  As  the  first  baby  boomers  be- 
gin to  retire,  around  2013,  Social 
Security  will  run  a  cash-flow  defi- 
with  no  savings  cushion,  the  feds 


cit.  Then, 

will  have  to  slash  benefits,  raise  the  payroll 
tax,  or  borrow  to  meet  increasing  retirement 
payments.  Paul  Magnusson 


POLICE  BLOTTER  i 

BAUSGH&LOMB'S 
PURLOINED  LENSES 

FIRST,  BAUSCH  &  LOME  GjJ': 

hit  with  a  Securities  &  Eii 
change  Commission  pro|j 
over  how  it  accounted  fif; 
contact-lens  shipments.  No;,. 
a  high-level  b&l  managsi 
has  been  arrested  on  chargji 
of  stealing  more  than  $50,0); 
wor"th  of  lenses  from  a  Rocir 
ester  (N.  Y.)  b&l  warehou4f 
using  a  company  van.  Lea: 
division  credit  manager  Ra'pt 


BIG  HAUL:  $50,000-plus 

mond  Querela  and  two  loi| 
level  employees  plead  n| 
guilty. 

Is  there  a  link  to  the 
counting  imbr-oglio?  The  Sl^ 
is  looking  into  whether  bM 
used    dubious  accountii 
methods  to  inflate  its  yea 
end  1993  sales  figur-es.  Tl 
company  concedes  only  min 
accounting  irregularities.  I 
cr-edit    manager,  Querc 
would  have  been  involved 
negotiating  payments  wi 
distributors,  a  key  area  of  t 
SEC  inquiry.  But  b&l  inside 
say  the  accounting  decisio 
wer-e  made  higher  up.  Mo 
likely,  the  arrests  are  anothi 
sign  of  loose  controls  at  tip 
company's  fi-eewheehng  lei 
chvision.  | 

Lenses  are  hard  to  sell  (f 
a  street  cor-ner-,  so  industi 
execs  think  the  hkely  buyi 
was  an  authorized  distribute 
Sour'ces  famihar  with  the  si 
uation  say  b&l  suspects  a 
other-  manager  in  the  the! 
which  may  have  been  the  la 
est  in  a  string.  None  of  tl 
three  men  arrested  wou 
comment.    Mark  Maremai 
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MEETINGS 


NOBODY 
HAS  TO 


You  don't  have  to  get 
II  a  cab.  Or  on  a  plane. 

With  networkMCi  Con- 
erencing,  ail  you  have 

0  get  on  is  the  phone. 
Call  in  or  fax  your  res- 

tvation,  and  we'll  do  the 
est,  connecting  you  to  as 
nany  as  1,000  people  at 

1  time.  (Try  fitting  that 
nany  in  your  conference 
oom.) 

We  even  guarantee*  thai 
our  meeting  will  start  on 
chedule. 


networtdVICI  Conferencing 
offers  businesses  the 
reliability  and  quality  of 
fVICI 's  fiber-optic  network, 
the  convenience  of  24- 
hour  service,  and  the 
flexibility  of  four  billing 
options. 

Actually,  for  a  limited 
time,  we're  offering  a  fifth 
option:  your  first  call** is 
free. 

For  more  information, 
just  call  1-800-475-3S55.  A 
meeting's  not  necessary. 


CDNFERENCINGI 


1.-800-47S-3555 

ICI  Conlerencinq  quarantee^omeslic  dial-oul  calls  begin  no  later  lhan  10  mm  aher  Ihe  reserved  lime,  assuming  each  participanl's  availability  Applies  to  domestic  dial-out  calls  only.  It  MCI  tails  to  meet  above  stipulations,  subscnber 
n  notify  MCI  in  wntinq  and  receive  a  credit  equal  to  the  ctiatge  lot  that  call-"New  networkMCi  Conferencing  customers  will  receive  a  free  audio  conference  call,  not  to  exceed  300  mm.  Calls  over  300  mm  will  be  billed  at  applicable 
es  and  a  credit  will  be  received  for  free  min  Sign-up  and  free  call  must  occur  between  2'1/95  and  4/30/95  Offer  cannot  be  combined  with  any  other  networtsfi/ICI  Conferencing  promotion,  ©networkMCi.  Inc,  1995. 


Up  Front 


UNREAL  ESTATE 

PARIS  IS 
TANKING 


NO  END  IS  IN  SIGHT  TO  THE 

surplus  of  office  space  in 
Paris.  Economic  recovery  is 
bringing  good  news  for  com- 
mercial real  estate  elsewhere 
in  Europe,  but  not  in  the 
City  of  Light.  One  liiu  bank, 


ANOTHER  PROBLEM:  Ugly  Tigris 


Compagnie  Financiere  de 
Suez,  announced  a  stunning 
write-off  of  $1.5  billion  in 
weak  real  estate  loans.  Some 
Paris  financiers  hope  the 
Suez  example  will  encourage 
the  banks  to  face  up  to  their 


problems  and  conduct  a 
wholesale  write-off  of  weak 
loans  on  Paris  office  build- 
ings. Worries  over  bank  real- 
ty problems  helped  push  the 
Paris  Bourse  down  17%  in 
the  past  year. 

Buildei's  and  lenders  were 
slow  to  deal  with  the  cnmch 
caused  by  overbuilding  be- 
cause they  were  accustomed 
to  ever-growing  Paiis  proper- 
ty values.  Now,  their 
headaches  will  linger: 
The  vacancy  rate  shot 
up  to  9%  last  year,  fi-om 
7.5%  in  1993.  "Scott  Bu- 
gle, an  analyst  at  Stan- 
dard Sl  Poor's,  foi'ecasts 
an  uptui'n  only  at 
decade's  end. 

Meanwhile,  central 
London's  vacancy  rate 
dropped  from  11.5%  to 
8.5%.  In  FrankAut,  the 
rate  did  rise — from  6% 
to  7.8% — but  experts 
expect  vacancies  to  stay 
around  that  level.  Europe 
gets  no  sympathy  across  the 
pond  in  Manhattan,  though. 
There,  the  Midtown  rate 
stood  at  14.3%.  At  least  it's 
on  the  way  down,  from  16.4% 
the  year  before.  Stewart  Toy 


AFTERLIVES 


HER  CREDENTIALS:  EX  GUV 


FOFtMER   TEXAS  GOVERNOR 

Ann  Richards  has  joined  a 
high-powered  Washington  law 
fiiTTi — even  though  she's  not  a 
lawyer.  No  matter. 
She  is  a  big-bucks 
senior  adviser  at 
Verner,  Liipfert, 
Beinhard,  McPher- 
son  &  Hand,  help- 
ing corporate  cli- 
ents with  foreign 
problems.  That 
may  mean  deahng 
with  the  Mexican 
officials,  with  whom 
she  had  so  much  for  B.C. 
contact  before  her 
defeat  last  fall. 

Verner  Liipfert  is  going 
out  of  its  way  to  accommo- 
date Richards  by  opening  an 
office  in  Austin  for  her.  The 


RICHARDS:  Scout 

la  w  firm. 


legal  gig  ends  a  brief  fling 
with  advertising  for  Richai'ds, 
who  couldn't  be  reached  for 
comment.  Along  with  fomier 
New  York  Govern- 
or Mario  Cuomo, 
she  hawked  Doritos 
chips  in  a  short- 
lived campaign. 

The  law  firm  is 
a  Democratic  Par- 
ty haven,  having 
recently  hired  ex- 
Treasuiy  Secretary 
Lloyd  Bentsen,  ex- 
Senator  George 
Mitchell,  and  ex- 
Hawaii  Governor 
John  Waihee.  It  also  has  long 
ties  to  the  Lone  Star-  State: 
Two  of  its  partners  were  ad- 
visers to  President  Lyndon 
Johnson.    Gary  McWilliams 


DRAWN  &  QUARTERED 


mim  ADOPTS  MEW  RULES 


DRINKING  PROBLEMS 

SHOTS 

FOR  TOTS?  

TWO  BOOZE  FADS — ALCOHOL- 

laced  gelatin  desserts  and 
ready-made  cocktails  packed 
in  test  tubes — ai'e  drawing 
fire.  The  charge:  The  cheap 
novelty  products,  which  have 
as  much  alcohol  as  wine,  ap- 
peal to  underage  drinkers. 

Tumbler's  ar-e  a  version  of 
the  so-called  Jell-0  shots  that 
are  popular  in  Gener-ation  X 
bars.  Tumbler's  are  sold  in 
package  stores.  Another  con- 
cern is  the  kiddie  pricing  and 
packaging:  The  24-pr-oof  fi-uit- 
flavor-ed  gelatin  sells  for  about 
$1  in  the  same  single-ser-ve 
plastic  tubs  used  for  lunch- 
box  snacks.  Then  ther-e  are 
Tooters,  tubes  filled  with  30- 
pr"Oof,  neon-color'ed  cocktails. 

Mothers  Against  Drunk 


Driving  is  campaigni: 
against  the  products.  In  CI 
cago,  the  Reverend  Mich 
Pfleger;  a  neighbor-hood  i 
tivist,  is  leading  a  cr-usade 
demand  that  stores  near  1 
parish  stop  carrying  the 
Both  Tooter  Lingo  Lique 

I 


of  Cocoa  Beach,  Fla.,  a^ 
Tumblers   of  Georgeto\ 
Mass.,  insist  their  produc 
are  intended  and  mar-1 
for  adults  only.    Gr'eg  Bur 


THE  BIG  PICTURE 


2.0- 


L5 


1.2 


0.4 


ELECTION  WATCHDOG'S  BIGGER  BITE 


The  Federal  Election  Commissioi 
used  to  be  more  lapdog  than 
watchdog,  wasting  its  time  going 
after  tiny  infractions  such  as  a 
lawmaker  accepting  a  gift  of 
macadamia  nuts.  But  recently,  it 
began  focusing  on  bigger  cases. 
Result:  a  lighter  caseload  and 
rising  penalty  revenue.  In  1994, 1 
bagged  $550,000  from  Prudential 
Securities  for  using  corporate  re 
sources  to  generate  political  giftf 

DATA:  FEDERAL  ELECTION  COMMISSION 


TOTAL  CIVIL 
PENALTIES 

IILLIONS  OF 
DOLLARS 


'86 

'88       '90  '92 

'94 

174 

142      138  99 

113 

CASES  SEHLED 

FOOTNOTES  Existing-home  sales/30-year  fixed  mortgage  rate,  January,  '94:  234,000/7.1%.  January,  '95:  209,000/9.3% 


6  BUSINESS  WEEK  /  MARCH  20,  1995 


When  the  rush  was  on  to  introduce 
I  notebook  with  a  Pentium™  processor, 
Pexas  Instruments  decided  to  do  what 
)thers  thought  couldn't  be  done. 

We  created  a  notebool<  that  maximizes 
^entium  performance  by  integrating 
ullPCIbus  architecture  in  our  Texas 
nstruments  TravelMate  5000. 

And  for  flexible  connectivity,  we 
lesigned  a  way  to  allow  external  access 
rom  the  PCI  bus  to  the  latest  peripherals. 

It  was  a  challenge  we  addressed  for  two 
iimple  reasons:  to  give  users  true  desktop 
'entium  performance  for  faster  running 
oftware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhayiced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Window  95® 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there.  We 
added  a  second  lithium  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


75  MHz  Pentium,  processor  with  PCI  Bus 

10.  V  Active  MatriT  or  10.5"  Dual  Scan  displays 

8MB  mi  erpandable  to  32MB 

810  m.il.l.ion  bytes  ( =  772MB )  or  524  million 
bytes  (=500MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound 
internal  speaker  and  dual  mode  microphone 

Timj  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connectivity 


Warranty  may  vary  from  country  to  country.  Contact  your  local  TI  office  for  details.  Batteries  and  options  are  covered  by  a  one  year  limitei] 
warranty.'TravelMate  and  "Extending  Your  Reacli'  are  trademarlis  of  Texas  Instruments,  Windows  95  is  a  registered  trademarli  of  Microsoft 
Corporation  Pentium  is  a  trademark  and  llie  Intel  Inside  logo  a  registered  trademark  of  Intel  Corporation  *Dependingon  model,  ©  199.5 TI. 


EXTENDING     YOUR  REACH" 

Texas 
Instruments 


At  Haworth,  sitting  isn't  just  a  position. 


It's  a  better  way  of  working. 

That's  why  we  make  comfortable, 
flexible  seating  for  everybody  in  the  company. 

Chairs  for  the  biggest  boss.  The  middle- 
sized  manager.  The  diligent  mailroom  clerk. 
And  the  dignified  guest. 

Like  ergonomic  task  chairs  that  prevent 
fatigue.  Or  versatile  stacking  chairs  that  turn  any 
room  into  a  conference  room.  Then  there's  our 
supple  lounge  seating  that  makes  visitors  happy 
they  dropped  by.  And,  of  course,  beautifully 
upholstered  leather  executive  chairs  that  leave 
no  doubt  about  who's  in  charge. 

More  than  anything,  we  make  chairs 
that  put  people  at  ease.  Heighten  their  produc- 
tivity. And  then  support  them  tirelessly  in  their 
endless  hours  of  need. 


Call  for  our  free  seating 


catalog.  Because  work 


HAWOFTTH 

FURNITURE  Tl  lAT  WORKS'" 


shouldn't  be  a  labor.  1-800-344-2600. 


-<>- 
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LARRY  PRESSLER:  PLENTY 
SMART-AND  PLENTY  HONEST 

"Senator  Dangei^field?"  (News:  Analy- 
sis &  Commentaiy,  Feb.  27)  was  way 
off  the  mark.  I  have  known  Larry 
Pressler  (R-S.  D.)  since  the  day  he  came 
to  the  Senate  in  1979.  Those  of  us  who 
know  him  well  know  that  he  is  very 
bright  and,  indeed,  probably  one  of  the 
most  intellectual  membei-s  of  the  Senate. 

Howard  H.  Baker  Jr. 
Huntsville,  Tenn. 
Editor's  note:  The  writer  is  the  former 
Senate  Majority  Leader  and  was  Wiiite 
House  Chief  of  Staff  under  President 
Reagan. 

Lan-y  Pressler  may  get  no  respect, 
but  as  his  classmate  at  Harvard  Law 
School,  I  can  attest  that  he  is  plenty 
smart.  He  is  also  plenty  honest.  If  you 
review  your  ancient  files  on  Abscam, 
you  will  note  that  he  once  before  demon- 
strated singular  integi-ity.  This  virtue 
may  be  of  benefit  to  us  all,  as  his  Senate 
Commerce  Committee  looks  at  deregula- 
tion of  telecommunications.  With  so 
much  money  involved,  we  are  well 
served  by  this  honest  and  decent  man. 

Howard  M.  McCue  HI 
Chicago 

WHAT'S  WRONG  WITH 

MANAGED  CARE  

"Give  Medicare  a  strong  dose  of  man- 
aged care"  (News:  Analysis  &  Commen- 
taiy, Feb.  27)  and  "Managed  care  beats 
Medicare  any  day"  (Editorials,  Feb.  27) 
both  fail  to  mention  many  of  managed 
care's  pitfalls.  If  more  and  more  of  the 
elderly  are  forced  into  health-mainte- 
nance organizations,  the  HMOs  will  have 
to  find  another  way  to  hold  down,  costs, 
and  that  will  be  by  rationing  care. 

Dr.  Stephen  C.  Cohen 
President,  Physicians  Who  Care 
San  Antonio 

Mike  McNamee.  writing  on  Medicare 
and  its  problems,  would  do  well  to  read 
BUSINESS  WEEK.  Your  issue  of  June  27, 
1994,  had  a  long  story  on  the  woes  of 
FHP  International  Corp.  and  other  hmos 


("At  an  HMO  giant,  critical  questions^.. 
The  Coiporation).  It  included  a  secti4 
on  studies  by  the  Center  for  Health  p| 
icy  Research,  finding  that  seniors  wi 
depended  on  Medicare  received  hon 
care  superior  to  those  using  an  hmo.  r 
Many  of  us  stay  out  of  hmos  becau  & 
we  are  skeptical  about  the  claims  j, 
managed  care.  Denial  of  care  is  o 
good  way  to  cut  the  cost  of  care. 

Leshe  N.  Land  , 
Rye,  N. 


As  a  Medicare  recipient,  I  shoi 
state  that  Medicare  is  handled  by  i| 
telligent  representatives  who  deal  wil 
retirees  and  the  disabled  in  a  helpJ 
and  caring  system.  In  my  experienJ 
we  ai-e  not  treated  so  well  by  managel 
care  fii-ms  or  their  employees. 

Santa  M.  Sha^ 
New  Yo 

The  cheers  for  managed  competiti( 
present  only  part  of  the  story.  Healt 
care  costs  for  business  went  down  for 
variety  of  reasons  in  1994,  includii 
managed  competition,  cost-shifting 
employees  through  higher  co-paymen  p- 
and  deductibles,  and  a  continuing  d 
cline  in  the  number  of  employees  co 
ered  by  their  employers. 

In  my  inner-city  family  practice, 
regularly  see  uninsured  long-tenn  er 
ployees  of  major  corporations  who  a 
kept  at  part-tim.e  to  avoid  benefit  e 
penses.  Over  the  past  five  years,  t] 
proportion  of  Americans  with  priva 
employer-based  insurance  has  dropp( 
one  percentage  point  a  year,  to  on 
57%  in  1993. 

Dr.  Kenneth  B.  Fris 
MetroHealth  Clement  Center  f 
Family  Ca 
Clevelai 


THE  TRUTH 
ABOUT  EYEWASH 


In  a  perfectly  noimal  world,  your  wr 
er,  Mark  Maremont,  might  have  enten  mcci 
a  Boston  retail  outlet  last  week  ar 
found  a  12-ounce  container  of  Opti-Frc 
Disinfecting  Solution  for  $7.99  and  tw 
thirds  of  an  ounce  of  Opti-Free  Rewe 
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i/  MLfve  been  watching  the  "Sneaker 
L  Network"  for  too  long.  People  tun- 
ing from  machine  to  machine,  limiting 
roduaivit)'  and  efficiency  in  the  office. 

What  you  need  is  a  more  productive 
'Stem.  One  where  printing,  faxing,  copy- 
'.g  and  hling/scanning  are  all  managed 
trough  a  single  multi-function  digital  sys- 
m.  That's  the  kind  of  Total  Document 
lanagement  system  you  get  with  the 
anon  GP55  Series. 

Now,  an  entire  work  group  can  han- 
e  all  the  tasks  network  document  pro- 
•ssing  requires,  from  start  to  fimsh,  more 


productively  than  you  ever  thought  possi- 
ble. And  because  the  GP55  Series  can  co- 
exist with  desktop  and  centralized  com- 
puters, you  don't  have  to  alter  your  com- 
puting environment  just  to  make  your 
work  environment  more  productive.  Best 
of  all,  the  GP55  Series'  modular  design  lets 
you  configure  and  expand  your  Total 
Document  Management  system  to  meet 
your  needs  now  and  well  into  the  future. 

The  GP55  Series  is  just  one  of 
Canon's  digital  office  system  solutions  that 
will  raise  you  to  new  levels  of  produaivit}' 
todav  and  tomorrow. 


When  the  rest  say  \  ou  can't.  Canon 
says  vou  can.  For  more  information,  call 
1-800-OK-CANON. 


r 


I  Hi 


kV^M    Customer  i%  responsible  for  deKnnmuig  the  companbilir>'  with  their  systems.  Optitjnal  equipment  required.  Novell'  and  NetWare*  arc  registered 
^^1^^   trademarks  of  Nov  ell.  Inc.  TRIL  qualified  Tokai  Ring  Products  are  cemhed  tor  physical  mieroperabilm'  in  mulnvendor  en\'ironments. 
©1995  Qnon  U.S.A..  Inc. 
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A 1994  TAX  BREAK 


Save  taxes,  save  costs,  save  time  with  a  T.  Rowe  Price  SEP-IRA. 

A  complete,  yet  simple,  small-business  retirement  plan  that  lets  owners 
and  sole  proprietors  save  three  ways. 

1)  Save  on  1994  taxes  by  making  tax-deductible  contributions  up  to  15% 
of  compensation  or  $22,500  per  participant  (whichever  is  lower).  Any 
earnings  on  these  contributions  compound  tax-deferred  until  withdrawn. 

2)  Save  on  management  expenses  too.  All  of  our  mutual  funds  are  no 
load,  and  there  is  no  account  maintenance  fee  as  long  as  the  balance  in 
each  SEP-IRA  account  is  $5,000  or  more. 

3)  Save  time  setting  up  the  plan.  Administration  is  quick  and  easy,  and 
no  annual  IRS  filing  is  necessary.  It's  not  too  late  to  save  on  1994  taxes 
with  a  T.  Rowe  Price  SEP-IRA.  Call  today  for  your  free  kit. 


Call  for  a  free  SEP-IRA  Information  Kit 


1-800-831-1409 


hiiv^t  With  Coiifideiii 

T.RoweR-ice 


Or  your  tax-tiling  dfadline.  Request  a  prospectus  with  more  complete  information,  including  management  fees  and 
)ther  charges  and  expenses.  Read  it  carefully  before  you  invest  or  send  money 

r.  Rowe  Price  Investment  Services,  Inc.,  Distributor  ski'oj'^hki 


NATIONAL     C  t;  N  T  E  R      for      H  A  M  I  L  Y  LITERACY' 


One  in  five  American  .idulls 
c.innot  rc.id  well  cnDiiijh  to 
underst.ind  tins  jd. 

That's  why  the  National 
Center  for  haniilv  Literacy 
IS  currcntU  behind  liter.icv 
pnii^rains    lor    tamilics  in 


Suite  200-B,  325  West 
N4ain  Street,  Louisville, 
Kentuck)  40202-4251.  for 
information  on  how  to  sup- 
port f^imily  literacy.  Or  call 
:  (502)  584-1133  e.xt.  33. 
If  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1  ,()0(^  comniunities 
.icross  America.  But  there  is 
much  more  we  need  to  do. 


We  urge  you  to  write  the 
N.itional  (Center  for  Lamily 
Literacv,  Waterfront  Plaza, 


achieve  full  literacy, 
then  we  can 
achieve  anything. 


\\'\    \K1   (.KMini    lO  llllsl'IIMIi  M  ION  I  OK  M  ipt'Ok  I   I N  I'K  IN  1  IN( ,  li  lis  Al ) 


CORRECTIONS  &  CURIFiCATIONS 

"Reviewing  Pilgrim's  progress"  (Readers 
Report,  Feb.  20),  in  examining  the  record  of 
Pilgrim  Group,  should  have  said  that  Pil- 
grim IVIagnaCap  Fund,  a  growth-and-income 
fund,  outperformed  the  25  largest  stock 
funds  last  year  and  has  risen  in  15  of  the 
past  16  years. 

"Tax  planning:  Better  not  wait  on  Congress" 
(Personal  Business,  Feb.  6)  should  have 
identified  accountant  Carl  Duyck's  firm  as 
Price  Waterhouse. 


ting  Drops  at  $5.99.  Instead,  Maremoni 
walked  into  his  favorite  store  and  founc 
both  products  at  $6.99.  He  then  found  £ 
consultant  who  called  this  "sneaky  mar- 
keting." Throw  in  a  clever  headlim 
("Eyeway  robbery?"  News:  Analysis  & 
Commentary,  Feb.  27),  and  Maremont 
had  exposed  the  rascals  to  the  world. 

The  truth  of  the  matter  is  that  i 
costs  roughly  thi'ee-quarters  as  much, 
under  stringent  sterile-manufacturinj 
requirements,  to  make  the  smaller  bottl 
as  it  does  the  larger  one.  This  is,  ii 
tiuTi,  properly  reflected  in  oiu-  prices  fc 
the  trade.  The  further  truth  is  that 
many  retailers  discount  the  12-ounce 
Opti-Free  Disinfecting  Solution  because 
it  is  a  high-volume  seller  and  biulds  traf- 
fic. Sometimes,  they  also  take  a  larger- 
than-noiTnal  margin  on  the  slower-mov 
ing  Rewetting  Drops.  Surely  you  an 
aware  that  these  decisions  ai-e  complete- 
ly beyond  the  manufactui'er's  control. 

E.  H.  Schollmaiei 
President  &  CEC 
Alcon  Laboratories  Inc, 
Fort  Worth 
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jnametngconpm 

con  awards™  dinner 


(he  editors  and 

1)1  i slier  of 
marketing  computers 


nia^axine 


invite  you  to  the 


First  Annual 

Icon  Awards 
Presentation 

Awards  will  be  for  the 
Best  in  High-Tech 
Advertising  and 
Marketing  Communications 

Thursday,  April  6th,  1995 

The  Fashion  Center,  699  Eighth  Street 

San  Francisco,  CA 

5:30  pm  -  Cocktails 

6:30  pm  -  Dinner  and  Awards 

Business  Week  will  award  a 
$10,000  prize  for  the  Best  of  Show. 


Host  and  Guest  Presenter 

Penn  Jillette 

of  Penn  and  Teller 

$100  per  seat 
$1000  for  table  of  10 

Call  212-536-6588 

for  more  information. 
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THE  NEW  RULES 

HOW  TO  SUCCEED  IN  TODAY'S  POST-CORPORATE  WORLD 

By  John  P.  Kotter 

Free  Press  •  239pp  •  $25 


THUMBING  THEIR  NOSES 
AT  CORPORATE  AMERICA 


It  will  suiiDiise  no  one  that  the  Har- 
vai-d  Business  School's  Class  of  1974 
is  doing  just  fine.  Most  gi'ads  are 
senior  executives  or  entrepreneurs. 
Theii'  median  income  is  a  quarter-million 
dollars,  and  the  typical  class  member 
is  likely  to  retire  with  a  net  worth  of  S8 
million.  The  vast  majority  express  satis- 
faction, even  enthusiasm,  for  both  work 
and  family. 

So,  fine.  The  world  has  another  800 
rich,  happy  MBAs.  The 
stunner  is  this:  These 
captains  of  industiy  have 
lai'gely  abandoned  Coipo- 
rate  America.  The^re  rel- 
atively anonymous  exec- 
utives helping  to  run 
startups,  or  consultants 
behind  the  scenes  of  cor- 
porate restincturings,  or 
investment  bankere  snag- 
ging their  3'7c  fees  to 
engineer  mergers  and 
acquisitions. 

The  New  Rules:  Hotc 
to  Succeed  in  Today's 
Post-Corporate  World  re- 
veals and  attempts  to  come  to  terms 
with  the  dramatic  disaffection  that  these 
people,  ostensibly  the  nation's  best  and 
brightest,  feel  for  big-company  careers. 
Harvard  Professor  John  P.  Kotter,  a 
thinker  on  business  leadership  and  cor- 
porate culture,  has  spent  two  decades 
tracking  the  careers  of  115  members  of 
the  Class  of  '74.  His  findings,  which  mir- 
ror the  competitive  decUne  of  Big  Busi- 
ness, ai'e  disturbing. 

In  1992,  18  years  after  gi'aduation, 
just  'ZS'^/'c  of  Kotter's  HBs  alums  had  jobs 
at  companies  employing  10,000  or  more. 
Most  had  spumed  manufactuiing  opera- 
tions for  the  semce  sector  and  the  over- 
whelming majority  worked  for  small  em- 
ployers— those  with  1,000  workers  or 
less.  Entrepreneui^s  alone  accounted  for 
more  than  40^^  of  the  class. 


This,  as  Kotter  notes,  fi'om  a  school 
built  and  lai'gely  sustained  by  big  compa- 
nies. The  buildings  at  Haivai'd  beai-  such 
names  as  Aldrich,  Ki-esge,  Mellon,  and 
Morgan;  the  pinstriped  descendants  of 
those  corporate  titans  flood  the  campus 
eveiy  year  with  guest  speakei-s  and  re- 
cruiters. "For  decades,  the  press  has 
talked  about  HBS  mbas  as  if  they  were 
captains  of  ocean  liners  or  aircraft  car- 
riers," Kotter  w^ites. 

Cleaiiy,  that's  no  long- 
er where  the  action  is.  By 
1991,  average  compensa- 
tion for  '74  gi-ads  in  small 
business  w^as  $450,000— 
neai'ly  double  that  of  their 
mecUum-  and  big-business 
counterparts.  Moreover, 
smaU-business  executives 
and  entrepreneurs  had 
more  autonomy  and  rela- 
tive power  within  their  or- 
ganizations, judging  by  the 
number  of  CEOs,  coos,  and 
chairmen  among  them. 

A  sizable  chunk  of  the 
Class  of  '74 — 36%,  accord- 
ing to  Kottei" — started  out  in  the  big 
corporations.  But  many  of  them  fled 
Coiporate  America  in  fnjstration.  "I  ab- 
solutely hated  it,"  reports  one  alum 
whose  first  job  was  with  IBM.  "In  a 
sense,  I  was  a  squai'e  peg,  and  they 
only  had  round  holes."  Big  employers, 
these  graduates  found,  were  less  likely 
to  accept  creative  thinking  and  radical 
solutions,  which  stultified  able  managers. 
At  the  .same  time,  buffeted  by  new  com- 
petition in  a  global  marketplace,  such 
companies  could  no  longer  offer  the  sta- 
ble, secure  career  track  earlier  genera- 
tions of  business  grads  had  enjoyed. 

If  Kotter  had  stopped  here,  he  would 
have  had  a  veiy  impressive,  if  unscien- 
tific, academic  paper.  Instead,  he  opted 
to  produce  a  book.  This  was  a  mistake. 
By  inflating  his  20  pages  of  substance  to 


The  Neiv  Rules '  239,  he  leaps  fi-om  tha 
startling  to  the  mundane.  What  begina 
as  an  intriguing,  original  investigation 
■devolves  into  a  catalog  of  managemen| 
truisms. 

Kotter  attempts  to  turn  the  experil 
ence  of  the  Class  of  '74  into  a  new  catel 
chism  for  business  survival.  To  witi 
"Success  at  work  today  requires  capital! 
izing  on  the  opportunities  available  ill 
the  faster-mo\ing  and  more  competitive 
business  enwonm.ent  that  is  mostly  the 
product  of  globalization  while  avoiding 
the  many  hazards  inJierent  in  such  ai 
environment." 

Well,  yes — but  w-e  knew  that.  Anc 
the  other  "new-  niles"  ai-en't  much  mon 
enlightening.  Small  and  entrepreneuria 
will  be  more  successful  than  big  anc 
bureaucratic,  Kotter  tells  us.  Consul' 
tants  and  deaimakei-s  will  do  really  well 
Leadership  will  best  good  management 
And  this  pearl:  "Effective  competitioi 
requires  many  things,  especially  higl 
standards  and  a  strong  desire  to  w-in." 

It's  not  that  Kotter  is  WTong.  His  vi^ 
sion  of  a  workplace  undergoing  catacly^ 
mic  change  is  dead-on.  The  dislocating 
effects  of  global  competition  are  evil 
denced  daily  by  news  of  restructuiingi 
and  layoffs.  For  years,  managers  an« 
then-  employees  alike  have  scrambled  u 
remain  relevant;  those  w^ho  succeed  tenc 
to  be  the  flexible,  creative  sorts  wh' 
manage  their-  cai-eei"s,  keep  leaiTiing,  anc' 
take  advantage  of  new  opportunities. 

Kotter's  analysis  of  such  dynamisn 
is  extraordinarily  famihar.  At  the  sam< 
time,  his  portraits  of  these  115  ven 
successful  businesspeople  are  flat,  lack 
ing  both  detail  and  a  human  feel.  I 
doesn't  help  that  the  alums'  names  an 
disguised.  And  a  plea  at  the  book's  con 
elusion  for  better  education  in  the  U.  S 
comes  out  of  the  blue.  It  adds  nothing 

A  more  important  question,  mean 
while,  goes  largely  unanswered.  If  al 
of  Harvard's  management  talent  is  rush 
ing  to  start  companies  and  consult 
w'ho's  left  minding  the  Big  Business 
store?  Visionless,  uncreative  bureau 
crats?  Whaiton  gi-ads?  Futui-e  Americai 
competitiveness  will  depend  as  much  oi 
Corporate  America's  ability  to  gener 
ate  leaders  as  on  the  persistence  of  en 
trepreneurship.  Perhaps  the  U.S.  wil 
do  better  with  the  Class  of  '94. 

BY  KEITH  H.  HAMMOND: 

Hammonds,  a  Harvard  MBA,  wrob 
our  Cover  Stor-y,  "Rethinking  Work." 


f 


TALES  OF  DISAFFECTED  HARVARD  MBAs  DON'T 
ADD  UP  TO  A  CATECHISM  FOR  BUSINESS  SURVIVAL 
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Was  he 


Of  course,  no  one  ever  apologized  just  to  get 


A^A       CITIBAN^^  spend*  And  if  getting  miles 

A  A 


niles.  But  when  you  do,  use  the 
citibank  AAdvantage-  card  and  you'il 
Barn  one  AAdvantage  mile  on 
^merican  Airlines®  for  every  dollar 


ysli^dvantage*- 


^128  0Di2  3^5b  ISSQ.., 


gives  you  an  added  incentive  to 
do  the  right  thing,  we're  all  for  it. 
The  Citibank  AAdvantage 


"J     card.  To  apply,  call  I-800TLY-4444. 


or  was  it  the  miles? 


he  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvaritage  card  is  60.000  miles  per  calendar  year  Amencan  Airlines /^^dvantage  Platinum*  and /^Advantage  Gold''  members  are  excluded  from  this  limit 
lerican  Airlines.  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registened  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and 
fecial  offers  at  any  time  without  notce.  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N,  A.  ©  1 995  Citibank  (South  Dakota).  N  A  Member  FDIC 


FUT'OUT  £A/raPRI5E-V/iDE  THIA/G, 


The  Bigger. 


Introducing  Solstice'I  It's  the  single  solution  for  managing  all  your  systems  and  your  whole  network, 
too.  No  matter  how  big,  gnarly,  or  heterogeneous  the  whole  thing  gets.  Unlike  the  competition.  Solstice 
gives  you  fully-integrated  system  and  network  management.  From  PCs  to  routers  all  the  way  to  the  data 
center.  And  Solstice  is  fully  scalable,  from  a  few  nodes  up  to  tens  of  thousands  worldwide.  It  works  with 


©1995  Sun  Micfosyslems,  !nc  Sun,  the  Sun  logo,  SunSoft,  Solstice  and  Solans  are  trademarks  of  Sun  Microsystems,  Inc  All  other  trademarks  are  property  of  their  respective  owners 


3rs. 
■ 


The  Better 


your  existing  hardware  and  software,  which  is  just  one  way  it  lowers  your  operating  costs.  And  best 
of  all,  Solstice  actually  exists.  Right  now.  Find  out  more.  Call  1  - 800-SUNSOFT, 
or  see  us  on  the  Internet  at  http://www.sun.conn/sunsoft/  And  do  it  soon.  Before 
the  whole  enterprise  gets  the  better  of  you.    SunSoft  Software  Products  The  Network  is  the  Computer' 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

IBM'S  BUTTERFLY 
IS  A  BEAUT 


Subnotebook  computers 
embody  Mies  Van  Der 
Robe's  design  dictum 
that  "less  is  more."  But 
while  these  diminutive  ma- 
chines have  grown  smaller, 
faster,  and  lighter,  the  hu- 
man hand  has  resolutely  re- 
fused to  shrink.  The  frequent 
result:  great  big  hands  that 
have  to  fumble 
ai'ound  tiny  little  key- 
boards. 

Now,  IBM,  a  com- 
pany not  noted  for  PC 
innovation  in  recent 
years,  has  come  to 
the  rescue  with  the 
ThinkPad  701C.  True 
to  the  notebook's  de- 
velopment code 
name  of  "Butter- 
fly," an  ingenious 
cam  mechanism 
causes  the  two- 
piece  keyboard  to 
slide  outward  and  snap  to- 
gether along  a  zigzag  line  as 
the  case  is  opened.  The  re- 
sult is  an  llJ^-inch-wide  key- 
board with  full-sized  regular 
keys  and  oversized  enter, 
shift,  and  backspace.  Except 
for  the  lack  of  a  separate 
number  pad,  the  keyboard  is 
nearly  a  match  for  a  desk- 
top unit. 

SHORT  ON  PORTS.  Impres- 
sive as  this  is,  the  ThinkPad 
701C  is  no  one-trick  Butter- 
fly. At  3.7  pounds,  it  is  light 
even  by  subnotebook  stan- 
dards. The  unit  includes 
built-in  stereo  sound,  best 
appreciated  through  head- 
phones. A  14,400-bit-per-sec- 
ond  data  and  fax  modem  is 
built  in,  leaving  two  credit- 
card-style  slots  free  for  other 
accessories,  even  while  the 
modem  is  in  use. 

The  eraser-like  Track- 
Point,  standard  on  all  Think- 


Pads, remains  my  favorite 
laptop  mouse  substitute.  And 
the  computer  is  fast.  Even 
though  my  test  unit  was 
powered  by  a  relatively  slow 
50-megahertz  486DX2,  the 
Butterfly  felt  like  one  of 
the  quickest  laptops  I've 
ever  used,  which  is  appar- 
ently thanks  to  efficient  soft- 


WIDE  RECEIVER 

Thanks  to  an 
ingenious  cam 
arrangement,  the 
ThinkPad  70 IC 
packs  a  full-size 
keyboard 


ware  and  a  fast  disk  drive. 

The  perfect  laptop  has  yet 
to  be  built,  of  course,  and 
the  ThinkPad  701C  has  its 
share  of  compromises  and 
faults.  To  get  maximum  func- 
tion into  a  minimal  foiTn,  ibm 
skimped  on  extenial  connec- 
tors. The  unit  has  one  exter- 
nal port  to  hook  up  either  a 
3/{>-inch  floppy-disk  drive  or, 
wdth  a  special  cable,  a  print- 
er. Getting  a  full  complement 
of  ports — including  connec- 
tors for  a  printer-  and  a  stan- 
dard mouse,  keyboard,  and 
monitor — requires  the  user 
to  plug  in  a  2-inch-wide  de- 


vice called  the  MultiPort. 
The  MultiPort  also  features 
a  fold-down  prop  that  rais- 
es the  back  of  the  unit  by 
about  ''A  inch  for  more  com- 
fortable typing. 

The  least  expensive  But- 
tei-fly  lists  at  about  $3,800, 
with  a  passive-matrix  color 
screen  and  a  360-megabyte 
hard  drive.  The  screen  is  a 
big  52  square  inches,  but  I 
found  the  passive-matrix  ac- 
ceptable— not  great.  The  col- 
ors were  a  bit  washed  out 
and  the  adjustment  options 
were  too  nan-ow.  The  top-of- 
the-line  model,  which  comes 
with  an  active-matrix  color 
display  and  a  540-MB  hard 
drive,  costs  $5650. 

To  be  able  to 
claim    a  maxi- 
mum batteiy  life 
of  seven  hours, 
the  ThinkPad 
70 IC  comes  with 
power-manage- 
ment settings 
that  make  it  ex- 
tremely incon- 
venient to  use. 
The  screen  blanks  after  15 
seconds  of  inactivity  and  the 
machine  shuts  down  after  a 
minute.  With  more  reason- 
able settings,  I  found  that 
battery  life  was  closer  to 
three  to  four  hours. 

IBM  (800  772-2227)  should 
have  lavished  as  much 
care  on  the  generous  se- 
lection of  preinstalled  soft- 
ware as  it  did  on  design.  For 
example,  the  inclusion  of  a 
copy  of  cc:Mail  Mobile  is  a 
nice  touch  for  anyone  who 
uses  the  popular  Lotus  De- 
velopment E-mail  system. 
But  it  was  set  up  for  both 
the  wrong  communications 
port  and  the  wrong  modem. 

These,  however,  are  quib- 
bles and  are  more  than  com- 
pensated for  by  trailblazing 
design.  In  a  field  that  al- 
ready includes  such  innova- 
tive subnotebooks  as  the 
Digital  Equipment  Corp.  Hi- 
Note  and  Hewlett-Packard 
Co.'s  OmniBook  600C,  the 
ThinkPad  70 IC  has  earned 
a  place  at  the  front  of  the 
pack. 


BULLETIN  BOARD 


TELECOM 
EURO-READY  MODEMS 

Travelers  who  take  their  lap- 
tops abroad  may  be  breaking 
the  law  whenever  they  plug 
modems  into  the  local  phone 
system.  And  while  the  chanc- 
es of  legal  hassles  are  slight, 
a  modem  designed  for  U.S. 
phones  may  have  problems  on 
foreign  systems. 


TDK  Systems  (916  478- 
8421),  best  known  in  the  U.  S. 
for  magnetic  tapes  and  disks, 
offers  a  solution.  Its  V.34 
Euro-Class  credit-card-style 
fax  modem  offers  28,400-bit- 
per-second  data  transmis- 
sions and  meets  telephone 
system  requirements  in  all 
major  industrial  countries,  tdk 
expects  that  the  modem,  due 
out  this  spring,  will  carry  a 
list  price  of  about  $550,  $50 
or  so  more  than  the  North 
American  version. 

CD-ROM 
THE  IRS'  GREATEST  HITS 

Consider  a  user  interface  de- 
signed by  the  folks  who 
brought  you  the  Form  1040. 
That's  what  you  get  with  the 
Internal  Revenue  Service's 
1994  Tax  Forms  cd-rom  (202 
512-1800).  Installing  the  $29 
CD  on  a  PC  or  Mac  requires  you  u 
to  ignore  the  printed  instruc-«| 
tions  and  figure  out  how  to  do 
it  on  your  own.  But  it  may  be  < 
worth  the  trouble  for  libraries 
and  tax  practitioners:  The  disk 
uses  Adobe  Acrobat  technolo- 
gy to  print  flawless  copies  of 
all  IRS  forms  and  instructions. 
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QUESTIONS?  GOMMENTS?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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Our  basic  principle  for  retirement  planning: 
no  two  couples  are  alike. 


Everyone  thinks  about  retiring.  And  while  we  all  have  different  plans,  Lincoln  Life  is  a  life  insurance 
company  with  90  years  of  expertise  in  financial  planning  to  help  you  meet  your  goals. 

Our  agents  can  develop  a  comprehensive  retirement  plan  for  you  from  a  broad  range  of  pension  plans 
and  individual  annuities.  That's  the  kind  of  personal  attention  which  has  made  us  a  leader  in  pension  plans 
and  the  number  one  issuer  of  individual  annuities  in  America  for  three  years  in  a  row.*  Honest  answers, 
straight  talk,  real  compassion.  Those  were  Lincoln's  values.  And  that's  what  you'll  get  from  Lincoln  Life 
today.  And  long  after  you've  retired. 


'Best's  Review,  Nov.  1992  and  1993,  Oct.  1994  for  years  1991,  1992.  1993 
@1994  Lincoln  National  Life  Insurance  Co.,  Fort  Wayne,  Indiana  46801 


WHEN 

AUSTRAIiIA 

needed  a /leif^ 

telephone  system, 

we  told  them  to 

look  elsewhere. 

\\'liat?Ar(' we  mad?  A  iiHiltiniillioiulollar  oi-  (licawn  forbid)  a  coii^lonuTatc.  We're  a 

contract  and  \vc  tell  tliein  to  look  elsewhere?  Federation.   Far  I'roni  eharoiny  about  the 

We  did.  And  no,  we'i'e  not  mad.  world  taking  over  all  and  snndi'v  we  prefer 

We  ai-e,  on   tlu'  other  hand,  a   little  to  work  alon<^si(k'  like-minded  pai'tnei's. 
diff(i-ent   from  your  excryday.  run  of  the  People  with  intimati'  local  knowledoe 

iinli  teleconunnnieations  company.  and  local  experience  who  can  implement  a 

We'i'c  not  a  multinational,  a  coi'poration  truly  local  solution. 


So,  when  the  Australians  asked  us  to 
look  at  developing  a  second  telephone 
network,  they  found  that  our  jiartners  had 
already  solved  many  of  the  problems  bel'ore. 

Mercury  in  the  UK,  for  exam})le,  had 
already  led  the  way  by  establishing  a  second 
national  network  in  the  most  liberalised 
telecom  environment  in  the  world. 


Tele  2  in  Sweden,  was  alivady  inxoKcd 
in  a  similar  project.  Hoth  were  able  to  share 
their  knowledge,  their  technology  and  even 
some  of  their  key  staff  with  our  friends  down 
under.  IDC  in  Ja])an  also  offered  valuable 
experience  setting  up  international  services. 
They  too  were  al)le  to  help  out. 


In  facl  llie  Australians  I'ountl  themselves 
with  a  worldwide  resource  to  get  them  going. 

And  now.  twf)  years  aftc-r  it  was  fn"st 
launched.  Optus  C  onununicalions  has  o\w 
1.2  million  customers. 

If  you  would  like  to  know  more  call  us 
on  1  -  800 -!)()9- 9998. 

Don't  bother  to  look  elsewhere. 


THE  CABLE  &  WIRELESS  federation 

An  alliance  of  the  world's  most  creative  communications  companies. 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


THE  TRUMPED-UP  CASE 
AGAINST  DAMAGE  AWARDS 


I 


TORT  WARS: 

Product- 
liability  and 
malpractice 
suits  aren't 
clogging  the 
courts,  so  why 
rob  consumers 
of  what  sparse 
protections 
they  have? 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


The  House  will  shortly  send  to  the  Sen- 
ate the  toit-refoiTn  element  of  Speaker 
Newt  Gingiich's  Contract  With  Amer- 
ica. This  is  the  latest  effort  in  a  long  cru- 
sade based  on  a  supposed  crisis  of  product- 
liability  cases  and  other  tort  claims  clogging 
courts,  reducing  profit  margins,  increasing  in- 
surance costs,  ennching  lawyers,  and  other- 
wise retarding  cominerce. 

This  particular  measure  would  have  the 
federal  government  preempt  state  standards 
for  tort  law — a  bizai're  posture  foi'  a  party 
committed  to  limiting  the  federal  role  and 
restoring  states'  rights.  Specifically,  it  would 
overtm-n  the  "strict  liability"  nile  that  is  now 
the  standard  in  46  states,  making  it  far  more 
difficult  foi'  injured  consumei-s  and  businesses 
to  prove  negligence  and  collect  damages. 

The  measure — actually  three  different 
bills — would  also  dilute  several  long-standing 
common-law  doctrines,  including  the  seller's 
duty  to  warn  a  buyer  of  product  defects  and 
the  buyer's  right  to  hold  the  seller  accoimtable 
for  implied  warranties.  It  would  also  cap  pu- 
nitive damages  and  "noneconomic"  damages  at 
$250,000,  or  three  times  compensatoiy  dam- 
ages, whichever  is  larger.  A  "loser  pays"  rule 
would  require  unsuccessful  litigants  to  pay 
defendants'  court  costs.  Yet  another  provi- 
sion would  limit  lawsuits  in  securities  cases 
where  investors  had  been  given  misleading  fi- 
nancial information. 

VOODOO  STATS.  If  there  wei-e  truly  an  ex- 
plosion of  litigation,  these  radical  changes 
might  be  worth  taking  seriously.  But  several 
studies  show  that  this  claim  is  largely 
trumped  up.  In  1992,  tort  cases  accounted 
foi'  only  9%  of  the  civil  caseload,  and  product- 
liability  cases  were  just  4%  of  tort  filings.  In 
other  words,  such  cases  made  uj)  only  0.36% 
of  all  lawsuits,  according  to  the  National  Cen- 
ter for  State  Courts.  Excluding  asbestos, 
something  of  a  onetime  special  case,  prod- 
uct-liability actions  in  federal  couit  have  fall- 
en 36%  since  1985,  Legal  Times  reports. 
What's  gi-owing  are  ordinary  business  and 
l)ersonal  lawsuits  involving  disputes  over  con- 
tracts, patent  claims,  real  estate,  domestic 
relations,  and  so  on. 

The  would-be  refoitners  claim  that  product- 
liability  cases  co.st  business  more  than  $100 
billion  a  year.  But  the  National  Association  of 
Insur-ance  Commissioners  puts  the  figure  at 
about  $4  billion,  which  includes  all  insurance 
premiums,  legal  fees,  and  damages  collected. 


The  claim  that  runaway  juiies  order  exor 
bitant  damages  is  also  off  the  mark.  Between 
1965  and  1990,  punitive  damages  were  award- 
ed in  just  353  product-liabihty  cases  nation- 
wide, of  which  91  were  asbestos  cases.  In  re- 
cent years,  the  fraction  of  cases  won  by 
plaintiffs  has  actually  been  declining. 

Another  grossly  inflated  crisis  is  medical 
malpractice  awards.  Medical  malpi-actice  insur- 
ance amounts  to  less  than  1%  of  U.  S.  health 
costs,  and  actual  awards  equal  about  thi-ee 
tenths  of  one  percent  of  the  nation's  total 
health  bill.  The  claim  that  doctors  are  forced 
to  practice  "defensive  medicine"  is  also  a  ca- 
nard. A  study  by  the  Office  of  Technology 
Assessment  found  that  less  than  8%  of  diag- 
nostic procedui'es  were  performed  even  part- 
ly out  of  concern  for  malpractice  liability. 
OWN  WORST  ENEMY?  One  could  argue,  mean- 
while, that  regulation  heads  off  a  lot  of  litiga- 
tion, since  it  keeps  countless  unsafe  products 
from  reaching  the  market.  Had  Exxon  Corp. 
not  opposed  regulations  mandating  stronger 
hulls  for  its  tankers,  it  might  never  have  suf- 
fered the  Valdez  oil  spill  and  the  attendant 
damage  award.  But  the  same  sponsors  of  the 
Contract  With  Ajiierica  who  are  undermining 
common-law  remedies  with  one  hand  are  bent 
on  dismantling  regulation  with  the  other. 

Although  federal  regulatory  agencies  try 
to  keep  unsafe  products  from  the  market 
place,  they  do  not  always  succeed.  Some  of 
the  most  notorious  injuiy  cases  sprang  from 
private  lawsuits,  not  ft"om  regulatory  scixitiny. 
These  include  the  exploding  Pinto  gas  tank, 
the  Dalkon  Shield  contraceptive  device  (which 
rendered  some  women  infertile),  and  the  high- 
absoi'bency  tampons  linked  to  toxic-shock  syn- 
drome. The  proposed  contract  would  give 
drug  manufactui'ei's  blanket  protection  from 
htigation  if  their  j^roducts  had  been  approved 
by  the  Food  &  Ding  Administration,  even  if 
the  manufactm-er  had  withheld  material  infor- 
mation to  secure  that  approval. 

In  the  U.  S.,  the  couits  ar-e  the  only  system 
of  victim  compensation  for  product  injuries. 
The  common  law  complements  regulatory 
safeguards  by  awarding  damages  and  thus 
deterring  dangerous  products.  Conservative 
legal  scholars  have  long  ai'gTied  that  legislat- 
ed regulation  was  redundant  and  inefficient, 
because  persons  claiming  injury  could  rely 
on  the  common  law.  Now,  the  same  people 
want  to  use  legislation  to  counteimand  judg 
es  and  juries. 
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The  benefit  of  technolog}' 
is  not  teclinology. 

ion't  care  about  hunks  of  hardware, 
modem  speeds 
or  which  plug  goes  where. 
Computers  should  work  together 


That's  the  price  of  entry. 


When  computers  work  together 


people  work  together 


'  Information  doesn't  circle  around 


error  commands 


it's  not  just  about  what  the 


computers  can  do 


It's  about  what  the  people  can  d^ 


Macintosh  Compatibility 


Macintosli:  the  computer  tiiat  fits  in.  Apple  Macintosii  com- 
puters are  now  more  compatible  than  ever  with  virtually 
any  computing  environment.  In  fact,  the  Power  Macintosli 
()100/(i(i  f)()S  Compatible  kis  botli  a  f'owerPC  chip  and  a  486 
DX2/(i6  chip  inside.  With  {)ne  touch  of  a  l\ey,  vou  can  switch 
from  the  Mac'  OS  to  Windows -or  DOS -and  bacl\  again, 
l-lvery  .Macintosh  comes  with  sophisticated  nehvorking  capa- 
bilities built  in,  making  it  e;isy  to  add  to  an  existing  network, 
whether  it  consists  of  PCs  running  DOS,  Windows  or  OS/2,  or 
even  [iNiX  workstations.  And  every  Power  Macintosh  can  mil 
DOS  and  Windows  softwai'e  with  the  aid  of  a  program  called 
SoftWindows/'  So  you  never  have  to  worry  about  sacrificing 
your  software  investment. 

Macintosh:  the  computer  that  stands  out.  At  the  heart  of 
Power  Mac  beats  the  revolutionary  RISC-based  PowerPC 
microprocessor.  It's  so  fast,  in  fact,  that  popular  business  and 
grapliics  ap|")lications  optimized  for  PowerPC  run  two  to 
eiglit  times  faster  than  they  ran  on  any  previous  Macintosh. 
Providing  the  horsepower  needed  to  do  real-time  videocon- 
ferencing, sophisticated  multimedia  and  other  emerging 
technologies.  The  kind  of  horsepower  that  moved  PC  Week  to 
recentiv  write,"The  speed  of  the  PowerPC  processor,  coupled 
with  Windows  coinpatiliility,  is  a  compelling  reason  for  some 
customers  to  move  Ironi  a  I'C  to  a  .Macintosh  platform'."' 


Macintosh:  the  computer  with  the  competitive  edge.  In  a 

stud)  by  Arthur  D.  Little,  Macintosh  users  completed  a  set  of 
business  computing  t;isks  in  44'Vi  less  time  than  a  comparable 
group  of  P(]  users  running  Windows  took  to  do  the  same  t:isks: 
So  companies  adojiting  I'ower  .Macintosh  computers  for  real 
lienehts  today  will  alsii  bud  they  have  a  competitive  edge 
tomorrow',  translated  into  lower  tniining  and  sup|iort  costs  ;is 
well  :ls  tlie  abilit)-  to  do  jobs  in-house  tliat  were  once  farmed 
)Ut.  Since  Apple  has  always  been  a  leader  in  the  development 
it  sound,  graphics,  animation  and  video,  advanced  technolo- 
■les  such  as  multimedia  and  3-D  graphics  are  easier  to  do  on 
a  Mac.  And  since  we're  committed  to  compatibility  with  multi- 
ple computing  environments,  the  benehts  of  Macintosh  can 
e.\tend  tlirougliout  :iny  company 

Talk  to  your  information  systems  people.  Ask  tliem  how 
.Macintosh  can  ht  into  vour  network.  Or  feel  free  to  contact 
us  via  the  Internet  at  http:/Av™.info.apple. com.  We'd  like  to 
show  you  how  Apple  coni|uiters  are  working  for  other  compa- 
nies, because  we  can't  imagine  a  better  way  to  demonstrate 
the  power  of  Macintosh. The  power  that  fits  in  and  staiuLs  out. 
The  power  to  be  your  liest. 


Apple 
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Economic  Trends 


BY  GENE  KORETZ 

WHY  INCOMES 
GREW  LESS  EQUAL 

Fluctuating  earnings  are  a  culprit 

Perhaps  the  most  worrisome  trend 
in  U.  S.  labor  markets  in  recent 
decades  has  been  a  dramatic  widening 
in  the  distribution  of  earnings,  as  some 
people's  incomes  soared  while  many 
more  lost  ground.  Most  economists  have 
attributed  this  rise  in  earnings  inequal- 
ity to  such  developments  as  gi'eater  glo- 
bal competition,  shifts  in  the  economy 
favoring  technological  skills,  and  the 
waning  power  of  unions. 

A  study  by  economists  Peter  Gotts- 
chalk  of  Boston  College  and  Robert 
Moffitt  of  Brown  University  in  the  lat- 
est issue  of  Brookings  Papers  on  Eco- 
nomic Activity  adds  a  key  element  to 
the  equation:  rising  eaiTiings  instability. 
The  study  compai-es  individual  earnings 
histories  over  the  1970s  and  1980s  of 
representative  samples  of  white  male 
heads  of  households,  a  group  noted  for 
relative  wage  stability.  It  finds  not  only 
that  the  wage  gaps  between  individuals 

EARNINGS  INSTABILITY:  irS  NOT 
JUST  LOW-INCOME  WORKERS 


RISE  IN  VARIABILITY  OF 
ANNUAL  EARNINGS 
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widened  by  about  40%  in  the  1980s  but 
also  that  the  degree  to  which  a  per- 
son's wages  varies  from  year  to  year 
increased  markedly  through  the  decade. 

Theoretically,  such  an  increase  in 
earnings  instability  could  reflect  any  of  a 
number  of  developments:  the  eroding 
job  market  for  low- wage  earners,  the 
shift  away  from  manufactuiing  to  servic- 
es, the  decline  of  unions,  or  widespread 
corporate  downsizing.  In  fact,  the 
biggest  jumps  in  wage  instability  did 
occur  among  the  youngest,  least  edu- 
cated, and  lowest-paid  workers. 

But  the  study  also  found  rising  earn- 
ings instability  among  older,  better-edu- 
cated, and  highly  paid  workers.  And  the 
same  trend  occmred  among  both  union 


and  nonunion  workers,  blue-collar  and 
white-collar  types,  and  those  who 
changed  jobs  and  those  who  stayed  put. 

Gottschalk  and  Moffitt  estimate  that 
about  a  thii'd  of  the  rise  in  eaiTiings  in- 
equality in  the  1980s  was  due  to  great- 
er earnings  instability.  Their  findings 
suggest  that  a  chill  wind  is  blowing 
through  U.  S.  labor  markets — one  that 
may  be  both  enhancing  business  effi- 
ciency via  gi'eater  wage  flexibihty  and 
heightening  insecurity  in  the  workplace. 


WHERE  THE  NEW 
JOBS  ARE 

Many  are  at  risky  fledgling  outfits 

One  source  of  earnings  instability  is 
suggested  by  a  study  of  job  gi'owth 
in  New  York  during  the  last  expansion 
by  economists  Rae  Rosen  and  John 
Wenninger  of  the  Federal  Resei-ve  Bank 
of  New  York.  The  study  looked  at  state 
employment  data  from  1984  through 
1988  for  companies  in  thi-ee  categories: 
those  with  less  than  10  employees,  those 
with  10  to  24  workers,  and  those  with 
25  or  more.  The  data  were  analyzed  an- 
nually, so  that  companies  that  had 
gi'own  or  shiTink  were  put  in  appropri- 
ate categories  in  subsequent  years. 

The  results:  In  all  categories,  net  job 
gi-owth  each  year  was  due  entirely  to 
the  entry  of  new  companies — that  is, 
existing  companies  posted  more  job  loss- 
es than  gains.  Further,  two-thirds  of 
the  jobs  were  created  by  new  companies 
with  fewer  than  25  workers,  with  the 
most  coming  fi"om  those  finns  with  few- 
er than  10.  Since  the  latter  gi'oup's  an- 
nual failure  rate  exceeded  16%,  its 
workers  obviously  had  a  low  degi-ee  of 
job  security. 


THE  TAX  REFUND 
ISN'T  IN  THE  MAIL 

Delays  hold  up  consumer  spending 

Economist  Richard  F.  Hokenson  of 
Donaldson,  Lufkin  &  Jenrette  Se- 
curities Coi-p.  claims  that  it's  the  Inter- 
nal Revenue  Sei-vice,  not  the  Federal 
Reserve,  that  deserves  much  of  the 
credit  (or  blame)  for  the  cun-ent  slow- 
down in  consumer  spending.  He  points 
to  an  unprecedented  delay  in  the  mail- 
ing of  tax  refunds  to  individuals. 

In  a  normal  year,  close  to  90%  of  an- 
nual tax  refunds,  which  hit  $87  billion 
last  year,  is  disbm-sed  fi-om  Februaiy 


through  May.  For  this  fiscal  year,  th] 
IRS  projects  that  refunds  will  be  u 
9.4%.  Yet  through  Feb.  25,  cumulati' 
refunds  were  ininning  23%-  behind  fisc: 
1994  and  about  $6.13  bilUon  below  wh: 
Hokenson  says  should  be  expected. 

On  an  annualized  basis,  Hokenson  fi] 
ures  that's  a  big  piece  of  change.  T 
main  reason  for  the  shortfall  is  that  t. 
IRS  is  reviewing  as  many  as  7  million  r( 
turns  to  crack  down  on  fraud  and  ve: 
the  validity  of  claims  for  the  eamed-i 
come  tax  credit.  But  eventually  the  r( 
funds  will  start  to  flow,  and  when  the; 
do,  Hokenson  expects  consumer  demani 
to  rebound. 


JAPANESE  EYE 
THE  BUCK  WARILYl 

They  pay  dearly  when  it  dips 


JAPAN'S  TAB  FOR 
THE  FALLING  DOLLAR 

55  


$519  BILUON** 


If  anyone  can  shore  up  the  sinkinj 
dollar  in  today's  tempestuous  foreigi 
exchange  mai'kets,  it's  the  Japanese.  Al 
ter  aU,  Japan  is  the  world's  largest  cred 
itor,  just  as  the  U.  S.  is  the  world's  larg  L 
est  debtor.  All  that's  needed  is  for  th" 
Japanese  to  start  plowing  their  hugi 
dollar  trade  receipts  into  U.  S.  bond 
or  other  long-temi  investments,  as  the; 
did  through  much  of  the  1980s. 

Don't  bet  on  it,  says  William  R  Star  * 
ling  of  Meirill  Lynch  &  Co.  The  prob 
lem,  he  notes,  is  not  just  that  earth 
quake  damage  is  biting  into  Japan'! 
sui-plus  savings,  but  also  a  weak  dollaifi'iif 
fosters  "credit  re- 
vulsion" among 
Japan's  investors. 

Just  as  Ameri- 
cans saw  the  dol- 
lar value  of  their 
Mexican  holdings 
plunge  after  the 
peso  collapsed, 
many  Japanese 
have  seen  the  yen 
value    of  their 
U.  S.  investments 
erode  as  the  dol- 
lar has  fallen  ever 
lower  against  the 
yen.    Indeed,  if 
Japan's  dollar  in- 
vestments over  the  past  decade  were 
worth  the  same  in  yen  terms  as  they 
were  when  they  were  first  made,  theii 
cumulative  value  today  would  be  some 
47  trillion  yen,  or  $519  bilHon,  higher 
(chart).  The  upshot  is  that  many 
"burned"  Japanese  investors  are  likely 
to  remain  less  than  eager  to  commit  hi 
their  dollars  to  long-term  U.  S.  assets,  fee 


'  CUMUUTIVE  LOSS  IN 
VALUE  OF  JAPAN'S 
"  FOREIGN  ASSETS  DUE  " 
TO  DOLLAR  WEAKNESS* 
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\RE  CONSUMERS  FINALLY  BENDING 
rO  THE  WILL  OF  THE  FED? 


US.  ECONOMY 


CONSUMERS  BUILD  UP 
THEIR  NEST  EGGS 
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APtRCENT  Of  ARERTAX  INCOME, 
THREE-MONTH  MOVING  AVERAGE 
DATA:  COMMERCE  DEPT .  BUSINESS  WEEK 


Consumers  shopped  and 
shopped  last  quarter,  and  now 
hey've  dropped.  The  question  for  the  outlook  is:  Will 
hey  stay  down?  Or  is  the  first-quarter  lull  in  spendmg 
nly  a  breather? 

Since  consumers  are  two-thirds  of  the  economy,  their- 
pending  behavior  this  spring  will  be  crucial  to  the 
■■ederal  Reserve's  efforts  to  slow  growth  down  to  a 
oninflationary  pace.  If  the  first-quarter  moderation 
ontinues,  the  chances  for  a  soft  landing  rise,  and  no 
lore  interest-rate  hikes  may  be  needed.  But  if  shop- 
pers get  their  second  wind,  the  Fed  will  tighten  fur- 
her — and  risk  squeezing  the  economy  too  hard. 

The  arguments  that  the 
weakness  is  only  temporary 
range  from  fundamental  to 
cosmic.  Some  analysts  go  so 
far  as  to  blame  weak  spending 
on  the  "O.J.  effect,"  as  peo- 
ple stay  home  to  watch  the 
O.J.  Simpson  trial.  A  similar 
transitory  lull  accompanied  the 
TV  coverage  of  the  Persian 
Gulf  war. 
A  more  down-to-earth  ar- 
:ument:  Income  growth  remains  strong.  Real  aftertax 
icome  rose  at  an  annual  rate  of  7.7%  in  the  fourth 
iuarter,  and  in  January  it  began  the  first  quarter  by 
.rowing  at  a  3%  annual  clip. 

Incomes  appear  set  to  outpace  spending  for  the  sec- 
'nd  quarter  in  a  row.  And  if  job  growth  rebounds 
rom  its  weak  January  showing,  sturdy  income  growth 
ould  pump  up  spending  into  the  spring.  One  hint  of 
hat:  Retail  sales  in  the  first  week  of  March  got  off  to  a 
:ood  start,  according  to  the  survey  by  the  Johnson 
ledhook  Service. 

m  AS  JOHNNIE  COCHRAN  might  say,  its  not  an 
ipen-and-shut  case.  For  now,  at  least,  the  weight  of  the 
■vidence  is  that  the  consumer  sector  is  finally  bending 
0  the  will  of  the  central  bank — with  half  of  the  Fed's 
)ast  rate  hikes  yet  to  be  fully  felt  in  the  economy. 

The  sales  data  and  reports  from  retailers  have  looked 
veaker  since  Thanksgiving.  Real  consumier  outlays  for 
joods  and  services  posted  no  gain  in  January,  following 
L  slim  0.1%  increase  in  December.  Although  purchases 
tf  services  and  nondurable  goods  such  as  sweaters 
md  restaurant  meals  rose,  spending  on  credit-sensitive 
lurable  goods  dropped  1.5%,  the  sharpest  monthly  de- 
:line  in  nearly  two  years. 


CREDIT  GROWTH 
SLOWS  SHARPLY 
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Sales  of  cars,  tioicks,  and  parts  accounted  for  most  of 
the  January  weakness  in  dui*ables.  But  even  excluding 
that  sector,  buying  of  other  big-ticket  items  still  fell. 
Furniture  sales  declined  for  the  first  time  in  a  year,  a 
clear  example  of  the  effects  of  the  housing  slowdoMm. 

Consumers'  tepid  start  for 
the  quarter  means  that  real 
consumer  spending  began  the 
quarter  at  an  annual  rate  of 
only  1.1%  above  the  fourth 
quarter.  And  in  February,  big 
retailers  reported  another 
month  of  soft  sales,  and  car 
buying  weakened.  U.  S.-made 
cars  and  light  trucks  sold  at 
an  annual  rate  of  12.7  million, 
down  from  12.9  million  in  Jan- 
uary. As  a  result,  the  Big  Three  carmakers  have  recent- 
ly made  further  cuts  in  their  output  schedules  for  the 
first  quarter. 

All  this  means  that  first-quarter  consumer  spending 
Vvdll  be  hard-pressed  to  grow  by  half  of  the  fourth 
quarter's  robust  5%  clip.  That's  why  overall  economic 
growth  this  quailer  is  slowing  from  its  4.6%  gallop  in 
the  fourth  quarter. 

THE  CONSUMER  SLOWDOWN  does  have  two  benefits, 

however:  Households  are  saving  more  and  borrowing 
less  (charts).  The  saving  rate — personal  savings  as  a 
percentage  of  aftertax  income — has  moved  up  in  recent 
months,  thanks  to  the  strong  income  growth. 

Some  of  that  extra  cushion  may  reflect  job  anxiety 
among  consumers,  as  noted  in  the  February  consumer 
confidence  report.  Already,  the  trend  in  initial  jobless 
claims  is  starting  to  move  up  a  little.  And  in  January, 
the  Conference  Board's  index  of  help-wanted  adver- 
tising fell  sharply  to  131  from  139  in  December.  Both 
tend  to  foreshadow  movements  in  the  labor  markets. 

Consumers  may  also  be  using  the  extra  income  to 
pay  old  bills.  Wealthy  households  still  face  the  second 
installment  of  the  tax  increase  of  1994.  And  higher 
rates  are  placing  an  increasing  drain  on  budgets,  as  the 
cost  of  variable-rate  mortgages  and  installment  debt  ad- 
justs upward. 

Households  added  to  their  installment  debt  duiing 
last  year  at  a  pace  that  has  not  been  seen  since  the 
debt  explosion  of  the  1980s.  But  now,  consumers  are 
beginning  to  show  more  restraint.  Installment  debt 
grew  by  only  $3.7  billion  in  January.  That  pace,  down 
from  $6.6  billion  in  December  and  from  $13.2  billion  in 
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November,  was  the  slowest  seen  in  a  year  and  a  half. 

One  reason  consumers  are  less  willing  to  take  on 
new  debt:  then-  heavy  burden  of  existing  obligations. 
Outstanding  installment  credit  stood  at  17.7%  of  dispos- 
able income  in  January,  close  to  the  peak  level  reached 
in  1989. 

In  addition,  homeowners  with  adjustable-rate  mort- 
gages are  digging  deeper  each  month.  For  example,  a 
5%,  30-year  loan  of  $100,000  that  adjusts  to  7%  adds 
$125  to  a  household's  monthly  bills. 

Some  homeowners  ai"e  struggling  ah-eady.  The  Mort- 
gage Bankers'  Assn.  reports  that  the  delinquency  rate 
on  mortgages  rose  to  4.15%  in  the  fourth  quarter,  from 
a  21-year  low  of  3.9%  in  the  thh'd.  The  MBA  blamed 
higher  arm  payments  for  the  rise  and  projects  that  the 
uptrend  will  continue. 

IN  LIGHT  OF  higher  mortgage  rates  and  slower  con- 
sumer spending  in  general,  the  resiliency  of  new-home 
sales  is  curious.  New  single-family  homes  sold  in  Janu- 
ary at  an  annual  rate  of  679,000,  up  3.8%  from  Decem- 
ber. Although  the  data  tend  to  be  revised  a  lot,  Janu- 
ary's rate  was  not  much  different  from  the  676,000 
sales  pace  of  1993 — the  best  housing  year  since  1986. 
Indeed,  new-home  sales  sUpped  very  Httle  in  the  past 
year,  even  though  mortgage  rates  are  up  by  more  than 
two  percentage  points  and  the  sales  of  existing  homes 
have  been  falling  since  late  1993. 


MORE  NEW  HOMES 
THAN  BUYERS 


Consumers  may  be  entering  the  new-home  marke' 
by  buying  smaller  or  less  luxurious  houses,  and  bj 
opting  for  adjustable-rate  mortgages  that  typically  low 
er  the  cost  of  monthly  payments.  The  percentage  o: 
home  buyers  going  the  adjustable  route  climbed  t( 
55%  in  December,  compared  to  less  than  20%  in  1993 

Still,  signs  of  a  slowdovra  in 
housing  are  evident.  For  one 
thing,  rising  mortgage  rates, 
both  fixed  and  adjustable, 
mean  more  consumers  cannot 
afford  to  buy  a  house.  After 
rising  in  January,  mortgage 
applications  for  the  purchase 
of  a  home  fell  in  February. 
And  builders  seem  to  have 
overestimated  demand  recent- 
ly. Since  November,  the  supply 

of  unsold  homes  has  stood  at  6.4  months,  the  highes 
level  since  1991  (chart).  Excess  inventory  means  build 
ers  will  start  fewer  new  units. 

The  decline  in  home  construction,  already  apparent 
the  second  half  of  1994,  will  be  more  of  a  drag  in  199 
At  the  same  time,  larger  mortgage  payments,  burden 
some  credit-card  bills,  and  higher  taxes  will  leave  les 
money  for  everything  else  that  consumers  may  want  t 
buy.  And  this  new  penny-pinching  wDl  pave  the  way  t 
a  slowdowm  in  the  overall  economy  this  year. 
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JAPAN 


A  SLOW  CRAWL  BACK  TO  LIFE 


Japan's  recoveiy  continues,  even 
with  the  dismptions  from  the 
Kobe  earthquake  and  soaring  yen. 
But  the  upturn  faces  a  decidedly 
uphill  chmb. 

The  Bank  of  Japan's  Tankan 
survey,  taken  in  Feb- 
ruary, shows  that  busi- 
nesses are  less  gloomy 
about  economic  pros- 
pects. Ti-ue,  the  net 
reading,  which  sub- 
tracts the  pei'centage 
who  view  conditions  as 
poor  ft'om  those  who 
answer  positively,  re- 
mains in  negative  ter- 
ritory. But  the  current 
-21%  is  better  than  the 
reading  of  November,  and  the  dis- 
mal ^6%  of  a  year  ago  (chart). 

Nonmanufacturers  remain  cau- 
tious because  of  a  lack  of  domestic 
pricing  power,  although  this  "price 


WILL  SPIRITS  FADE 
ON  THE  YEN'S  SURGE? 
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destimction"  is  also  hurting  the 
materials  industry.  Manufacturers 
of  finished  goods  are  more  upbeat, 
particularly  about  their  future 
output,  profits,  and  exports. 
The  yen's  surge,  which  began 
after  the  survey,  may 
soon  dim  a  bit  of  this 
optimism  (page  46). 
Already,  some  private 
economists  are  paring 
their  1995  forecasts, 
with  the  economy 
grovring  closer  to  2% 
than  3%.  The  reason: 
The  strong  yen  will 
hurt  exports,  which 
have  added  to  growth 
even  as  other  sectors  lag. 

Specifically,  capital  spending,  a 
recovery  leader  in  the  past,  still 
shows  few  signs  of  turning  up. 
The  Tankan  survey  says  large 
companies  plan  a  1%  cut  in  busi- 


ness spending  for  the  fiscal  year 
starting  in  April,  after  a  5.6% 
drop  in  this  fiscal  year.  And  the 
companies  said  24.5%  of  their  cap- 
ital budgets  will  be  spent  on  for- 
eign facilities. 

Consequently,  consumer  spend- 
ing will  have  to  be  the  main 
source  of  economic  strength.  The 
January  job  news  was  positive, 
but  hardly  robust.  Employment 
gi-ew  by  a  small  0.6%  from  De- 
cember, wage  gi'owth  was  up 
slightly,  and  the  ratio  of  job  offers 
to  applicants  inched  up  to  0.66, 
from  0.64. 

Still,  healthier  labor  markets  and 
a  bit  brighter  business  sentiment 
ai"e  good  signs  for  Japan's  recov- 
ery. But  the  mild  improvement 
in  the  data  and  the  yen's  new 
strength  indicate  that  the  upturn 
will  move  in  fits  and  stalls,  rather 
than  at  a  smooth  upward  pace. 
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ONWARD, 

BUDGET  SOLDIERS 

Republicans  press  ahead  with  cuts  despite  dissent  in  the  ranks  t 
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Call  them  heartless.  Call  them  vi- 
sionaries. But  never  call  them 
quitters.  Despite  a  cmshing  de- 
feat for  the  balanced  budget 
amendment — the  centerpiece  of  their 
Contract  With  America — House  Speak- 
er Newt  Gingi'ich  (R-Ga.)  and  his  lieu- 
tenants are 
pressing  ahead 
with  their  ambi- 
tious agenda  to 
slash  govern- 
ment spending 
and  cut  taxes. 

The  House  is 
set  to  pass  $192  bil- 
lion in  tax  breaks 
and  a  like  amount  in 
spending  reductions 
within  the  next  three 
weeks.  And  by  May, 
Gingi'ich  vows  to  pi'o- 
duce  a  second  plan  to 
cut  spending  by  $1.2 
trillion  more  and  tn 
eliminate  the  budget 
deficit  by  2002.  With- 
out the  mandate  of 
a  balanced  budget 
amendment,  he  has 
aggi-essively  gTasped 
the  falling  dollar  as  a 
symbol  of  the  need 
for  dramatic  spend- 
ing cuts.  "The  dollar 
has  been  sliding 
against  the  yen  and 
the  mark  ever  since 
the  amendment  went  down,"  GingiK  ii 
told  Fox  Broadcasting  Co.  on  Mar.  8. 
COOL-OFF.  But  boldness  doesn't  always 
bring  success.  Deep  divisions  threaten 
the  GOP's  ability  to  fundamentally  re- 
make tax  and  spending  policy.  "We  on 
the  House  side  are  going  to  report  a 
budget  that  gets  to  balance  in  seven 
years,  period,"  Gingi-ich  said.  But,  he 
conceded:  "You  do  hear  people  sort  of 


saying:  'Well,  let's  back  off.  Now,  we 
don't  have  to  do  it.' " 

Without  a  legal  requirement  for  bal- 
ancing the  books  by  2002,  some  deficit- 
cutting  steam  has  gone  out  of  the  gop 
rank-and-file.  And  moderates  wonder 
whether  the  party  isn't  making  the  big- 
ger job  tougher  by  pushing  costly  tax 
cuts.  "My  No.  1  priority  is  to  get  the 


Republicans  wondering  why  they  shouli  ite 
vote  foi'  painful  spending  cuts  when  th  nt 
tax  breaks  they  ai-e  supposedly  financin 
never  will  become  law. 

But  aggressive  House  freshmen  inltlie 
sist  the  amendment's  defeat  only  redoi; 
bles  their  detemiination  to  fulfill  thei 
balanced  budget  promise.  Says  Repre  a 
sentative  Sam  Bi-ownback  (R-Kan.):  "I'l  ij^r 
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laidgvt  into  balance,"  says  Repri^  , 
tive  John  Porter  (R-IIL). 

In  the  Senate,  gop  leaders  have  all 
but  given  up  on  major  tax  reduction 
this  year.  In  April,  Senate  Budget  Com- 
mittee Chaimian  Pete  V.  Domenici  (R- 
N.  M.)  is  expected  to  unveil  a  $450  bil- 
lion deficit-reduction  plan  that  includes 
tax  cuts  far  more  modest  than  the 
House  version.  That  has  some  House 
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for  doing  all  the  big  cuts  up  front,  nc 
And  Gingrich  may  have  found  a  ne  , 
club  in  the  falling  dollar.  He  got  son 
support  on  Mar.  8  from  Federal  R 
serve  Boai-d  Chainnan  Alan  Greenspa  ; 
who  told  Congress  that  a  "key  elemen  i,, 
in  boosting  the  dollar  "is  to  address  oi  n 
underlying  fiscal  iinbalance  convincing!; . 

The  Wliite  House,  which  insists  the, ;[ ,, 
is  no  link  between  fiscal  policy  and  tl  ij. , 
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)ll;ir's  fall,  is  waiting  for  Republicans  to 
ake  agonizing  program  cuts — now 
ade  more  difficult  without  the  ijolitical 
iver  of  a  constitutional  mandate.  "It 
ould  have  been  easier  with  a  balanced 
idget  amendment,"  concedes  Senator 
lil  Gramm  (R-Tex.).  "It's  going  to  be  a 
rictly  partisan  matter-  now.  But  we 
ive  no  choice  but  to  get  the  job  done." 
:ho  chamber.  And  so,  by  mid-March, 
e  Ways  &  Means  Committee  will  ap- 
•ove  a  hefty  tax  cut.  The  foundations 
the  package  echo  the  Contract:  a  cliild 
edit  for  families  earning  under  $200,000 
id  reductions  in  capital-gains  taxes 
hieved  by  halxong  the  rate  on  gains  and 
iexing  profits  for  infiation.  The  bill  also 
11  restore  individual  retu'ement  account 
K  breaks  to  most  Ameiicans  and  offer  a 
w  depreciation  scheme  for  business  in- 
stment.  In  addition.  Committee  Chair- 
in  Bill  Ai-cher  (D-Tex.)  wants  to  phase 
t  the  alternative  minimum  tax  over  five 
ars.  But  he  would  limit  capital-gains 
iexing  to  individuals  and  to  assets  held 
'  at  least  thi-ee  years.  The  coiporate 
ins  rate  would  be  set  at  25%. 


"It's  going  to  be  a 
strictly  partisan 

matter  now,"  says 
Senator  Gramm 


Still,  House  Republicans  have  vowed 
to  finance  all  tax  cuts  with  offsetting 
spending  reductions.  A  big  chunk  will 
come  from  i-adical  reforms  in  social-wel- 
fare progTams.  Over  the  next  five  yeai's, 
$16  billion  would  be  cut  from  planned 
spending  for  food  stamps,  $11  billion 
from  Supplemental  Security  Income,  $5 
billion  from  Aid  to  Families  With  De- 
pendent Children  (afdc),  and  $1  billion 
from  school  nutrition. 

But  far  more  spending  restraint  will 
be  needed — much  of  which  would  have 
to  come  from  pi-ogi-ams  dearer  to  GOP 
constituents.  House  Budget  Committee 
Chairman  John  R.  Kasich  (R-Ohio)  con- 


Where  the  Democrats  would  chopi 


The  GOP-dominated  House  will  pass 
version  of  the  tax  bill  knowing  little 
1  survive  the  Senate  Finance  Com- 
±ee.  Its  chairman,  Bob  Packwood  (R- 
3.),  hasn't  shown  much  interest.  Says 
nmittee  member  Alan  K.  Simpson 
•Wyo.):  "All  of  this  is  chicken  feed." 
le  Senate  bill  could  end  up  looking 
I  ch  more  like  Clinton's  proposed  $68 
ion  tax  cut  than  the  House  version. 


tinues  to  shop  ideas  among  his  Republi- 
can colleagues — such  as  restructuring 
Medicare  and  eliminating  the  Education 
and  Energy  Depts.  Even  the  Pentagon 
could  take  some  hits. 

To  make  it  easier  for  lawmakers  to 
trim  progi-ams,  Kasich  wants  to  ditch 
the  current  system  of  "baseline  budget- 
ing," which  automatically  increases  an- 
nual [jrogTam  budgets  by  factoring  in 


inflation  and  demogTaphic  changes.  Thus, 
when  the  growth  of  spending  is  curbed, 
critics  decry  the  change  as  a  "cut." 
Even  with  the  accounting  overhaul, 
though.  Republicans  wonder  how  much 
trimming  they  can  do. 

Indeed,  GOP  leaders  now  seem  much 
more  cautious  about  deficit  reduction — 
partly  because  of  the  budget  amend- 
ment's failui'e,  but  also  because  of  sharp 
criticism  they  have  r-eceived  for-  trying 
to  curb  social  spending.  Now,  a  num- 
ber of  Republicans  acknowledge  that  it 
may  be  difficult  to  achieve  serious  defi- 
cit shrinkage  without  the  support  of 
Senate  Democr'ats  and  the  White  House. 
In  the  Senate,  says  Packwood:  "We 
don't  have  enough  Republicans"  to  bal- 
ance the  budget. 

RUNNING  IN  PLACE..  For  now,  the  Ad- 
ministr'ation  seems  content  to  watch 
the  GOP  take  the  heat  for-  politically  un- 
popular spending  cuts.  Many  White 
House  aides  bitterly  recall  that  not  a 
single  House  Republican  supported 
Clinton's  five-year-,  $450  billion  deficit-r-e- 
duction  plan  in  1993.  "We  got  it  done 
two  years  ago  with- 
out them,"  says  one 
Administr-ation  offi- 
cial: "Let's  see  them 
do  it  this  time." 
However',  some  Ad- 
ministration aides 
hint  that  the  hard 
A^r^^r^  liiif  might  soften  in 

V  y  /  y  the  coming  months, 

and  the  White 
House  could  begin  to 
wor-k  with  Congress 
to  cut  feder-al  spend- 
ing mor-e  deeply. 
"That's  still  an  open 
issue,"  says  one. 

Congi-essional  Re- 
publicans ar-e  playing 
a  high-stakes  game. 
No  one  really  knows 
how  the  public  will 
r-espond  to  a  dr-amat- 
ic  shift  in  spending 
priorities.  And  bal- 
ancing tax  and 
spending  cuts  makes 
the  job  even  tough- 
er-. If  the  GOP  sticks 
with  gener-ous  tax  cuts,  deficit-cutting 
becomes  much  har-der-.  But  if  Republi- 
cans ditch  the  tax  r-eductions,  they  will 
have  only  austerity  to  sell  in  the  next 
election.  And  as  Bill  Chnton  learned 
last  November-,  when  it  comes  to  the 
deficit,  no  good  deed  goes  unpunished. 

Bu  Howard  Gleckman,  with  Richard 
S.  Dunham  and  Mart/  Beth  Regan  in 
Wasiiington 


1995  ESTIMATED  SPENDING 
IN  BILLIONS  OF  DOLLARS 
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LOFTY  PERCH:  Iran 
is  now  the  world's 
Xo.  3  oil  exporter 
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EMBARGO? 
WHAT  EMBARGO? 

Isolating  rogue  states  is  tough.  Look  at  Conoco's  Iran  deal 


The  WTiite  House  may  think  Ii-an  is  a 
hotbed  of  teirorism,  and  Congi'ess 
may  want  to  stiffen  sanctions  against 
the  MusUm  state.  But  to  Conoco  Inc., 
Iran  is  an  opportunity  it  can't  pass  up. 

That's  the  message  the  energy-  com- 
pany sent  with  its  Mai'.  6  deal  to  devel- 
op two  big  offshore  oil  fields  in  the  Per- 
sian Gulf.  The  State  Dept.  is  howling, 
but  Conoco  so  fai-  is  holding  its  gi'ound. 
The  company's  response:  The  deal  is  le- 
gal— and  company  negotiators  say  they 
kept  the  goverament  infoiTned  of  the 
talks.  Wall  Street  figures  the  project  is 
worth  .$1  biUion. 

The  Conoco  deal  is  more  proof  that 
Washington's  attempts  to  isolate  and 
punish  the  rogue  regimes  of  the  Middle 
East — Iraq,  Iran,  and  Libya — ai'e  cinm- 
bling.  On  Mar.  5,  just  when  the  Conoco 
deal  was  being  wrapped  up,  France 
opened  up  a  diplomatic  office  in  Bagh- 
dad, becoming  the  fij'st  member  of  the 
coahtion  that  beat  Saddam  Hussein  to 
do  so.  Meanwhile,  European  companies 
are  rtushing  in  to  cut  new  energj'  deals 
and  construction  contracts  with  both 
Iraq  and  Iran.  "The  U.  S.  government  is 
going  in  one  direction  and  the  Euro- 
peans in  another,"  says  Ma.x  Becker,  an 


executive  at  engineeiing  giant  .^B  Asea 
Brown  Boveri  (Holding)  Ltd.,  which  is 
building  a  power  plant  in  Iran. 

If  the  pace  of  deals  keeps  up,  the 
rogue  states  could  escape  economic  iso- 
lation— and  U.  S.  polic,Mnakei-s  wiU  have 
suffered  a  major  defeat.  Although  a  U.  N. 
ban  on  business  dealings  with  Iraq  re- 
mains in  place,  companies  ai'e  planning 


DEAF  EARS 


oil  reserves  are  th 
world's  largest  afte 
those  of  Saudi  Ai-£ 
bia.  Iran  is  now  th 
world's  third-bigges 
oil  exporter. 

Right  alongsid 
the  European; 
Russian  companie 
ai"e  scoring  contract 
in  both  Iraq  an 
Iran,  ranging  fror 
oil  deals  to  nuclea 
reactors.  Russia 
Zarubezh  Oil  &  Ga 
Constraction  Co.  hi 
pay  dirt  in  earl 
March  when 
signed  a  -Si. 5  billia 
draft  contract  fof^i^ 
work  in  Iraq's  o: 
patch  after  the  embargo  is  gone.  Th  ^ 
Russians  also  are  helping  build  fou~^t 
nuclear  reactors  in  Iran.  Japanese  an  '^'^ 
South  Korean  companies  are  scoutin;^' 
new  business,  too. 

But  it's  the  Em'opean  initiatives  thd 
hurt  Washington  the  most.  GeiTnany" '^-^i 
export  credit  agency  soon  will  be  offer 
ing  hundreds  of  millions  of  dollars  c^lit 
export  guarantees  to  German  compa^'P 
nies  doing  business  with  Ii-an.  Italy  ani  ■'-  i 
France  are  likely  to  do  the  same.  Sue 
deals  du'ectly  challenge  the  U.  S.  poHcte 
of  "dual  containment,"  under  whic-ad 
Washington  has  argued  that  economi>i 
isolation  of  Iraq  and  Iran — and  to  ffea 
lesser  extent  Libya — would  effective! 
reduce  the  capabilities  of  those  regime 
to  finance  terrorism  or  thwart  th 
Mideast  peace  process. 


fa 


Soon  after  U.N.  Representative 
Madeleine  Albright  lobbied  world  leaders 
to  keep  shunning  Iraq,  France  stationed  an 
envoy  in  Baghdad 


projects  in  Iraq  that  will  go  into  effect 
the  minute  the  embai'go  is  lifted.  the 
ventui'es  pOe  up,  they  ai'e  building  pres- 
sure to  suspend  the  embargo  and  even- 
tually lift  it. 

RUSSIAN  REACTOR.  For  Iran,  no  U.  X. 
ban  e.xists,  so  the  U.  S.  can  only  plead 
with  its  allies  not  to  do  deals  there.  But 
cold  economic  facts  are  driving  compa- 
nies to  work  with  these  regimes  any- 
i  way  Iraq's  100  billion  ban-els  in  proven 


Pressure  on  the  policy  from  Euro 
pean  companies  is  gi-owing  apace.  Fo' 
instance,  preliminaiy  deals  worked  ou 
recently  in  Baghdad  by  France's  tw<: 
main  oil  companies,  CFP-Total  and  El 
Aquitaine,  could  soon  give  France 
stake  in  key  oil  resen-es  in  southw-es' 
Iraq.  "Elf  and  Total  want  to  profit  whil' 
Iraq  is  weak,"  says  Pien'e  Terzian,  hea< 
of  Paris-based  Petrostrategies.  "One 
sanctions  are  lifted,  their  margin  o 
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aneuver  will  be  much  narrower." 
Such  reasoning  is  deeply  distui'bing  to 
ashington  policymakers.  U.  S.  officials 
e  pressuring  Europe  and  Japan  to 
thhold  trade  and  investment  financing 
Tehran,  in  paiticulai;  as  a  way  to  pe- 
lize  the  Iranians  for  strong  anti-Is- 
3l,  anti-U.  S.  policies.  By  and  large,  it 
sn't  worked.  "Getting  action  against 
in  is  harder  than  it  is  against  Iraq," 
mits  one  senior  State  Dept.  official, 
ou're  just  not  dealing  with  a  rene- 
de  aggi'essive  dictator  like  Saddam." 
Even  big  U.  S.  oil  companies  trade 
±  Iran,  as  long  as  the  oil  does  not  go 
the  U.  S.  Exxon  Corp.,  for  example, 
one  of  the  biggest  buyers  of  Iran 
ide  oil,  which  goes  to  company  re- 
eries  in  Italy,  France,  and  GeiTnany. 
lator  Alfonse  M.  D'Amato  (R-N.  Y.)  is 
reducing  legislation  that  would  make 
llegal  for  Exxon  or  any  U.  S.  compa- 
to  buy  Iranian  oil  for  any  purpose, 
t  a  good  idea,  says  Dennis  J.  O'Brien, 
id  of  strategic  planning  at  Caltex  Pe- 
leum  Coi-p.  in  Dallas:  "This  [bill]  will 
le  zero  effect  on  Iran  and  vAW  ham- 
•  U.  S.  business." 

rELLITE  PHOTOS.  The  effects  on  U.  S. 
ifits  could  be  even  broader.  Iran's  in- 
asingly  close  ties  with  Russia  and 
ina  could  translate  into  Americans 
ng  shut  out  of  the  emerging  mar- 
s  of  central  Asia.  Washington  has 
bied  the  World  Bank  not  to  help  fi- 
ice  proposed  oil-and-gas  pipelines  that 
uld  cut  across  Iran  to  the  central 
i.an  republics  of  the  former  Soviet 
1  ion.  But  U.  S.  companies  woriy  that 
itical  interference  could  jeopardize 
rgy  deals  with  Kazakhstan,  T^zerbai- 
i ,  and  Turkmenistan, 
itill,  the  U.  S.  is  not  giving  up. 
1  deleine  K.  Albright,  U.  S.  Represen- 
ve  to  the  U.  N.,  recently  visited  al- 
I  governments  to  show  satellite  pho- 
I    of   new    military  construction 
1  iertaken  by  Saddam  Hussein.  The 
I  w-and-tell  was  meant  to  maintain 
port  on  the  Security  Council  for  con- 
ling  sanctions  against  Iraq.  Yet  an 
oming  U.  N.  report  is  expected  to 
that  Iraq  has  destroyed  its  most 
lal  weaponry,  thus  meeting  condi- 
is  for  suspending  the  embargo. 
i.s  for  Conoco,  a  U.  S.  official  says 
:  if  the  company  violated  any  tech- 
il  rales  in  its  Iranian  deal,  it  may 
pressured  to  back  off.  "It's  a  con- 
it  straggle  to  get  the  cooperation  of 
iness  and  the  allies,"  the  official  says. 
U.  S.  government  may  soon  need  a 
ceful  way  to  ease  back  from  the 
iggle — or  face  having  the  world  sim- 
ignore  it. 

>y  John  Rossant  in  Rome,  with 
^r  Galuszka  in  Moscow,  Ruth  Pear- 
at  the  U.  N.,  and  Amy  Borrus  in 
shington 


TRADE 


SEND  IN  THE  NEXT  BATCH 
OF  TRADE  HONCHOS,  PLEASE 

In  the  hunt  for  a  GATT  commerce  czar,  it's  back  to  square  one 


wanted:  Superpower  seeks  dignitary  to 
mediate  spats  affecting  80%  of  the 
ivorld's  commerce.  Celebrity  preferred. 
Must  be  free-marketer,  welcome  on  three 
continents  (minimum).  Send  resume  to 
1600  Pennsylvania  Ave. 

Preposterous?  Not  really.  On  Mar.  7, 
U.S.  Trade  Represen- 
tative Mickey  Kantor 
announced  that  the  candi- 
dates backed  by  Europe 
and  Asia  for  the  post  of 
director-general  of  the 
World  Ti'ade  Organization 
(WTO)  don't  have  American 
support.  And  he  called  for  a 
sort  of  global  Star  Search 
to  find  a  leader  for  the 
international  organization 
established  by  the  new 
Genei-al  Agi'eement  on  Tai- 
iffs  &  I\-ade.  Qj^^g  ^1^^  ^  .^j^ 

The  immediate  impetus  ' 
for  the  move  was  the  with-  WaS  huit  by  the  peSO 

di-awai  of  Washington's  fii-st  crisis  and  a  scandal 

choice,  former  Mexican  involving  his  brother 
President  Cai'los  Saunas  de 
Gortari,  who  has  been 
taiTed  by  Mexican  scandals. 
But  Kantor's  bid  to  delay 
selection  of  a  wro  chief  also 
may  signal  a  waning  inter- 
est in  the  agency  within 
the  Administration.  Grow- 
ing isolationist  sentiment 
aside,  the  Clintonites  now 
believe  that  bilateral  talks, 
which  produced  the  recent 
trade  deal  with  Beijing, 
may  reap  benefits  faster 
than  the  unwieldy  WTO. 
"We  are  starting  to  wony 
that  the  WTO  can't  act  fast 

enough  to  deal  with  the  to  delay  a  choice  may 
problems  we're  faced  with,"  mean  the  Clintonites 
says  one  senior  Adminis-  are  losing  interest 

ti'ation  official. 

DROPPING  THE  BALL  Washington's  clum- 
sy puUback,  however,  has  riled  Euro- 
pean Union  and  Asian  nations,  which 
fear  it  could  undermine  an  oi'ganization 
that's  already  off  to  a  shaky  start. 
"This  impasse  is  totally  unnecessary," 
sniffs  one  EU  official.  "It's  ironic  that 
the  U.  S.  fought  so  hard  for  a  wto,  and 
now  it  just  drops  the  ball." 

But  with  Salinas  now  being  blamed 
for  the  Mexican  economic  crisis — and 


KANTOR:  PRESSURED 


The  Trade  Rep's  bid 


caught  up  in  allegations  that  his  brother 
was  involved  in  a  murder  plot  last 
year— Washington  has  no  palatable  can- 
didate to  back.  The  EU  favorite,  former 
Italian  Ti-ade  Minister  Renato  Ruggiero, 
isn't  enough  of  a  ft-ee-marketer  to  satis- 
fy the  Clintonites.  And  Tokyo's  top 
choice,  Korean  ex-Trade  Minister  Kim 
Chul-Su,  was  leader  of  a 
countiy  whose  economy  is 
largely  closed.  "It's  not  just 
the  people  involved,  but  the 
systems  they  represent," 
explains  Jeffi-ey  E.  Garten, 
the  Commerce  Dept.'s  dep- 
uty secretary  for  interna- 
tional trade.  "We'i'e  talking 
about  differing  concepts  of 
how  world  trade  should  be 
managed." 

So  does  the  U.  S.  have 
any  better  ideas?  Hardly. 
Former  Dutch  Prime  Min- 
ister Ruud  Lubbers  is  pop- 
ular with  American  busi- 
ness because  of  his 
adherence  to  free-trade  eco- 
nomics, but  some  Asian  na- 
tions balk  at  his  country's 
colonial  past.  The  Adminis- 
tration's favorite  fantasy  is 
that  a  celebrity  with  solid 
trade  credentials — former 
Canadian  Prime  Minister 
Brian  Mulroney  or  ex-Brit- 
ish Prime  Minister  Marga- 
ret Thatcher,  for  example — 
might  volunteer. 

But  that's  unlikely.  W. 
Bowman  Cutter,  deputy  di- 
rector of  the  National  Eco- 
nomic Council,  suggests 
that  an  acceptable  candi- 
date might  emerge  from 
Latin  America.  Possibilities: 
Argentine  Tr-ade  Minister 
Domingo  Cavallo  and  En- 
rique Iglesias,  Inter-Amer- 
ican Development  Bank  president. 

In  the  meantime,  the  U.  S.  hopes  to 
persuade  gatt  Director-General  Peter 
Sutherland  to  stay  on  at  least  tlirough 
July — and  possibly  longer,  if  the  search 
doesn't  yield  results.  Unless  an  accept- 
able candidate  comes  foi-ward,  the  Clin- 
tonites say  they  are  in  no  huriy  to  see 
the  job  filled. 

By  Douglas  Harbrecht,  with  Amy 
Bornis,  in  Washington 
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BUSINESS  SCHOOLS 


GOODBYE,  MR.  CHIPS 
IT  AIN'T 

Harvard's  B-school  dean  is  leaving.  Some  think  it's  about  time 


When  future  generations  of  Har- 
vai'd  business  school  students  de- 
bate the  qualities  of  leadership, 
what  will  they  make  of  the  rocky,  15- 
year  administration  of  Dean  John  H. 
McAithur? 

The  introverted,  uncharismatic  McAi-- 
thur,  60,  annoimced  on  Mai'.  6  that  with- 
in six  months,  he  expects  to  quit  his 
job  as  head  of  the  world's 
richest  and  most  powerful 
B-school.  McArthur  will 
leave  a  mixed  legacy:  While 
praised  for  his  adept  fund- 
raising,  he  has  ch-awn  fii-e  for 
the  sluggishness  with  which 
Hai-v'ai-d  has  updated  its  mba 
curriculum — years  after  ri- 
val schools  launched  major 
renewal  efforts.  Harvard's 
$40  milUon  executive  educa- 
tion business  also  has  lost 
market  share,  and  recent  ef- 
forts to  revamp  the  school's 
$60  million  publishing  opera- 
tion led  to  embarrassmg 
management  tunnoil. 
"COMPANY  MAN."  Last  year. 
Harvard  fell  two  places,  to 
No.  5,  its  lowest  finish  ever, 
in  BUSINESS  week's  biennial 
ranking  of  the  best  business 
schools.  "There  are  a  lot  of 
parallels  between  Harvard 
and  General  Motors,"  says 
the  former  dean  of  a  rival 
B-school.  "John  is  a  conser- 
vative company  man  who 
leaves  Harvard  in  a  catch- 
up mode  rather  than  a  i^ad- 
ershi])  mode.  That  is  sad." 

Indeed,  the  timing  of  McAithur's  an- 
nounceiiii  nl  surprised  man_>  faculty  and 
students.  I;;  December,  aft^  f  a  three- 
year  reviev  Harvard's  faculty  finally 
approved  a  weeping  reform  oi  the  mba 
program.  S'  ■  of  the  most  ■  i-itical 
changes,  whu  include  reducet.  class 
sizes  and  a  16-.  mth  mba  track,  von't 
be  implemented  i  a  pilot  progi'am  mtil 
next  yeai-  "It's  hai  i  to  lagine  the  i,=Md 
of  IBM  resigning  after  ani  j-mcing  radii  al 
changes  and  then  leaving  i  up  to  some- 
one else  to  implement,"  1 1  \  Nicholas  A. 
Grouf,  a  second-year  MBA  ident. 
While  supportive  of  the  c    nges,  how- 


ever, McAithur  did  not  lead  the  effort 
nor  serve  on  any  of  its  numerous  com- 
mittees. Instead,  he  delegated  the  job  to 
other  administrators  and  faculty,  many 
of  whom  hold  him  in  great  affection  de- 
spite his  mixed  record.  "We  are  veiy 
sad  to  see  him  leave,  but  on  the  other 
hand  there  is  a  sense  of  excitement," 
says  Robert  Simons,  a  Han'ard  profes- 
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MONEY  MAN  The  business  school's 
endowment  rose  sixfold  under 
McArthur,  but  its  curriculum  lost 
ground  to  more  adaptive  rivals 


son  "The  commitment  to  continue  the 
renewal  process  inns  deep." 

Who  will  finish  the  job  now?  Al- 
though Harvard  President  Neil  L.  Ru- 
denstine  says  the  university  will  seek 
candidates  from  inside  and  outside  the 
school,  most  obsei-vers  are  j)lacing  their 
bets  on  a  handful  of  Han'ard  insiders, 
such  as  Kim  B.  Clark,  a  popular  j^rofes- 
sor  of  technology  and  operations,  global 
business  expert  Chris  Bartlett,  or  Leo- 
nard A.  Schlesinger,  a  senior  associate 
dean  who  has  been  a  major  player  in 
the  cuniculum  review.  "I'd  be  suri:)rised 
to  see  a  radical  departure  in  the  leader- 


ship of  the  school,"  says  Cohn  Blaydo: 
a  foiTOer  Hai^vard  professor  who  is  rio\\ 
dean  of  the  Amos  Tuck  School  of  Busil 
ness  at  Dartmouth  College. 

Many  at  hbs  are  hoping  for  a  sub| 
stantially  more  visible  leader  than  th 
publicity-shy  McAithur.  When  Harvari 
arranged  last  year  to  use  America  0: 
line  for  its  intenial  communications  ne 
work,  some  mba  candidates  asked  thi 
dean  to  establish  an  E-mail  address 
"The  dean  just  flat-out  refused  becaus 
he  thought  he  would  get  too  many  lel'"''^ 
ters  to  deal  with,"  complains  one  sti™"" 
dent.  School  officials  confii-m  that  Md^l^t* 
Arthur  is  not  online. 

Also  embaiTassing  has  been  the  well 
publicized  troubles  behind  McArthur  5' ^ 
efforts  to  get  more  revenues  fi'om  th 
school's  pubhshing  operationi 
The  school  wooed  an  outside 
former  John  Wiley  &  Son 
Inc.    President  Ruth 
McMullin,  to  head  up  the  oj 
eration  in  1991,  handing  her 
compensation    package  i 
nearly  half  a  million — almos 
twice  as  much  as  the  pres; 
dent  of  Han-ard  Universit; 
She  lasted  just  over  tw 
years,  going  through  thres<l''-ti 
editors  of  Harvard  Busineap''^ 
Review  during  her  tenure 
MORE  PROFS.  To  be  sui-e,  thjlt.v  ^ 
man  who  anived  on  camptfiis 
from  Vancouver  as  an  MB 
student  in  1957  and  neve^n 
left  has  compiled  some  sig 
nificant  achievements  sinc  '^ 
taking  over  in  1980.  On  W- 
Arthur's  watch,  the  school  irtik 
endowment  rose  nearly  si;  (tar, 
fold,  to  $600  million,  froifr 
$106  million,  as  annual  giflp' 
jumped  to  $30  million,  froift.. 
$8  million.  He  also  increasefiates 
endowed  professorships  to  8 
from  50  in  1980. 

Yet  some  ai-gue  that  McA 
thur  has  been  more  focuse 
on  Hai-vard's  bricks  and  mof 
tar  than  on  its  intellectual  substanc 
He  invested  some  $200  million  in  ne' 
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buildings  and  infrastructure  and  paitsaftii 
meticulous  attention  to  the  school's  aj  ce  % 
pearance,  insisting  that  the  gi'oimds  tft 
perfectly  manicured.  All  the  while,  HE 
reputation  has  been  slipping.  "McArthijiis  to 
put  the  school  on  a  solid  financial  footin; 
but  now  it's  time  for  a  new  leader  wit 
a  new  vision,"  says  Willy  Walker,  a  se^ 
ond-yeai-  mba  student.  At  the  very  leas 
it's  probably  time  for  a  dean  who  wi 
agi'ee  to  use  electronic  mail 

By  John  A  Byrne  and  Lori  Bcniffiarr^ 
in  New  York 
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;afe  passage 
n  cyberspace 

heft-proof  credit-card  travel 
leans  cybertrade  can  take  off 

riewed  from  one  angle,  it's  just  a 
new  way  to  sell  a  bottle  of  wine. 
From  another,  Wells  Fargo  Bank's 
cent  alliance  with  cyberspace  wine 
erchant  Virtual  Vineyards  is  a  key 
rn  in  a  banking  revolution  that  will 
ck  the  industry  into  the  next  decade. 
Think  that's  hyperbole?  Here's  why 
i  not:  In  Febr-uaiy,  Wells  became  the 
st  U.  S.  bank  to  provide  a  secure  sys- 
Ti  for  credit-card  purchases  over  the 
Internet.  Instead  of  phon- 
ing or  faxing  their 


mortar  is  a  fatal  distraction"  for  banks, 
says  KPMG  Peat  Mai-wick  banking  con- 
sultant Richard  Crone. 

Not  for  Wells,  whose  stock  has  gained 
167%  in  tkree  years.  In  part,  that's  be- 
cause Wells  avoided  expanding  outside 
Califomia,  while  other  regionals  went 
on  expensive,  dilutive  acquisition  sprees. 
Instead  of  ovei-paying  for  branches,  "we 
can  be  cuiTent  on  the  evolution  of  com- 
puter networking  at  far  less  expense," 
says  Wells  President  William  F.  Zuendt. 

First,  Wells  must  prove  itself  on  the 
Net.  In  April,  with  a  small  electronic- 
payments  software  startup  called  Cy- 
bercash.  Wells  plans  to  expand  its  card- 
payment  system  to  20  more  merchants, 
with  fuU  rollout  set  for  May.  Wells  hopes 
to  draw  many  of  its  26,000  existing  card 
merchants  and  attract  new  ones. 
BIG  GUNS.  Wells  isn't  alone.  BankAmer- 
ica,  KeyCorp,  Nomest,  and  others  say 
they  plan  to  offer  similar  systems.  Mas- 
terCai'd  has  linked  up  with  a  small  com- 
pany called  Netscape  Communications 
Coi"p.,  and  Visa  has  given  the  in- 
dustiy  pause  by  joining  with  Mi- 
crosoft on  a  payment  system  to 
be  introduced  later  this  year. 


!dit-card  numbers  or  sending 
im  naked  over  the  Net,  Virtual  ^ 
leyards  customers  who  order  spe- 
>  Ity  wines  direct  from  the  vine- 
ii  "d's  electronic  catalog  transmit  their- 
)  d  numbers  cloaked  against  thievery 
'  1  fraud  with  a  secret  code. 
5ecure  card-payment  systems  cany 
)rmous  implications  for  commerce  on* 
Internet.  So  far,  purchases  made  on 
ire  dribbling  in  at  under  $100  million 
'ear.  But  the  convenience  and  pro- 
tion  of  secure  payment  systems  is 
)ected  to  detonate  an  Internet  ex- 
sion.  Mai'ket  researcher  KiUen  &  As- 
iates  predicts  that  $300  biUion  worth 
goods  and  services 
I  be  traded  over  the 
ernet  in  2000. 
BRICKS.  Not  only 


NET  PUSTIC 


Internet  payment  systems 


t,  secure  payment   in  the  works 

tems  will  enable  a 
)le  array  of  financial 
asactions  to  take 
2e  on  public  net- 
■ks.  That  should 
<e  it  easier 
ks  to  expand  their 
ichises  to  other 
es  and  regions — not 
ouilding  and  acquir- 
bank  branches,  but 
turning  their  cus- 
ers'  PCS  into  auto- 
ed  teller  machines, 
ying    bricks  and 


WELLS  FARGO/CYBERCASH  In  Feb 

ruary,  the  venture  launched 
a  secure  system  with  retail- 
er Virtual  Vineyards.  Full 
for  is  set  for  May. 

MASTERCARD/NETSCAPE  The 

bank-card  marketer  and  the 
developer  plan  to  test  a  sys- 
tem by  summer. 

VISA/MICROSOFT  The  two 

giants'  system  should  be 
ready  for  rollout  by  yearend 


Startups  such  as  First  Virtual  Holdings 
and  Open  Market  Inc.  have  offered  se- 
cure systems  for  months. 

But  most  of  the  industry  is  moving 
slowly  into  networked  banking,  in  part 
because  many  execs  were  burned  by 
costly,  fruitless  moves  into  home  banking 
a  decade  ago.  They  still  see  plenty  of 
computeiphobic  customers,  and  they  re- 
main skeptical  that  even  the  techno-sav- 
vy  will  trust  the  Net 
with  their  hard-won 
earnings,  security  sys- 
tems or  not.  But  these 
days,  PCS  outsell  TVs, 
and  nonbank  nvals  ai'e 
trying  to  take  banks' 
business  away.  "Too 
many  bankers  have 
theu-  heads  in  the  sand," 
says  William  M.  Randle, 
director  of  strategic 
planning  for  Huntington 
Bancshares  Inc.  in  Co- 
lumbus, Ohio.  That's  a 
dangerous  place  to  be, 
especially  when  those 
sands  are  shifting. 

By  Russell  Mitchell 
in  San  Francisco 


COMPUTERS 

PRICE.WAR 
@PC.LAND 

Desktops  and  laptops  are 
getting  real  cheap,  real  fast 

Will  personal-computer  companies 
ever  stop  cutting  prices?  You 
wouldn't  want  to  bet  the  mouse 
on  it — this  year,  anyway. 

On  Mar.  8,  IBM  and  Compaq  Computer 
Corp.  slashed  prices  on  their  desktop 
machines  by  up  to  23%.  The  moves  fol- 
lowed big  price  cuts  on  Mar.  3  by  Hew- 
lett-Packard Co.  that,  in  turn,  came  on 
the  heels  of  Febnaaiy  reductions  on  mo- 
bile PCS  from  Apple,  Compaq,  IBM,  and 
Toshiba.  And  then  there  were  the  price 
wai-s  of  1994.  For  PC  makeirs,  pricing  has 
become  a  constant  downward  spiral: 
"Leadei"ship  in  this  industry  implies  price 
competition,"  says  Jacques  A.  Clay,  gen- 
eral manager  of  hp's  pc  division. 

The  latest  round  of  price  cuts  is  a 
war*m-up  for  what  looks  like  another 
treacher'ous  year  for  PC  maker's.  Gone  is 
last  yeai''s  sizzling  27%  unit  sales 
gr'owth.  In  1995,  companies  expect  gains 
of  19%.  Now,  having  stolen  a  big  share 
ft-om  small  players,  the  industry's  big- 
gies have  just  one  place  to  tmTi  for  new 
business:  each  other's  customers.  "The 
top  tier  are  competing  for  market  shai'e 
against  themselves,"  says  Vadim  Zlot- 
nikov  of  Sanford  C.  Bernstein  &  Co. 
NEW  MACHINES.  The  PC  maker's  can  af- 
ford a  pr-ice  war\  The  cuts  are  being 
driven  by  Intel  Cor"p.'s  Feb.  1  price  re- 
ductions of  up  to  39%'  on  Pentimn  chips. 
And  the  lower  prices  are  paving  the 
way  for  new  machines,  which  most  big 
PC  makers  are  introducing  this  month. 

The  competition  won't  let  up  soon. 
On  the  industiy's  agenda  for  later  this 
year:  even  more  price  cuts  and  new 
products.  Some  PC  makers  hope  to  stay 
in  the  game  by  capitalizing  on  fast- 
growing  markets,  such  as  notebook  pes 
and  consumer  multimedia  machines. 
Others,  such  as  Compaq,  plan  to  com- 
pete by  adding  novel  featur-es  to  main- 
stream business  machines  (page  96). 

Not  eveiy  company  can  keep  up  with 
the  industiy's  furious  pace.  By  mid- 1996, 
figiu'es  Clay,  just  five  outfits  will  com- 
mand half  the  PC  market — down  fi-om 
10  today.  "The  PC  industiy  is  going  to 
become  Uke  the  car  industry,"  he  pr-e- 
dicts.  Tough  as  it  is  to  cut  prices,  the 
price  of  not  cutting  them  could  prove 
even  steeper. 

By  Robert  D.  Hof  in  San  Francisco, 
with  Ira  Sager  in  New  York  and  bu- 
reau reports 
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WE'D  TAKE  A  HIT  SHOW 
FROM  AniLA  THE  HUN' 

Strange  alliances  in  the  mad  new  world  of  broadcasting 


Like  most  network  executives,  abc 
top  programmer  Ted  Harbert 
spends  his  evenings  rooting  for  the 
home  team.  But  on  Mar.  21,  Harbert 
faces  a  dilemma.  At  8:30,  abc  Inc.'s  sit- 
com Thunder  Alley  will  take  on  a  new 
offering  from  NBC  Inc.  in  NewsRadio — 
and  Harbert's  network  helped  pay  for 
each  to  get  on  the  air.  "I  hope  NewsRa- 
dio does  very  well,"  Harbert  said  at  a 
recent  TV  conference  in  Las  Vegas,  "and 
beats  two  out  of  the  three  othei'  guys." 

The  notion  of  one  TV  network  helping 
another  is  odd,  especially  with  abc  and 
NBC  neck-and-neck  in  a  ratings  race. 
But  with  federal  rules  that  ban  net- 
works ft'om  owning  TV  shows  scheduled 
to  end  soon,  many  of  the  old  r-ules  about 
TV  production  and  distribution  are  sud- 
denly changing.  Hollywood  studios  that 
once  exclusively  supplied  the  networks 
with  TV  shows  are  launching  their  own 
networks;  and  the  networks  increasing- 
ly are  developing  progi'ams  themselves. 
Each  side  wonies  that  the  other  is  get- 
ting into  its  business — and  neither  can 
know  for  sure  how  the  trend  will  play 
out.  As  a  result,  with  Hollywood  about 
to  bring  out  its  spring  pilot  season,  a 
broad  range  of  new  alliances  is  being 
developed  among  networks,  producers, 
and  even  advertisers.  "We'd  take  a  hit 
show  from  Attila  the  Hun,"  says  nbc 
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West  Coast  President  Don  Ohlmeyer. 

NBC  didn't  go  quite  that  far — but  it 
did  turn  to  an  archiival  when  it  ordered 
up  NewsRadio  from  Brillstein-Grey 
Communications,  which  is  funded  and 
half-owned  by  ABC  parent  Capital  Cit- 
ies/ABC  Inc.  nbc,  in  turn,  recently  won 
an  order  to  produce  a  four-houi-  miniser- 
ies  for  abc  this  fall.  Meanwhile,  CBS  Inc. 
has  pitched  both  Fox  and  nbc  with  pi- 
lots for  the  coming  season. 


The  rationale  behind  these  deals? 
Now  that  they're  no  longer  forced  to 
broadcast  shows  other  companies  create 
and  own,  the  nets  want  to  be  sm"e  they 
have  a  stake  in  the  programming  that's 
eventually  sold  on  the  Information 
Superhighway — or  syndicated  for  huge 
payouts.  That  means  producing  rriore  of 
the  shows  they  air  and  selling  others  to 
rival  networks,  which  traditionally  pay 
most  of  the  production  costs  in  return 
for  the  initial  rights  to  air  them. 


TESTING,  TESTING:  NBC  turned  to 
archrival  ABC  to  fund  NewsRadio 


The  changes  at  CBS  are  a  good  exam- 
ple. "My  orders  are  to  create  a  viable 
stand-alone  business  to  diversify  us  fronr 
our  network  business,"  says  Andy  Hill 
president  of  CBS  Entertainment  Produc- 
tion. The  network  currently  produces 
about  18%  of  its  own  piime-time  lineup 
and  Hill  says  he  feels  a  tug  to  shov 
his  bosses  hot  projects.  Still,  he  recent 
ly  pitched  Fox  a  pilot  called  McLift 
that  was  too  racy  for  CBS's  format.  T( 
help  further  boost  the  fortunes  of  its 
own  flagging  schedule,  in  late  Febru 
ary  CBS  signed  an  unusual  deal  wit! 
NYPD  Blue  creator  Steven  Bochco  tha 
gives  the  network  a  half-interest  in  th( 
three  shows  Bochco  will  produce  fo; 
them  by  2000. 

CO-PILOT.  The  nets  are  searching  ou 
people  like  Bochco  because  they're  wa^ 
behind  in  lining  up  key  talent  to  mak( 
shows.  That's  why  nbc  recently  signed  ; 
production  deal  with  agents  Erwii 
Moore  and  Brian  Medavoy,  whose  cli 
ents  include  Melissa  Gilbert  and  Ciceh 
Tyson.  It's  also  why  abc  has  committe( 
$100  million  apiece  to  joint  venture: 
with  Brillstein-Grey  and  the  Dream 
works  team  of  Steven  Spielberg,  Davie 
Geffen,  and  Jeffrey  Katzenberg. 

Hollywood  studios,  already  worriec 
that  networks  may  one  day  produci 
most  of  their  own  shows,  are  fightinj 
back.  Both  Paramount  Pictures  Corpli 
and  Wamer  Bros.  Inc.,  two  of  the  in 
dustry's  most  prolific  TV  producers,  re 
cently  launched  their  own  networks 
Others  are  taking  a  different  tack 
Sony's  Columbia  Tii-Star  unit  is  joint! 
producing  two  pilots  for  hour-long  show, 
with  ABC.  And  Paramount,  concernei 
that  there  will  be  too  litti 
room  on  network  schedule 
for  outside  production,  hedge 
its  bets  by  allying  itself  wit  ^ 
the  nation's  leading  advertise: 
Procter  &  Gamble  Co.,  in  , 
three-year  cost-sharing  ar,' 
rangement.  The  studio  also  i| 
expected  soon  to  announce  i! 
deal  with  one  of  the  thre 
major  networks  to  take  shows  in  whic 
p&G  would  be  a  guaranteed  sponsor. 

The  pace  of  such  dealmaking  isn' 
likely  to  slow  any  time  soon,  eithei 
"Everyone  is  jockeying  for  position  b( 
cause  no  one  knows  what  the  future  i 
going  to  look  like,"  says  NewsRadi 
producer  Brad  Grey.  If  nothing  else 
the  upcoming  season  will  contain  eve 
more  Maalox  moments  than  usual  fo 
jitteiy  entertainment  execs. 

By  Ronald  Grover  in  Los  AngeU 




DREAM  BET 


ABC  is 

committing  $100  million  to 
Spielberg  &  Co.  to  develop 
new  programs 


What  Does  a  Multimedia 
Phone  Call  Look  Like? 


VIDEO 

CONFERENCING 

Hold  face-to-face 
meetings  across 
the  country  at  a 
moment's  notice. 
Share  graphics  and 
documents  without 
leaving  your  seat. 


MULTIMEDIA 
MESSAGING 

Send  and  retrieve  — 
or  store-and-forward 
—  faxes,  e-mail, 
voice  mail  and 
electronic  bulletin 
board  postings.  On 
screen  or  by 
telephone. 


BROADBAND 
TRANSMISSION 

We're  a  technology 
leader  in  implement- 
ing customer- 
premise  ATM.  So 
you  can  get  cost- 
effective  wideband 
transmission  on 
demand  for  imaging 
and  enhanced  data 
capabilities. 


COMPUTER 

TELEPHONY 

INTEGRATION 

Integrating  phones 
and  LANs  is  now  an 
affordable  reality. 
LANs  can  enhance 
data  flow  within  the 
enterprise;  Fujitsu's 
platform  can  extend 
that  flow  to  the  world. 


CALL 
CENTER 

Our  Automatic  Call 
Distribution  capabilities 
mean  you  can  prioritize, 
process  and  analyze 
thousands  of  incoming 
customer  orders  in  a 
single  work  shift. 


3n  the  Fujitsu  Multimedia  Platform,  it  could  look  like  an  ad  layout  an  associate  has  sent  to  your  PC,  or 
a  proposal  a  colleague  has  bit-streamed  from  another  sales  office  —  even  a  workgroup  member's  face 

during  a  "virtual"  meeting.  The  fact  is,  a  phone  call  coming  through  your  Fujitsu  Multimedia  Platform 
can  look  like  anything  you  want  to  send  or  receive,  from  anyone  else,  anywhere  else,  in  the  country. 
For  a  W^ite  Paper  on  the  "Future  of  Multimedia  in  the  Workplace,"  call  1-800-553-3263. 


FUjlTSU 

COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


News:  Analysis  &  Commentary 


PEOPLE 


THE  ODD  COUPLE  RUNNING 
A  HEALTH-CARE  COLOSSUS 

Given  Abbey's  messy  history,  can  its  new  partnership  survive? 

Timothy  M.  Aitken  and  Jeremy  M. 
Jones  are  a  study  in  conti'asts.  Ait- 
ken, 50,  is  a  flamboyant  British  in- 
vestment banker  who  has  bullied  and 
scratched  his  way  through  dozens  of 
deals  in  several  industries.  Jones,  53,  a 
bland  and  buttoned-down  Midwestemei', 
has  toiled  away  quietly  for  the  past  25 
years  in  the  health-care  business. 

The  question  now:  Can  these  two  op- 
posites  get  along?  They're  betting  yes. 
On  Mar.  2,  Jones,  chairman  of  Homedco 
Group  Inc.  in  Fountain  Valley,  Calif., 
and  Aitken,  chainnan  of  Abbey  Health- 
care Group  Inc.  in  nearby  Costa  Mesa, 
announced  a  merger  that  will  create 
the  largest  player  in  the  rapidly  ex- 
panding business  of  providing  health 
care  at  home.  The  merged  company  will 
have  $1.1  billion  in  sales  and  470  bi-anch 
offices  in  48  states.  Jones  will  be  CEo; 
Aitken  vdll  be  his  No.  2.  Wall  Street 
believes  they  can  make  a  go  of  it: 
Abbey's  shares  jumped  24%,  to  about 
35,  after  the  deal  was  announced; 
Homedco's  are  up  20%,  to  about  52. 

Jones,  nonetheless,  might  be  worried 
about  his  future.  Since  moving  to  the 
U.  S.  in  1991,  Aitken  has  pulled  Abbey 
from  the  brink  of  bankruptcy  by  refi- 
nancing the  company  and  buying  up 
competitors.  But  along  the  way,  he  has 
hired,  fii-ed,  and  bitterly  fought  with  a 
succession  of  high-level  managers. 
A  MISFIRING,  TOO.  All  told,  at  least  six 
suits  are  pending  against  Abbey  or 
Aitken,  including  actions  by  Victor  M. 
Chaltiel,  Abbey's  former  chief  execu- 
tive, whom  Aitken  fii-ed  last  Febniary, 
and  former  Chief  Operating  Officer  Mi- 
chael C.  Miller,  fired  by  Aitken  last  May. 
Chaltiel  did  not  return  calls  seeking 
comment.  Miller's  lawyer,  Joel  W.  Ba- 
ruch,  says  Miller  was  fii'ed  for'  complain- 
ing about  a  pi-evious  Abbey  acquisition. 
Aitken  says  Miller  was  fii-ed  for  poor 
performance. 

More  recently,  there  was  the  bizarre 
case  of  Jerilyn  P.  Asher,  president  of 
Abbev  from  July  to  December  of  1994. 


AITKEN  AND  JONES:  No  more  soap  operas 


In  a  series  of  public  announcements. 
Abbey  iii'st  asked  Asher  to  step  down 
on  Dec.  14,  after  she  complained  to  re- 
porters about  alleged  accounting  irregu- 
larities at  the  company.  The  following 
day,  however,  the  company  said  it  had 
"canceled  its  request"  for  Asher  to 
leave.  Instead,  Abbey  explained,  Asher 
would  stay  on  to  help  with  new-business 
development.  Moreover,  Asher  agr'eed 
to  r'etr-act  her-  statements.  She  declined 
public  comment  for  this  article. 

Aitken  br'ushes  off  the  suits.  "What's 
$2  million  or  $3  miUion  in  settlements 
compared  to  $50  million  in  savings  ft"om 
the  [Homedco-Abbey]  mer-ger?"  he  asks. 
Besides,  he  says,  "I've  gotten  the  boot 
three  times  myself.  It's  extr-emely 
unpleasant." 

Easy  for'  him  to  say.  As  he  often 
mentions,  Aitken  was  raised  by  his 


gr-andfather,  British  media  tycoon  an 
Cabinet  member  Lord  Beaver-brook.  H 
gr-ew  up  on  an  estate  near  London  an 
summer'ed  at  the  family's  place  on  th 
French  Riviei'a,  where  the  likes 
Winston  Chur'chill  and  Greta  Garb 
came  to  dinner'.  But  Aitken  insists 
"was  not  really  r'aised  with  a  silv 
spoon  at  all,"  because  he  "got  nothin 
fi'om  my  gr'andfather,  just  $150,000." 

Aitken  started  out  as 
cub  reporter  for  London 
Evening  Standard,  one  (firi 
his  gr'andfather's  paperi 
He  then  worked  briefly  fc 
the  British  brokerage  fin 
Rowe  &  Pitman  Ltd.  bi; 
was  told,  Aitken  says,  th£ 
"I  didn't  fit  in."  Later,  h 
formed  an  investmer 
company  and  hir-ed  hi 
cousin  Jonathan  Aitkei 
who  curr'ently  serves  a 
Britain's  Tr-easury  Chi( 
Secretar-^/.  Aitken  says  h 
was  dumped  from  th 
partnership  after  he  an 
his  cousin  got  into  a  dii 
pute  over  investmer 
str-ategy:  "I  didn't  talk  t 
him  for  five  years." 
SHORE  LEAVE.  To  SOOth 
the  sting,  Aitken  en 
barked  on  a  sailing  ra< 
fi'om  the  Canary  Islan 
to  Bar'bados.  Then,  th 
Abbey  post  came  up  afte 
another  cousin,  who  ha] 
pened  to  be  on  Abbey 
boar'd,  suggested  Aitken  for  the  job. 

At  Abbey,  Aitken  seems  to  r'elish 
good  spat.  Legal  squabbling  aside,  f( 
instance,  he  and  Chaltiel  feuded  ov 
ever-ything  ft'om  the  size  of  theii'  office 
to  the  pace  of  Abbey's  expansion, 
this  day,  Aitken  loves  to  show  gues 
press  clips  from  the  Chaltiel  fight  ar| 
other  disputes,  nicely  fi'amed,  hanging 
the  downstairs  bathr-oom  of  his  watel 
front  Newport  Beach  house. 

Jer-emy  Jones  asserts  there  will 
no  more  soap  operas  at  the  mergi 
company.  "From  now  on,  I'm  in  char] 
of  the  corporate  culture  of  this  compi 
ny,"  he  says.  And  Aitken  insists  th{ 
he's  "too  old  for  any  huge  new  fighti 
Besides,  he  plans  to  spend  more  time 
his  53-foot  yacht.  For  Jones,  perha] 
the  longer  Aitken  is  at  sea,  the  bettel 
By  Eric  Schine  in  Costa  Mesa,  Cali 


■'Pi 

c  rt. 


Aitken  wasn't  "raised  with  a  silver  spoon."  Grandfatlier 
Beaverbrook  left  him  "nothing... just  $150,000" 
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1 1  i  s  p  u  r  e 

EXCESS. 

Three   h  u  n  d  i'  e  d  twenty  HORSES.  T  w  i  n  -  s  e  q  u  e  n  t  i  a  1  TURBOS. 
R  a  c  e  -  i  n  s  p  i  r  e  d  front  and  rear  d  o  u  b  1  e  -  \v  i  s  h  b  o  n  e  SUSPENSION. 

Thf  Supra  <mklnt  has  been  desmied  t  ,-      .  i  ,  i        t  t  t  t  ,-1      r.  ■  i  • 

s,mUarly  to  a  motorcycle  cowling,  I'     t 'l 'I  t    cl  O  e  S  n    t    get    the  JUICES    going,    try  this. 

"wrapping"  the  driver  in  the 

instrument  cluster  for  maximum  j^,^  ^j^^    ^^^^    POWER-TO-WEIGHT    ratio    in    its  claSS, 

control  and  input.  ^ 

and  does  0  to  60  in  4.6*  seconds.  The    1995  Toyota  Supra  TURBO. 
It'll  make  you   SCREAM  at  the  TOP  of  your  lungs. 
And  lie   awake  at   night,  DREAMING. 
Call   1 -800-GO-TOYOTA  for  a  brochure  and  location 
of  your  nearest  dealer. 


®  TOYOTA  SUPRA 

1  Love  What  You  Do  For  Mc 


The  raw,  brute  power  of  this 
heavy-breathing  24-valve 
twin-turbo  will,  literally,  take 
your  breath  aivny. 


News:  Analysis  &  Commentary 


STRONG  IDEALS, 
WEAK  REVENUES 


DEALS 


SOCIAL  CONSCIENCE 
FOR  SALE? 

Rvka's  CEO  "sold  out"  to  L.A.  Gear,  claim  some  shareholders 


What  do  you  call  a  "socially  con- 
scious" company  that  agi-ees  to 
a  merger  giving  its  ceo  a  lucra- 
tive five-year  contract  while  sharehold- 
ers and  key  managers  are  left  with 
crumbs?  "Hj-pocritical"  is  one  teiTn  be- 
ing bandied  about  by  disgiimtled  inves- 
toi-?  in  Ryka  Inc.,  a  small  sneaker  mak- 
er best  known  for  combating  violence 
against  women. 

Investors  are  livid  about  a  Jan.  30 
agreement  to  sell  the  Norwood  (Mass.) 
company  to  L.A.  Gear  Inc.  for  S16.4 
milHon.  The  offer,  about  62c  a  share, 
was  roughly  equal  to  the  stock's  closing 
price  the  day  before,  and  well  below  its 
recent  high  of  81.09  last  September. 
Shareholders  were  fuither  incensed  to 
leaiTi  that  Ryka  founder  and  ceo  Sheri 
Poe  will  get  a  perk-laden  contract  with 
L.  A.  Gear  worth  at  least  Sl.3  million. 
Tv\-o  investors  have  filed  lawsuits  seek- 
ing to  block  the  deal. 
PERSONAL  TRAUMA.  Some  Ryka  employ- 
ees, meanwhile,  ai'e  angiy  that  the  mer- 
ger doesn't  include  pro\isions  for  man- 
agers other  than  Poe,  leaving  most 
insiders  with  worthless  or  near-woith- 
less  stock  options.  Chief  Financial  Offi- 
cer Roy  S.  KeKin  resigned  in  protest  on 
Feb.  24.  "There's  a  lot  of  disappoint- 
ment from  shai'eholders  and  employees 
who  feel  they  haven't  been  rewarded 
for  their  cc  mmitment  to  Sheri  and  her 
\ision  of  the  brand,"  he  says. 


These  days,  lawsuits  seem  to  pop  up 
after  mergers  Uke  muslirooms  after  a 
I'ainstoiTn.  But  angiy  Ryka  shai-eholdei-s 
seem  to  \iew  the  deal  as  almost  a  per- 
sonal betrayal.  A  rape  sm'\ivor,  foimder 
Poe  wove  her  pei-sonal  trauma  into  a 
potent  "cause-marketing"  message  for 
Ryka  that  stressed  fitness  as  an  antidote 
to  \iolence  against  women.  The  compa- 
nv  also  donated  monev  to  a  foundation 


women.  Investing  in  something  like  thi 
is  one  way  women  can  help  each  other.' 
■  In  the  deal  with  L.  A.  Gear.  Hennoi 
complains,  "[Poe]  is  well  taken  care  of 
and  the  rest  of  us  definitely  are  not 
How  could  a  company  with  such  stronj 
ideals  make  such  an  unfair  deal?" 

Poe  won't  comment,  citing  the  law- 
suits, but  insidei's  contend  the  criticism 
ignore  some  hai'd  facts.  Although  Ryk 
eked  out  a  sHm  profit  in  the  first  tw 
quartei-s  of  1994,  it  never  made  an  an 
nual  profit.  In  1993.  it  lost  S3.4  millio: 
on  revenues  of  S14.4  million.  Its  credit  i 
so  poor  that  it  has  been  paung  interes 
rates  of  more  than  207c  to  a  Koreai 
company  to  finance  its  orders.  Ryka  ha 
been  given  a  "qualified"  report  by  audi 
toi-s  eveiy  yeai-  since  its  1987  inceptior 
CASH  SUPPORT.  In  other  words,  say 
Susan  E.  Engel,  an  outside  dii'ector,  th 
merger  price  shouldn't  be  judgei 
against  stock  fluctuations  based  mosti 
on  hype.  "People  who  were  bujing  th 
stock  were  taking  a  gamble,"  she  says 
The  deal  was  negotiated,  Engel  says 
by  outside  dii-ectoi-s  w-ho  concluded  "tb 
companj-'s  gi'owth  prospects  were  bette 
with  L.  A.  Geai".  If  you  don't  grow  an( 
you  don't  make  money,  it's  hard  to  con 
tinue  social  advocacy."  What's  more,  En 
gel  says  Poe  negotiated  her  contrac 
with  L.A.  Gear— including  a  S100,00 
salaiy  raise — separately  and  says  th( 
boai'd  didn't  know  the  details  until  afte 
the  documents  were  finalized. 

Based  on  facts  available,  Boston  law 
yer  Louis  A.  Goodman  of  Skadder 
A-rps,  Slate,  Meagher  &  Flom  beUeve 
investors'  suits  will  be  haixi  to  win.  "Thi 
dii'ectors  have  no  obhgation  to  auctio: 


OFnONS 


LOAN 


set  up  by  Poe  to  combat  such  violence 
and  emphasized  its  status  as  a  female- 
ran  company  making  shoes  especially 
for  women.  The  pitch  helped  persuade 
investoi-s  to  plow  money  into  thi'ee  pub- 
lic offerings. 

"One  of  the  reasons  we  invested  is 
that  this  is  a  socially  conscious  compa- 
ny," says  Elizabeth  Hermon,  a  Cam- 
bridge (Mass.)  psychotherapist  who  says 
she  and  her  husband  bought  150,000 
Ryka  shares.  "'It's  run  by  women,  for 


SHERI  POE'S  DEAL 

The  Ryka  founder's  take  under  the  L.A.  Gear  deal 

$250,000  for  three  years;  $300,000 
by  the  fifth  year 

■  ^-^'^^^i'^-^  Up  to  50%  of  salary 

310,000  L.A.  Gear  stock  options 
$300,000  interest-free  for  five  years 

DATA:  COMPANY  REPORTS 

the  company,  although  they  need  t 
show  that  this  is  the  best  deal  the; 
could  get."  Its  financial  phght,  he  adds 
"gives  the  board  a  reasonable  case." 

Perhaps  Poe's  mistake  came  in  hold 
ing  herself  up  as  a  moral  pillar.  Peopl 
expected  her  to  adhere  to  a  higher-than, 
avei-age  standai-d.  WTien  she  didn't,  the;' 
accused  her  of  peiiidy.  The  lesson:  Mor 
ey,  ultimately,  may  talk  louder  than  sc 
cia!  good. 

By  Mark  Maremont  in  Bostx/t 
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Buy  a  Compaq 
Notebook 
And  Get  A 

Desktop  Free. 


Compaq  lJEEhlc4/75CX 


Compaq  SmartStation 


Just  how  do  vou  siet  two  PCs  for  the  price 
of  one?  Buy  a  Compaq  LTE  Ehtc  4/50CX 
or  4/75CX  by  April  30th,  and  we'll  give 
you  a  Compaq  SmartStation  to  go  with  it  — free. 

And  what's  so  smart  about  a  Compaq  SmartStation?  It's 
loaded  with  unique  features  like  "VCR-style" motorized 
docking,  plug-and-play  capabilities  and  integrated  Ethernet 
support.  And,  when  combined  with  our  top  of  the  line 
LTE  Elite,  it's  like  getting  a  network-ready,  expandable 
desktop.  What's  even  more  remarkable  is  that  it's  free  — 
still  another  reason  why  you  will  tind  this  combination 


CALL 


8  0 


to  be  the  perfect  solution  for  vour  needs  in  the  office. 

There's  nothing  lost  \\  hen  you're  on  the  road,  either. 
Because  the  LTE  Elite  is  our  most  powerful  notebook. 
And  \\  ith  its  built  in  AC  adapter,  you  won't  find  vourself 
lugging  anjund  any  extra  baggage. 

Simply  put,  buving  an  LTE  Elite  ri^ht  now  and  getting 
a  free  SmartStation  is  a  great  deal.  And  this  terrific  offer 
is  only  available  from  Compaq.  So,  if  vou  want  to  find 
out  w  here  vou  can  buy  one  great  computer  for  the  road 
and  get  another  lor  the  office 
Iree,  you  should  call  us  now. 

0-3  9  2-8  8  8  3 


COMPAQ 


S7(M)  ^.^luL■  hjsoci  on  cstimatod  sircct  price  Kc-si-ll.-r  pnics  mav  iar\  Oiler  valid  IVnm  2/1  /MS  through  4 /  1(1/95  ..r  vshilc  supplies  last  Dllcr  vali.l  in  LI  S  onK  Kevh.aril,  inous.-  an.l  m..nitnr  u.it  uic  lu.li-il 
Conipai],  rigislcrc.l  U  S  Patent  ami  Trademark  ( lllKe  LTE  tiite  and  SmartVation  are  tr.idemarks  ,,l  Conipat]  Computer  (.  orporation.  e  194;  Compac|  Computer  Corporation  All  rights  reserved 
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CHIPS 


MAKING  CHIPS 
IN  THE  STICKS 

No  site  for  a  new  plant  is  too 
far  off  the  beaten  track 


M 


Heron  Technology'  Inc.  made  Idaho 
famous  for  chips — and  not  potato 
I  chips.  Next,  the  Boise  maker  of 
computer  memoiy  chips  wants  to  spread 
the  wealth  around.  Any  day  now,  the 
company  will  announce  plans  to  build  a 
$1.3  billion  chipmaking  factoiy — one  of 
the  most  expensive  chip  plants  ever. 
Where?  In  one  of  three  places  just  as 
unlikely  as  Boise:  Omaha,  Oklahoma 
City,  or  the  Provo,  Utah,  area. 

Once  upon  a  time,  those  choices 
might  have  arched  eyebrows.  Not  now. 
In  fact,  of  10  or  more  new  gigabuck 
chipmaking  plants  currently  on  U.S. 
drawing  boards  or  nearing  completion, 
nary  a  one  is  located  in  the  intellectual 
capital  of  U.  S.  chipmaking — CalifoiTiia's 
Silicon  Valley. 

And  there's  plenty  of  building  going 


on.  Planned  investments  in  future  chip 
factories  worldwide  set  a  record  in  1994 
of  $80  billion,  figiu-es  vlsi  Reseaix-h  Inc. 
Indeed,  U.  S.  chipmakers  now  are  both 
outselling  and  outinvesting  their  Japa- 
nese rivals.  The  investment  figures  are 
good  news  for  fans  of  U.  S.  technolo- 
gy: In  semiconductors, 
capital  spending  usual- 
ly translates  into  mar- 
ket share. 

Micron  Technology 
will  have  to  pay  a 
hefty  price  for  plovring 
so  deep  in  the  boon- 
docks. Its  a  silicon 

v"s,  ReslThVS  SILICON  WHAT? 

dent  G.  Dan  Hutche-  Of  the  10  biggest  tactories 
now  on  the  drawing  board 
not  one  is  in  California 


son,  that  building  a 
new  plant  where  there 
are  no  others  will 
boost  costs  as  much  as  50%.  That's  be- 
cause of  the  infrastructure  needed  to 
handle  large  volumes  of  various  super- 
pure  materials  and  chemicals  needed 
to  manufacture  chips. 

That's  why  most  chipmakers  are 
building  their  new  plants  in  more  famil- 
iar growth  spots — primarily  Oregon. 
Chipmakers  have  been  hiking  to  the 


Northwest  for  yeai"s,  attracted  by  chea] 
power,  water,  and  land — plus,  more  re 
cently,  tax  breaks.  Intel  Coi-p.,  which 
already  Oregon's  largest  employer,  ha^ 
broken  gi-ound  near  Portland  for  stil 
another  plant — to  give  biith  to  the  chi] 
that  will  eventually  supplant  the  succes 
sor  to  its  Pentium  pr(  > 
cessor.  Korea's  Sam 
sung,  Japan's  Fujitsu] 
and  LSI  Logic  also  an 
shopping  for  an  Oregoi 
homestead. 

To  Micron,  a  maverl 
ick  obsessed  with  se 
crecy,  Oregon  and  Cali| 
fornia  are  simply  to^ 
crowded.  High-tech  c 
ture  may  fuel  progi'es; 
with  lunchtime  gossi 
and  happy-houi'  techm 
speak,  but  "off  by  itse: 
in  Idaho,"  says  George  Bums,  a  princ 
pal  of  Strategic  Marketing  Associate; 
Micron  has  succeeded  in  making  the  i: 
dustry's  smallest — and  therefore  leas 
costly — chip.  Given  its  success  so  fai 
says  Bums,  it's  not  suiprising  Micron  i 
looking  for  "another  lonely  place  t^ 
make  chips." 

By  Michael  J.  Parks  in  Seattt 


ADVERTISING 

JANIS  JOPLIN, 
MATERIAL  GIRL 

Her  antibourgeois  ballad  is 
now  selling  Mercedes-Benzes 


M 


Iercedes-Benz  has  a  new  TV 
spokeswoman.  She's  a  boozy  rock- 
er who  died  of  a  heroin  overdose 
25  years  ago.  Her  pitch  goes  like  this: 
Oh,  Lord,  won't  you  buy  me  a  Mer- 
cedes-Benz? My  friends  all  drive  Pors- 
ches; I  must  make  amends.  Worked 
hard  all  my  lifetime,  no 
help  from  my  friends.  Oh, 
Lord,  won't  you  buy  me  a 
Mercedes-Benz? 

Few  baby  boomers  can 
forget  Janis  Joplin's  song. 
And  the  a  capella  piece 
makes  for  an  effective 
backdrop  to  film  of  Mer- 
cedes $30,000  C-class  and 
$50,000  E-class  models 
cniising  country  roads. 

But  isn't  a  Woodstock- 
generation  sendup  of  capi- 
talism a  strange  way  to 
sell  a  luxuiy  automobile? 


Mercedes  doesn't  see  anything  odd 
about  it.  "Hey,  whatever  the  song  inight 
have  meant  back  then,  it's  a  different 
time,  it's  a  different  car,"  says  Lee  Gar- 
finkel,  40,  chairman  of  New  York  ad 
agency  Lowe  &  Partners/SMS,  which 
produced  the  commercial.  It  bought  the 
rights  to  the  song  from  Joplin's  estate 
and  from  Sony  Music  Entertainment. 

Mercedes'  motive  is  simple.  After 
lowering  the  sticker  on  its  cars  dur- 
ing the  past  18  months,  the  company 
now  wants  to  appeal  to  car  buyers  who 
are  younger  and  hipper  than  its 
current  median  customer — a  51-year- 
old  male.  "We  want  to  build  equity 
with  a  new  generation,"  says  Andrew 
C.  Goldberg,  36,  an  executive  at  Mer- 


OH  LORD../ 

"We  wanted  to  make 
Mercedes  more  approachable 


m 


more  likable,  more  relevant" 


m 


cedes-Benz  of  North  America  In 
The  commercial  is  the  latest  in  a  si 
ries  of  ads  Mercedes  began  airing  lai 
fall.  Aside  from  appealing  to  new  cu; 
tomers,  the  campaign  is  supposed  to  s( 
the  stage  for  new,  youth-oriented  roac 
sters  and  sport-utility  models  Mercede 
plans  to  bring  out  in  two  years.  Bot 
are  designed  to  lure  35-  to  45-year-ol 
luxuiy-car  buyers  away  from  the  like 
of  BMW  and  Audi. 

"ITS  A  RIOT."  The  ad  strikes  a  chor 
with  boomers  such  as  Mark  S.  Maj 
mar,  38,  an  executive  with  San  Frar 
Cisco's  Compass  Capital  Corp.,  wh 
bought  his  first  Mercedes  last  yeai'.  "It 
a  riot;  my  wife  sang  right  along  wit 
the  ad"  when  the  couple  fii'st  heard  i 
he  says. 

That's  the  sort  of  rea( 
tion  that  Mercedes 
counting  on.  And,  in  th 
end,  maybe  the  auto  mal 
er's  adoption  of  the  tunj 
was  inevitable.  After  a' 
few  companies  figiu-e 
prominently  in  the  lyri( 
of  a  generational  anthen 
Still,  it's  not  hard  to  pii 
ture  Janis  rocking  an 
rolling  over  in  her  gi-avf 
By  Lamj  Annstrong  ' 
Los  Angeles,  ivith  burea 
reports 
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When  the  body 
is  comfortable, 
the  mind  travels 
at  ease,  too. 


That's  the  philosophy  liehind 
World  Business  Class;"  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


Plus  personal  Nuleos.  inn(Aati\e 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  ycjur  trawl  agent,  KLM, 
or  Northwest  Airlines. 


@ NORTHWEST 
AIRLINES 

Some  People  Just  Knotv  How  to  Fly. 
l«800«447«474r 


KLM 


:m  ^^?¥^\  World  Business  Class" 


Northwest  -.(tc^'je.  ov-t  5000  pdics  ol"  lost  &  uncldimed  glavMi-j. 


In  Business  This  Week 
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AN  UNBREAKABLE 
GLASS  CEILING? 

AS  PRESIDENT  CLINTON  BACKS 

away  fi'om  affirmative  action, 
he  will  have  some  explaining 
to  do  to  members  of  his  Ad- 
ministration. The  Glass  Ceil- 
ing Commission,  chaired  by 
Labor  Secretary  Robert 
Reich,  voted  on  Mar.  8  to 
adopt  a  report  documenting 
widespread  limits  on  career 
advancement  for  minorities 
and  women.  Its  research 
shows  that  95%  of  senior-lev- 
el managers  in  the  largest 
American  companies  are 
men— and  97%  of  those  male 
managers  are  white.  The  bi- 
partisan panel  won't  make 
any  proposals  to  crack  the 


CLOSING  BELL 


TWINS!  HOW  CUTE 

Pregnancy  hasn't  gone  out  of 
style — but  sales  of  upscale 
maternity  wear  are  drooping 
decidedly.  Sweatpants  and 
casual  wear  have  cut  into 
revenues  at  retailer  Mothers 
Work,  whose  stock  price  has 
dropped  52%  since  mid- 
1993.  And  A  Pea  in  the  Pod 
hit  $2  in  December,  down 
from  $12  a  year  earlier.  Will 
marriage  suit  these  rivals? 
On  Mar.  6,  Pea  confirmed  it 
will  sell  out  to  Mothers  Work 
for  $23.9  million,  or  $5.50  a 
share.  Although  the  com- 
bined company  will  dominate 
the  high  end  of  the  mommy- 
to-be  market,  analysts  still 
expect  sluggish  growth. 


glass  ceihng  until  November, 
but  its  draft  report  urges 
strong  eiiforcement  of  federal 
affirmative-action  i"ules. 


McCAW  HANGS  UP 
ON  PCS  

IS    SMART    MONEY  FLEEING 

much  hyjDed  pereonal  commu- 
nications services?  Wireless 
entrepreneur  Craig  0.  Mc- 
Caw,  flush  with  nearly  $1  bil- 
lion in  stock  after  selling  Mc- 
Caw  Cellular  to  at&t,  bowed 
out  of  the  bidding  for  pes  li- 
censes. Prices  were  just  get- 
ting too  high,  says  an  asso- 
ciate: "At  this  point,  you've 
got  to  have  a  lot  of  staging 
power  to  make  the  economics 
of  this  business  work."  In- 
deed, the  top  bid  for  rights  to 
the  Los  Angeles  PCS  market 
had  hit  $494  million  by  Mar 
8;  New  York  had  fetched  a 
bid  of  $443  million.  McCaw 
may  retui'n  for  later  auctions. 


R.J.  REYNOLDS' 
NEW  SMOKE  ALARM 

AS   IF    CLASS   ACTIONS  AND 

state-backed  litigation  weren't 
enough,  R.-J.  RejTiolds  Tobac- 
co is  being  sued  by  one  of  its 
own  suppliers.  On  Mar.  7, 
Manville's  Schuller  Interna- 
tional unit  filed  suit  in  a  Den- 
ver federal  court  to  prevent 
Reynolds  from  marketing  cig- 
arette products  made  with 
Schuller's  glass  fiber  Accord- 
ing to  the  complaint,  Schuller 
was  comfortable  supplying 
Re\Tiolds  with  fiber  "for  de- 
velopmental purposes,"  but 
not  for  cigai'ettes  sold  to  con- 
sumers. Manville  won't  com- 
ment. Reynolds  calls  it  a 
"misunderstanding"  that  will 
quickly  be  resolved. 

CLARK  DUMPS 

ITS  LAST  ALBATROSS 

BUSINESS  101,  CHAPTER  ONE: 

Dump  losers,  keep  winners. 
On  Mar.  6,  Clark  Equipment 
capped  one  of  the  biggest  re- 


HEADLINER:  J. P.  BOLDUC 


A  FALL  FROMW.  R.  GRACE 


Who's  really  running  W.  R. 
Grace?  For  now,  it  may  be 
the  81-year-old  whose  name 
is  on  the  fi'ont  door.  Evi- 
dence of  that  came  with 
the  Mar.  2  resigna- 
tion of  J.  P.  Bolduc 
as  CEO  of  the 
health-care  and 
chemical  giant. 

Bolduc,  a  for- 
mer consultant, 
w-as  handpicked 
by  Chaii-man  Pe 
ter  Grace  to  run  the 
company.  His  ouster  has 
riled  shareholders.  "We're 
outraged  by  the  fact 
that ...  it  doesn't  appear  to 
be  because  of  his  perfor- 
mance," says  a  fund  man- 
ager Indeed,  the  restruc- 
turing Bolduc  had  wTought 
since  1990  is  working.  Op- 
erating income  rose  22% 


last  year,  to  $587  milhon. 

In  a  statement,  Bolduc 
cited  "differences  of  style 
and  philosophy  with  the 
company's  leadership." 
The  company 
wouldn't  elabo- 
rate. But  some 
say  the  rift  may 
have  involved 
negotiations  by 
Grace's  son,  Pe- 
ter III,  to  buy  a 
Grace  restaurant- 
management  unit. 
The  deal  was  for  less  than 
$1  million,  but  "you  had 
delicate  negotiations,"  says 
one  director,  "and  Peter  Sr. 
was  siding  with  liis  son."  A 
former  executive  says  di- 
rectors hoped  for  a  recon- 
ciliation, but  ultimately  sid- 
ed with  the  chairman. 

By  Gail  DeGeorge 


structurings  in  America's 
heartland,  seUing  its  50% 
stake  in  vme  Group,  a  con- 
struction equipment  maker, 
to  paitnei-  Volvo  for  $573  mil- 
lion. With  the  deal,  Clark 
abandoned  the  cyclical,  low- 
margin  industries  that  once 
held  its  income  statement 
captive.  It  sold  its  forklift 
business  to  Terex  in  1992  and 
unloaded  its  Brazifian  auto 
transmission  operations  last 
year.  What's  left?  The  rich 
Bobcat  mini-excavator  busi- 
ness and  Clark's  double-digit 
mai'gin  axle  and  transmission 
unit — plus  a  newiy  acquired 
road  paver  outfit  and,  soon, 
golf  cart  maker  Club  Car. 

GLOOMY  GUSES 

K  US  

WHERE    ARE   THOSE  POWER 

Rangers  when  you  need 
them?  After  a  bummer  of  a 
Christmas,  Toys  'R'  Us  on 
Mar  8  warned  analysts  that 
earnings  gi'owth  would  slow 


this  year,  citing  aggressivi 
pricing  and  weak  \ideo  gami 
sales.  Phfft  went  the  retail 
er's  stock,  dropping  6.5%,  ti 
25;  it  peaked  at  nearly  4! 
early  last  year.  Some  ana 
lysts  remain  bullish:  Wert 
heim  Schroder  Managing  Di 
rector  Robert  Schweicl 
praises  Toys'  investments  ii 
new  stores  overseas  and  say 
the  current  lull  in  vide' [J 
game  sales  should  end  late: 
this  year.  Says  Schweich 
"This  is  one  of  many  buyinj 
opportunities." 

ETCETERA... 


■  Wellcome  caved,  advisinj 
shareholders  to  take  Glaxo' 
$15  billion  acquisition  offer 

■  IBM  was  found  not  liable  fo' 
the  wrist  and  hand  injuries  o 
a  woman  who  used  its  PC. 

■  uSAir  will  cut  170  flight 
from  its  schedule,  refocusinj 
on  the  East  Coast. 

■  AT&T  can  pay  .$3.26  billioi 
to  buy  the  rest  of  lin  Broad 
casting,  an  appraiser  said 
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iihe  Hiaman  brain 
can  outsmart  even  the  most 
powerful  supercomputer 
in  a  game  of  chess. 


So  why  let  your  computer  system 
dictate  the  way  you  ruri  your  business 

Wouldn't  life  be  grand  if  you  could  run  your  business  without  being  held 
back  by  your  information  system?  At  J.D.  Edwards,  we  design  our  software 
with  the  flexibility  to  evolve  with  your  company,  even  if  your  operations  are 

all  over  the  world.  So  you  can  concentrate  on  business  knowing  your 
information  system  will  be  right  at  your  side.  To  find  out  how  J.D.  Edwards 
software  solutions  can  help  your  company,  call  us  at  1-800-727-5333,  ext.  101. 

JDEdwards 

i=^^=^=    Software    For    A    Changing    World"  — 


©1995  I  D  Edwards  it  Company 


Think  locally.  Act  globally. 


KOMAfSU 

Head  Office :  2-3-6  Akasaka,  Minato-ku  Tokyo  107,  Japan  Phone :  (03)  5561,2617  Facsimife :  (03)  3' 
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JIRRY  SUMMERS:  FROM  PRODIGY 
rO  PUNCHING  BAG 


Is  a  boy-wonder  economist  at  Harvard  University  and 
the  World  Bank,  LawTence  H.  Summers  was  in  gi'eat  de- 
mand on  Capitol  Hill,  where  his  testimony  was  eagerly 
iUght  on  economic  issues  ranging  from  inflation  to  savings  in- 
■ntives.  Now  chief  international  strategist  for  the  Treas- 
•y  Dept.,  Summers  is  a  hot  commodity  with  Congress  again, 
it  it's  not  his  counsel  lawmakers  want — it's  his  hide. 
With  the  dollar  in  a  free  fall  and  the  Clinton  Administra- 
jn's  $20  billion  rescue  plan  for  Mexico's  economy  under  at- 
ck,  the  40-year-old  iS'easury  Under  Secretary  is  being 
reed  to  fend  off  critics  on  two  fronts.  At  a  Mar.  7  hearing, 
s  fo"st  before  the  Republi- 
n-controlled  House,  Sum- 
ei-s  was  giilled  for  not  antic- 
ating  the  peso  crisis— which 
iw  appears  to  be  helping 
ag  the  dollar  down  against 
e  Japanese  yen  and  Gemian 
ark.  International  markets 
e  ''giving  the  American  peo- 
5  a  message — and  that  is, 
ur  leaders  have  put  you  in 
3pardy,"  says  Rep.  Dana 
)hrabacher  (R-Cal). 
APEGOAT?  Summers'  fans 
Tr-easury  maintain  he's  a 
idy  target  for  Republicans 
gry  at  Ti"easui-y  Secretary 
ibert  E.  Rubin  and  Presi- 
:  nt  Clinton  for  end-ranning 
I  ngi-ess  on  Jan.  31  with  a 
•  ixican  aid  plan.  And  the 
^  blames  the  dollar's  plunge 
the  loan  package,  which 
iy  claim  has  chained  the 
^enback  to  the  peso.  "Lar- 
s  being  made  the  scape- 
it,"  grouses  one  Clintonite. 
Being  placed  on  the  defen- 
is  rare  for  Summers,  a 
icy  wonk  described  by  colleagues  as  both  brilliant  and 
ogant.  It  was  Summers  who  miffed  other  Administration 
cials — particularly  the  ti-ade  team — by  demanding  he  be 
sole  dollar  maven.  Now  his  gi-ab  for  tuif  is  coming  back 
iiaunt  him.  "He's  so  big  in  personality  that  he  got  to  han- 
the  account  alone,"  concedes  one  Wliite  House  insider 
iarly  in  his  Presidency,  Clinton  pursued  a  weak-dollar 
cy  aimed  at  prodding  Japan  to  naiTOw  its  trade  smplus  by 
ning  its  domestic  market  to  U.  S.  goods  and  services.  Af- 
an  initial  plunge  by  the  greenback  in  1993,  the  Adminis- 
;ion  insisted  it  did  not  want  to  see  the  dollar  fall.  But  cur- 
•cy  traders  were  convinced  the  U.  S.  still  secretly  favored 
leaper  dollar.  That  became  a  self-fiiLfilKng  prophecy,  thanks 
A'^ashington's  tepid  support  for  the  greenback  and  stingy 
leral  Reserve  interventions  to  prop  up  the  currency. 
Vithin  the  Administration,  officials  say.  Summers  increas- 


Mexico  was  warned  4irepeatedly 
and  with  increasing  urgencyjif 
that  it  must  raise  rates  or  devalue 

—  L  AW  R  E  N  C  E  S  U  M  M  E  R  S ,  Treasui-v  Under  Secretary 


ingly  expressed  wony  about  the  dollar's  periodic  collapses  and 
sought  a  policy  of  cuiTency  stability.  One  of  his  biggest  clash- 
es came  last  year,  when  U.  S.-Japan  trade  talks  broke  down 
and  the  dollar  slide  resumed.  After  U.  S.  Ti-ade  Representa- 
tive Mickey  Kantor  and  Commerce  Secretary  Ronald  H. 
Brown  mused  publicly  that  a  weaker  dollar  might  not  be  so 
bad.  Summers  assailed  them  in  a  closed-door  meeting.  Rela- 
tions got  so  bad  that  Kantor  had  aides  compile  a  gi-aph  that 
showed  his  remarks  did  not  trigger  the  gi-eenback's  plunge. 

Summers  even  riled  Rubin,  then  head  of  the  White  House 
National  Economic  Council — and  now  Summers'  boss.  As 

the  Under  Secretaiy  warned 
that  a  trade  rupture  with  Ja- 
pan would  panic  currency 
markets,  Rubin,  former  co- 
chairman  of  Goldman,  Sachs 
&  Co.,  shot  back:  "I've  been  a 
trader,  and  I  can  tell  you  no- 
body can  predict  how  traders 
will  behave." 

BETWEEN  JOBS.  Summers  ulti- 
mately convinced  the  Admin- 
istration that  stabilizing  the 
dollar  was  more  important 
than  a  hard  line  on  trade.  But 
traders  keep  pushing  the  dol- 
lar down,  persuaded  that  the 
I'.  S.  won't  close  its  trade  def- 
icit, reduce  its  budget  gap,  or 
prop  up  the  cuirency. 

As  Congi'ess  links  the  dol- 
lar's dive  to  Mexico,  Rubin  has 
managed  to  duck  some  of  the 
bullets  because  he  was  be- 
tween jobs  when  a  bungled 
peso  devaluation  set  off  the 
crisis  on  Dec.  20.  That  has  left 
Summers,  who  was  in  charge, 
on  the  hot  seat. 

U.  S.  authorities  say  Sum- 
mers warned  Mexican  officials  last  year  to  raise  interest 
rates  or  devalue  the  peso  to  coimter  their  yawning  ciurent-ac- 
count  deficit.  Mexico  was  warned  "repeatedly  and  with  in- 
creasing urgency"  as  the  year  went  on.  Summers  insists. 
Retorts  a  Mexican  official  who  has  dealt  directly  with  Sum- 
mers: "He  is  convinced  that  the  main  reason  behind  this  cri- 
sis was  the  Bank  of  Mexico's  bad  monetaiy  management.  It 
really  irritates  eveiyone  here." 

Indeed,  U.  S.  officials  say  the  Mexicans,  on  the  eve  of  deval- 
uing, ignored  advice  to  couple  devaluation  with  economic  i-e- 
fonns.  "They  stuck  us  with  a  fait  accompli"  says  one  official. 

Nor,  for  that  matter,  can  Summers  and  Rubin  persuade 
traders  to  bid  up  the  dollar  without  a  dramatic  change  in  the 
U.  S.  economic  policy.  For  a  wunderkind  who  wanted  the 
challenge  of  iimning  U.  S.  dollar  policy,  it's  a  humbling  lesson. 
By  Dean  Foust  and  Douglas  Harhrecht  in  Washington 
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First  Mexico's  peso  plunged,  international  inves- 
tors fled,  and  the  country's  debt-fueled  economy 
started  to  unravel.  Then  the  cun-encies  of  a  host 
of  high-debt  economies  from  Canada  to  Thailand 
came  under  attack.  Now,  as  Congress  grapples 
with  reining  in  federal  deficits  (page  28)  and  Pres- 
ident Clinton  straggles  to  bail  out  his  Mexican  al- 
lies (page  52),  it's  America's  turn  to  be  taken  to 
the  woodshed  by  the  market  for  its  excesses  of  debt. 

After  several  months  of  relative  calm,  the  battered  U.  S. 
dollar  is  plummeting  once  more  against  the  hard-money  cur- 
rencies of  the  world.  In  a  mai'ket  already  badly  shaken  by  the 
collapse  of  the  venerable  Barings  PLC  merchant  bank,  the  dol- 
lar has  skidded  to  all-time  lows  (charts,  page  49)  against  the 
German  mark,  Swiss  franc,  and  Japanese  yen. 

Welcome  to  the  debt  crisis  of  '95.  It's  one  in  which  the  tril- 
lions of  dollars  of  portfolio  money  now  coursing  through  the 
global  economy  call  the  shots.  With  trade  going  global  and 


country  after  country  reaching  out  to  foreign  investors  to  fi  jj 
nance  everything  from  trade  imbalances  to  superhighways,  i  njn 
new  creditor  class  composed  of  millions  of  faceless  individuals  leti 
and  institutions  has  sprung  up.  These  creditors  are  demand  Pjt 
ing  their  due  from  America,  by  far  the  largest  borrower  oi  egif 
earth.  In  short  order,  says  Nicholas  P.  Sargen,  chief  globa  ifa; 
strategist  at  J.  P.  Morgan  Securities  Inc.,  the  U.  S.  is  leaminj 
that  "the  price  of  breaching  mai'ket  discipline  is  much  mor(  at  i, 
painful  than  anyone  ever  expected."  kq 
What  the  market  wants  is  simple:  less  debt  or  highe:  ijjj 
interest  rates.  In  fact,  the  dollar  rout  is  raising  fears  of  i  jp,., 
r'ound  of  global  deflation  if  the  Feder-al  Reser've  is  forced  t(  n^^i 
boost  short-ter'm  U.  S.  interest  rates  to  defend  the  currencj 
While  Fed  Chairman  Alan  Greenspan  is  giving  no  hints  tha 
he  wants  to  push  rates  up,  he  is  clearly  upset  by  the  dollar*  ^^^^^ 
w'eakness.  Not  only  is  it  "unwelcome  and  overdone,"  he  tol(  jj  f( 
Congress  on  Mar  8,  "it  adds  to  potential  inflation  pressures  i  n't , 
our  economy."  Treasury  Secretary  Robert  E.  Rubin  maintain 
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MEXICO 


The  peso's  collapse  m 
December  sends  Mexi- 
can debt  and  equity  prices  into  a 
tailspin  that  even  a  $53  billion, 
U.S. -led  bailout  can't  stop.  The  crisis 
spreads  worldwide  as  global  money 
managers  slash  the  value  of  curren- 
cies, stocks,  and  bonds  in  nearly  every 
economy  with  heavy  foreign  debt  and 
weak  national  finances. 


IIKI  The  dollar  crashes  against  the  mark  and  the 
IJEfl  yen  as  traders,  already  worried  about  the' 
cost  of  the  Mexican  bailout,  shift  their  anxiety  to 
the  Federal  Reserve.  They  fear  a  lax  Fed  won't  raise 
rates  until  late  spring,  allowing  inflation  to  pick  up. 
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The  dollar  is  crashing. 
Mexico  is  in  meltdown. 
The  European  currency 
system  is  collapsing.  One 
force  driving  it  all:  Global 
money  traders  voting 
thumbs-down  on  deficits 


at  a  stronger  dollar  would  be  in  "our  national  interest."  To 
imnier  that  point  home,  he  ordered  the  Fed  earlier  in  the 
3ek  to  buy  gi'eenbacks  to  try  to  brake  their  decline. 
But  even  amid  this  show  of  U.  S.  support,  there's  no  giiai-an- 
e  global  money  managers  will  change  their  minds  for  long, 
uffed  to  the  gills  with  dollai's  after  decades  of  heavy  Amer- 
m  trade  deficits  and  boirowings,  fund  managers  no  longer 
mt  to  hear  vague  assui-ances  about  America's  fiscal  health. 
HE  DEFICIT  THING."  They  acknowledge  that  the  U.  S.  econ- 
ly  is  growing  strongly  and  that  the  nation's  technology 
d  productivity  are  among  the  best  in  the  world  (page  51). 
metheless,  wonied  about  the  effect  on  their  massive  debt 
Idings  of  renewed  U.  S.  inflation  and  a  possibly  open-ended 
nerican  obligation  to  Mexico,  they  now  are  demanding  im- 
idiate,  fti'm  action  to  shore  up  America's  balance  sheet, 
id  fearing  they 
in't  see  it  any 
le  soon,  they're 


EUROPE 


Money  from  the  world  over  floods 
into  the  mark  as  the  Bundesbank 
signals  displeasure  with  the  scale  of  the  Mexi- 
can rescue — and  indicates  German  interest 
rates  may  head  higher.  Europe's  deficit  econo- 
mies— Spain,  Portugal,  Greece,  Sweden,  and 
even  Britain — take  a  beating  at  the  hands  of 
currency  traders.  Prospects  for  a  European 
monetary  union  grow  even  more  dim. 


racing  to  dump  greenbacks  as  fast  as  they  can.  "It's  the  def- 
icit thing,"  says  Madis  Senner,  manager  of  Van  Eck  Global  In- 
come Fund.  "People  are  calling  North  America  the  'peso 
bloc'  This  does  not  look  pretty." 

In  fleeing  from  the  dollar  to  stronger  currencies,  these 
investors  may  be  finally  bringing  about  a  watershed  in  global 
finance  that  has  been  a  long  time  in  coming.  Much  as  the 
British  pound  was  forced  to  relinquish  its  role  as  the  world's 
reserve  currency  as  the  U.  S.  economy  gi-ew  in  importance, 
now  the  pound's  replacement — the  dollar — is  being  forced  to 
make  room  for  the  cuirencies  of  economies  with  comparable 
heft  and  tougher  central  banks. 

In  many  ways,  this  dollar  crisis  is  more  troubling  than  the 
spell  of  weakness  that  plagued  the  U.  S.  currency  when 
Jimmy  Cailer  was  President  in  the  1970s.  Even  now,  the  dol- 

lar  makes  up  60%  of 
■ifl^f^  world  foreign  exchange 
reserves.  But  the  lat- 
est shift  out  of  green- 
backs will  probably  be 
accelerated  by  the  new 
stiucture  of  internation- 
al financial  markets.  In- 
creasingly dominated  by 
American  mutual-  and 
hedge-fund  investors  con- 
trolling perhaps  $2  tril- 
hon  in  assets,  this  inves- 
tor class  is  far  different 
from  the  patient  banks 
and  multilateral  develop- 
ment agencies  that  once 
provided  the  globe's  inter- 
national capital  supply. 

Today's  hot-money  set 
is  benefiting  from  chang- 
es in  investment  technolo- 
gy that  have  made  huge 
sums  available  to  compa- 
nies and  governments  that 
never  were  able  to  gai'ner 
much  overseas  portfolio  in- 
vestment before.  Investors 
now  can  move  money  from 


JAPAN 


ity 


Faces  the  possibi 
of  rising  interest 
rates  and  a  $200  billion  re- 
pair bill  in  the  wake  of  the 
Kobe  earthquake.  So  Japan  is 
slowing  the  recycling  of  its 
$145  billion  annual  trade  sur- 
plus to  conserve  cash.  That 
pushes  the  yen  to  record 
highs,  raising  questions  about 
exporters'  profits  and  the  dur- 
ability of  an  already  sluggish 
recovery. 
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WRONG  TURN? 

Thailand  took  on 
debt  to  build 


Ti'easm-y  bills  to  Mexican  retail  stocks  to  Gennan  gov- 
ernment bond  options  just  by  picking  up  the  phone. 
This  is  calling  into  question  the  whole  notion  of  nation- 
al currencies.  "Ten  years  ago,  if  you  thought  investing 

in  Me.xico  was 
a  good  idea, 
you'd  have  had 
no  idea  how  to 

go  about  doing  it,"  says  Merrill  Lynch  &  Co.  economist 
William  Sterling.  "Now,  it's  as  easy  as  dialing  1-800-mu- 
tual  fund." 

In  this  new  market,  money  moves  faster  than  ever, 
raising  the  possibility  that  billions  can  flow  in  or  out  of 
an  economy  in  seconds.  So  poweiful  has  this  force  of 
money  become  that  some  observers  now  see  the  hot- 
money  set  becoming  a  sort  of  shadow  world  govern- 
ment— one  that  is  in-etrievably 
ei'oding  the  concept  of  the  sove- 
reign powers  of  a  nation-state. 

This  amorphous  mass  of  in- 
vestors can  penalize  countries  ,  .  , 
such  as  the  U.S.  by  denying  SUperUlgnways, 
them  ready  access  to  funds.  0th-  and  its  Currency 
er  countries  that  have  slashed  took  a  beating 
deficits,  boosted  savings,  and  re- 
formed their  financ- 
es— such  as  Chile 
and  New  Zealand — 
are  rewarded  with 
strong  cuiTencies 
and  buoyant  domes- 
tic markets.  As  cash 
has  flowed  around 
the  world,  "control 
of  monetaiy  and  fis- 
cal pohcy  has  de- 
volved," says  Moms 
W.     Offit,  chief 
executive  of  New 
York's  Offitbank. 
"Countries  don't 
control  their  own 
destiny.  If  they  don't 
discipline  them- 
selves,  the  world 
market  will  do  it  for 
that  reason,  perhaps,  that  the  Fed  and 
the  Clinton  Administration  have  not 
taken  heroic  measures  to  halt  the  dol- 
lar's slide. 

OVERSHOOTING.  Of  course,  the  Adminis- 
tration might  soon  persuade  its  Group  World  Currency 
of  Seven  aUies  to  mount  a  dollar-rescue  niarketS 
operation,  much  as  it  did  when  the  cur- 
rency collapsed  in  1987.  Bundesbank  Pi-esident  Hans  Tietmey- 
er  even  concedes  he  might  sanction  "a  small  rate  cut."  But 
Fed  ChaiiTnan  Greenspan  believes  the  weak  dollar  must  focus 
attention  on  the  point  that  America's  low  savings  rate  and 
trade  and  budget  imbalances  have  to  be  addressed.  "The 
only  solution  [for  the  U.  S.]  is  either  to  raise  interest  rates  or 
cut  the  deficit,"  notes  investment  banker  Fehx  G.  Rohatyn  of 
Lazard  Freres  &  Co.  But  because  higher  interest  rates  "will 
create  a  straitjacket  for  the  economy,"  Rohatyn  says,  Wash- 
ington may  have  little  choice.  Without  new  Japanese  financing 
of  U.  S.  deficits — something  that's  not  likely — the  market 
may  force  upon  the  U.  S.  what  the  Republicans  failed  to 
achieve  in  Congress.  "The  collapse  of  our  cuirency,"  Rohatyn 
wams,  "will  force  us  to  balance  our  budget." 

With  more  than  $1  tnllion  a  day  sloshing  around  the  cur- 
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rency  market,  there  may  be  few  other  .«„ 
ways  to  hold  the  dollar  up  for  long.  BACKLASH 
And  letting  the  market  work  might  be  Debt-plagued 
all  for  the  best.  In  a  world  of  totally  J^g^Jy  is 
fi-ee  capital  movements,  money  should        ^  . 
be  able  to  go  where  it  earns  the  best  ^ncounteimg 
returns.  The  outflow  of  U.  S.  portfolio  resistance  tO 
cash  has  fueled  privatizations,  pumped  spending  CUtS 
up  stock  and  bond  markets,  created 
jobs,  and  eased  the  way  for  political  and  economic  reforms,  e 
pecially  in  the  Third  World. 

But  the  easy  flow  of  cash  can  give  an  illusoiy  impression 
stability.  When  it  reaches  a  torrent,  as  it  did  in  1993  and  '9r 
when  more  than  $150  billion  poured  into  emerging-markif ' 
countnes  alone,  prices  of  stocks  and  bonds  can  become  infla! 
ed  way  beyond  their  fundamental  values.  It  was  much  tl| 
same  story  with  financial  assets  of  numerous  other  hig' 
debt  countries,  where  high  valuations  brought  on  by  sudd( 
cash  inflows  bred  complacency  among  investors  and  polic; 
makers  alike.  Says  E.  Gerald  Corrigan,  senior  adviser 
Goldman,  Sachs  &  Co.:  "One  of  the  curses  of  these  cmrent 
nancial  markets  is  that  they  overshoot — repeatedly  and  su 
stantially." 

Indeed,  when  U.  S.  interest  rates  were  low  in  the  eai" 
1990s,  American  investors  searching  for  high  returns  pump( 
$300  billion  into  international  stocks,  bonds,  and  mutual  func 
It  was  an  accomplishment  all  the  more  amazing  because  tl 
U.  S.  was  racking  up  a  $400  billion  current-account  deficit  di 
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ng  the  period.  When  $225  billion  in  direct  foreign  investment 
s  factored  in,  the  U.  S.  outflow  represented  neai'ly  3%  of  the 
lation's  gross  domestic  product  by  its  1993  peak,  estimates 
sterling.  In  terms  of  gross  domestic  product,  that  is  a  full 
)ercentage  point  more  than  the  resources  America  shipped  to 
Europe  in  the  1940s  under  the  Marshall  Plan. 

America  managed  this  herculean  investment  feat  by  bor- 
■owing  heavily  from  the  centi'al  banks  of  Japan  and  other  sur- 
)lus  nations  to  cover  its  chi-onic  trade  deficits.  That  lunmpv  bit 
reed  domestic  savings  to  go  overseas.  But  when  "•"Nt  i  rl  I 
he  Fed  raised  rates  last  year  to  counter  inflation  Currency  traders 
ind  slow  a  strong  economy,  the  rales  of  the  game      Chicago  and 

elsewhere  are 


:hanged  in  an  instant.  With  higher  yields  at  home, 
he  allure  of  overseas  assets  suddenly  began  to 
vane.  In  fact,  economist  Sterling  estimates  that  the  new  global 
American  investors  may  buy  as  Httle  as  $30  billion  economic  powei'S 
n  overseas  stocks  and  bonds  in  1995,  less  than 
lalf  1994's  total. 
INEASE.  The  slowdown  in 
nvestment  flows  gave  the 
lollai'  a  temporaiy  hft.  But 
:  wasn't  enough  to  over- 
ome  the  greenback's  fun- 
amental  weaknesses.  In 
act,  as  Mexicans  have  dis- 
overed  in  recent  months, 
he  money  managers  who 
lunged  into  Mexico  City's 
iolsa  de  Valores  when 
mes  were  heady  are  any- 
ling  but  patient. 

Now,  Washington  and 
/all  Street  are  finding  how 
lat  process  works  as  in- 
estors  flee  the  U.  S.  With 
le  federal  government 
lanning  to  sell  an  estimat- 
i  $1.4  trillion  in  new  debt 
y  the  end  of  the  centu- 
',7— and  with  20%  of  U.S. 
Dvernment  debt  now  in 

reigners'  hands — it  has  taken  only  a  few  weeks  of  financial 
:ters  to  knock  the  dollar  off  its  perch.  "There's  a  flight  to 
laJity,"  says  Alan  E.  Royle,  treasui-er  of  S.  C.  Johnson  &  Son 
ic.  "People  think  the  Germans  know  what  they  are  doing." 
The  dollar's  troubles  began  as  the  Mexican  bailout  bogged 
)wn.  As  the  peso  sank  from  3.5  to  the  dollar  to  7,  investors 
arted  worrying  that  Washington  was,  in  effect,  putting 
exico's  debts  on  its  own  balance  sheet.  If  the  Administra- 
)n's  huge  bailout  effort  doesn't  work,  many  asked,  what 
en?  Says  cs  First  Boston  Chairman  David  C.  Mulford: 
^ou  can  argue  that  Mexico's  devaluation  has  tainted  the 
fe-haven  status  of  the  dollar" 

Adding  to  that  sense  of  unease  was  the  naiTow  defeat  in 
e  Senate  of  the  Balanced  Budget  Amendment.  Now,  inves- 


tors are  woiTying  that  talk  of  tax  cuts  will  continue  despite 
the  amendment's  failui'e.  "The  optimism  that  something  would 
be  done  on  the  long-standing  U.  S.  budget  deficit  problem  has 
disappeared,"  argues  Jonathan  H.  Francis,  head  of  global 
strategy  at  Boston's  Putnam  Investments. 

To  many  fund  managei-s.  Fed  ChaiiTnan  Greenspan  provid- 
ed the  clincher  Greenspan's  lobbying  in  favor  of  the  Mexican 
rescue  package  angered  some  investors  who  thought  the 
central  bank  should  remain  aloof  from  politics.  Then 
Greenspan  signaled  that  the  economy  may  be  slow- 
ing and  the  Fed  might  stop  raising  intei-est  rates 
foi-  a  while.  "This  was  a  major  shift,"  says  Michael 
R.  Rosenberg,  manager  of  global  fixed-income  re- 
search at  Merrill  Lynch.  But  perhaps  a  premature 
one.  Rosenberg  notes  that  with  U.  S.  bank  loans 
and  commercial-paper  issuance  expanding  rapidly 
over  the  past  three  months,  the  economy  may  soon 


pick  up  again.  "The  foreigTi  exchange  market  is  telling  us  that 
inflationaiy  expectations  are  still  veiy  high,"  he  says.  "We've 
got  a  credibility  crisis." 

Greenspan's  comments  could  not  have  been  timed  wor^se  for 
the  dollar.  They  coincided  with  rising  expectations  that  the 
Bundesbank  would  soon  raise  rates  in  the  face  of  a  strong 
German  recovery.  Adding  to  those  womes,  the  decision  on 
Mar.  7  by  striking  Gennan  metal  workers  to  settle  for  an  ef- 
fective pay  hike  of  5.1%  this  year  is  unsettling  investors. 
Despite  Tietmeyer's  holding  out  the  possibility  of  a  modest 
rate  cut  to  help  the  doUai;  wage  pressui'es  coulcl  still  force  the 
Buba  to  start  pushing  rates  higher  again  before  long.  That 
would  only  increase  the  attractiveness  of  Gennan  debt  to  in- 
vestors already  looking  at  the  U.  S.  with  a  gimlet  eye. 
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Washington's  debt  situation  looks 
pretty  shabby.  The  federal  govern- 
ment is  expected  to  ran  a  $192  billion 
budget  deficit  and  a  $175  billion  trade 
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"If  [countries]  don't 
discipline  themselves,  the 
world  market  will  do  it" 

MORRIS  OFFIT 

Offitbank 


gap  this  year.  It  thus  will  need  to  at- 
tract $200  billion  in  foreign  invest- 
ment in  1995  alone  just  to  keep  the 
dollar  stable,  estimates  J.  Paul  Home, 
Smith  BaiTiey  Inc.'s  Paiis-based  intei-- 
national  economist.  But  the  Japanese, 
who  have  financed  the  bulk  of  Amer- 
ica's trade  deficits  over  the  years,  now 
seem  in  no  mood  to  continue. 

Japan  is  burdened  by  as  much  as 
$400  billion  in  losses 
on  previous  U.  S.  in- 
vestments. And  the 
country  faces  huge 
spending  needs  at 
home  as  it  repairs 
the  damage  of  the 
Kobe  earthquake  and 
continues  to  restore 
the  balance  sheets  of 

weakened  banks.  Now,  "the  sharp  appreciation  of  the  yen  will 
have  a  bad  influence  on  Japan's  economy,"  says  Shigeiu  Ada- 
chi,  deputy  general  managei'  of  research  at  Sakura  Bank 
Ltd.  "It  could  promote  a  fuither  hollowing-out  of  manufactur- 
ing." Salomon  Brothers  Inc.  economist  Robert  Alan  Feld- 
man  believes  Japan  could  see  gdp  gi'owth  slump  to  1.5% 
next  year — nearly  two  percentage  points  below  his  current 
forecast — if  the  yen  remains  at  90  to  the  dollar. 

It  thus  is  no  siupnse  that  manufactm-ers  are  pressuiing  the 
Banl^  of  Japan  to  cut  the  discoimt  rate  from  its  ciuTent  record- 
low  1.75%.  But  the  bank  is  not  budging  yet.  Such  a  reduction 
"is  not  under  discussion,"  says  Kengo  Inoue,  a  deputy  du'ector- 
general  at  the  central  bank.  "We  won't  change  our  monetaiy 
policy  because  of  a  temporary  disiiiption  in  the  market." 
"WE'RE  REALLY  STUCK."  Many  European  nations  are  also  dis- 
covering the  cost  of  currency  tiuTnoil.  As  the  dollar-  crisis  has 
spread  to  Eur-ope,  investors  are  laying  waste  to  the  Em-opean 
Union's  plans  for  a  currency  union  center-ed  on  Ger-many.  As 
exchange  rates  sink  in  country  after  country  around  Ger- 
many's periphery,  even  the  future  of  EU  ft-ee  tr-ade  may  be  in 
jeopar-dy,  much  as  the  Me.xican  crisis  is  calling  into  cjuestion  the 
diu'ability  of  the  North  American-  Free  Tr-ade  Agreement. 

Investor  flight  to  the  security  and  credibility  of  the  Bundes- 
bank has  driven  currencies  in  Britain,  France,  Sweden,  Spain, 
Italy,  and  Portugal  to  record  lows  against  the  mar-k.  But  it  is 
Europe's  most  pr-ofligate  spenders  that  have  been  hardest  hit. 
Since  Eur-ope's  march  to  a  single  currency  ran  into  its  fii-st 
crisis  in  1992,  the  Spanish  peseta  has  lost  25%-  of  its  value 
against  the  mar-k.  The  Italian  lir-a  has  fallen  by  twice  that 
amount.  And  thei-e  seems  to  be  no  end  in  sight. 

Spain's  emer-gency  7%  devaluation  of  its  peseta  on  Mar.  5 
did  little  to  reassur-e  investor's:  They  immediately  pushed 
the  yield  on  10-year  Spanish  bonds  to  12.5% — some  five  per- 
centage points  above  those  on  compar-able  Ger-man  debt. 
Deficit-ridden  Italy,  whose  national  debt  equals  115%-  of  GDP, 


"  The  collapse  of  our 
currency  will  force  us 
to  balance  the  budget" 

FELIX  ROHATYN 

Lazard  Freres 


soon  may  face  even  wor-se.  Not  only  is  the  country 
experiencing  capital  flight,  it  is  also  seeing  prices 
soar  on  goods  imported  fr-om  Germany.  The  price  of 
stainless  steel  used  by  furniture  maker  Sawaya  & 
Moroni,  for  example,  has  shot  up  300%  recently 
as  the  mar-k  climbed  and  supplies  tightened.  Mourns 
Chairman  Paolo  Moroni:  "We're  r-eally  stuck." 
Even  France,  a  pillar  of  Eur-ope's  integration 
drive,  is  suspect.  On  Mar.  7 
the  fr-anc  hit  an  historic  low 
against  the  mark  as  investors 
honed  in  on  the  r-unup  to  two 
rounds  of  presidential  balloting 
that  end  May  7.  The  Banque 
de  Fr-ance  raised  rates  by  two 
percentage  points  in  response 
But  whoever  wins  the  presi- 
dency still  will  have  to  cope 
with  12.3%  urremployment  and 
soaring  budget  deficits,  espe 
daily  in  health  car-e  and  other 
social  progi-ams. 

A  public  outcry  could  stal 
budget  cutting.  That  woulc 
disappoint  financial  market 
and  might  force  France  t( 
abandon  the  fmnc  fori,  the  str-ong-currency  center-piece  of  iti 
economic  policy.  But  the  massive  flight  by  investors  int( 
marks  could  also  backfrr-e  for  Germany.  Peter  Praet,  chie 
economist  at  Br-ussels-based  Gener-ale  de  Banque,  figurei 
that  a  mar-k  at  1.25  to  the  dollar  would  severely  restrain  ex 
ports  and  competitiveness,  cutting  Germany's  cur-rent  39? 
annual  GDP  gr-owth  by  a  full  per-centage  point. 

The  Bundesbank  is  willing  to  take  that  risk  because  it  be 
lieves  a  str-ong  currency  says  a  lot  about  a  coimtr-ys  fimdamen 
tal  strengths.  The  U.  S.  and  many  other-s  have  yet  to  come  ti 
that  conclusion.  Yet  in  the  end,  they  may  have  no  choice 

Faced  with  the  new  r-ealities  of  the  mar-kets,  govenrment; 
will  have  to  take  the  political  heat  and  cut  spending  if  the; 
want  to  have  access  to  global  cash.  As  House  Speaker  New 
Gingrich  notes:  "If  you  were  an  international  investor  an( 
watched  this  generation  of  jjoliticians  lack  the  com-age  to  fao 
up  to  a  problem,  and  you  said,  'Wlrere  do  I  think  my  money* 
going  to  be  stable?'  I  think  you  can  under-stand  why  yoi 
would  invest  in  Germany  or  Japan."  It's  that  stark  truth  tha 
is  r-oiling  cur-r-ency  mar-kets  right  now.  Unless  the  U.  S.  and  oth 
er-  indebted  nations  catch  on,  even  mor-e  tr-ouble  lies  ahead. 

Bij  William  Glasgall  in  New  York  mid  Bill  Javetski  i: 
Pans,  with  Rose  Brady  in  New  York,  Roberi  Neff  in  Tokyi 
and  b^irea  u  reporis 


America  Online  users  can  chat  with  the  authors  on  Sunda; 
Mar.  12,  at  9  p.m.  est  in  a  business  week  Online  Conference 


The  flight  to  marks  may  hurt  German  competitiveness- 
but  for  the  Bundesbank,  it's  a  risk  worth  running 
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COMMENTARY 


By  Christopher  Farrell 

THE  DOLUR  D0ESN7  DESERVE  THIS  THUMPING 


D 


10  the  U.  S.  economic  fundamen- 
tals justify  the  collapse  of  the 
dollar? 

On  the  face  of  it,  the  answer  is  a 
resounding  no.  In  theory,  a  country's 
currency  should  be  related  to  the 
economic  fundamentals — in  which 
case  the  dollar  should  be  strong. 
U.  S.  business  productivity  has  been 
rising  at  a  heady  annual  rate  of 
2.1%  since  the  current  upturn  in  the 
business  cycle  began  some  four 
years  ago,  better  than  either  Ger- 
many or  Japan.  Corporate  operating 
profits  are  at  their  highest  level  in 
more  than  two  decades.  As  for  infla- 
tion, forget  it.  Unit  labor  costs  rose 
a  mere  0.9%  in  1994,  the  smallest 
yearly  gain  since  the  '60s,  and  con- 
sumer prices  are  hardly  rising  at  all. 

To  be  sure,  America  piled  up  too 
much  debt  over  the  past  15  years  to 
finance  both  government  and  trade 
deficits,  and  there  is  a  huge  over- 
hang of  dollar-denominated  debt 
throughout  the  world.  But  here,  too, 
the  U.  S.  is  making  important 
strides.  The  nation's  total  debt  is 
gTovdng  at  around  a  5%  annual  rate, 
a  shadow  of  the  double-digit  rates  of 
the  '70s  and  '80s.  The  growth  in  fed- 
eral-government debt  has  fallen 
from  the  13%  pace  of  the  '80s  to 
6.4%  in  1994.  The  current-account 
deficit  is  shrinking  as  a  share  of 
gi'oss  domestic  product.  And,  over 
the  past  five  years,  the  Japanese 
stock  market  has  tanked  by  45%, 
while  the  U.  S.  market  is  up  some 
40%.  "The  U.  S.  economy,  in  compet- 
itive terms,  is  in  a  ^mmbmbmbbbb 
better  position  to- 
day than  it  has 
been  for  30  years," 
says  E.  Gerald  Cor- 
rigan,  a  senior  ad- 
viser at  Goldman, 
Sachs  &  Co. 
GOOD  SHAPE.  And 
by  many  financial 
measures,  the  U.  S. 
government  sector 
is  reasonably 
healthy — at  least 
compared  vdth  the 
rest  of  the  world. 
For  instance,  in  1995 
net  public  debt  (all 
levels  of  govern- 
ment) in  the  U.  S.  is 
projected  to  be  40% 


GOVERNMENT  DEBT:  HOW 
THE  U.S.  STACKS  UP 

Percent  of  gross 
domestic  product* 


NET  DEBT 
INTEREST  PAYMENTS 


of  GDP,  compared  with  47%  in  Ger- 
many and  an  average  of  43%  among 
the  world's  seven  largest  industrial 
nations,  according  to  the  Organiza- 
tion for  Economic  Cooperation  &  De- 
velopment. Budget  deficits  in  Ameri- 
ssssKj»?y-tssy'ts''S!s^?«  ca  are  forecast  at 
1.8%  of  GDP  this 
year,  vs.  2.4%  in 
Germany  and  an  av- 
erage of  3%  for  all 
the  major  industrial 
countries.  "We're  in 
far  better  fiscal 
shape  than  many 
other  countries," 
says  David  Hale, 
economist  at  Kem- 
per Corp. 

Of  course,  a 
number  of  factors 
are  coming  togeth- 
er to  weaken  the 
dollar.  The  yen  is 
appreciating  be- 
cause some  inves- 
tors assume  the 


BUDGET 
DEFICIT 


U.S. 

2.1% 

1.8% 

JAPAN 

0.5 

1.8 

GERMANY 

3.8 

2.4 

FRANCE 

3.4 

5.0 

ITALY 

10.6 

9.1 

BRITAIN 

2.6 

4.7 

CANADA 

4.6 

4.7 

*1995  estimate,  includes  all  levels  of  government 

DATA:  ORGANIZATION  FOR  ECONOMIC  COOPERATION 
&  DEVELOPMENT 


U.  S.  government  wants  the 
yen  to  rise  in  order  to  treat 
chronic  trade  imbalances. 
Then  there's  Mexico.  The  U.  S. 
is  acting  as  lender  of  last  re- 
sort to  the  battered  Mexican 
economy,  and  its  crisis  is  fuel- 
ing investor  fears  that  the 
U.  S.  could  end  up  paying  out 
more  to  prop  up  its  economy 
and  discredited  government. 

Still,  the  fimdamentals  sug- 
gest there  should  be  no  dollar 
crisis.  The  problem  lies  else- 
where— in  the  psychology  of 
the  foreign  exchange  markets. 
The  real  fear  is  that  with  the 
balanced  budget  amendment 
defeated,  U.  S.  policymakers 
will  be  loath  to  gr-apple  with 
difficult  choices  on  the  spend- 
ing side.  At  the  same  time, 
last  Novembers  ballot-box  re- 
volt made  it  likely  that  there 
vdll  be  tax  cuts  this  year.  A 

"GRIDLOCK,  SON" 

With  the  defeat  of  the 
balanced  budget 
amendment,  Congress 
seems  loath  to  grapple 
with  difficult  choices 


reduced  capital-gains  tax.  A  $500- 
per-child  tax  credit.  Expanded  indi- 
vidual retirement  account  allowances. 
The  markets  are  worried  that 
Congress  will  cut  taxes  without  off- 
setting spending  cuts.  And  in  today's 
quicksilver  global  capital  markets, 
cuiTency  markets  can  gather  a  pow- 
erful momentum  all  their  own. 

In  the  1980s,  before  the  Beriin 
Wall  came  down  and  the  Soviet  em- 
pire collapsed,  the  free  world  put  up 
vrith  Washington's  profligacy  because 
of  shared  national-security  interests. 
Today,  fear  of  communism  no  longer 
binds  the  globe.  Instead,  markets  tie 
the  world  together.  Global  investors 
have  decided  that  Congi'ess  can't 
backtrack  on  reducing  the  budget 
deficit.  If  Washington  heeds  the  mar- 
ket and  enacts  real  spending  cuts  be- 
fore lowering  taxes,  America's  eco- 
nomic fundamentals  vrill  assert 
themselves  and  the  greenback  vdll 
stand  strong. 


Farrell  covers  economics. 
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THE  MEXICAN  RESCUE 
IS  DANGLING  FROM  A  CLIFF 

As  U.S.  aid  is  held  up  and  frustration  with  Zedillo  mounts,  the  prospect  of  default  rises 


r 

(fi( 

n 


the  economy 
shrinking  by  o% 


Two  managing  directors  from  Soros  Fund  Management 
made  the  rounds  in  Mexico  City  recently,  quietly  con- 
sulting with  politicians,  bankers,  and  a  vice-governor  of 
the  country's  beleaguered  central  bank.  Among  their 
questions:  How  would  the  market  react  if  Mexico  defaulted  on 
its  more  than  $20  billion  in  tesobonos,  the  dollar-denominated 
bonds  whose  repayment  has  been  at  the  root  of  Mexico's 
worsening  financial  crisis? 

It  would  be  disastrous  for  Mexico  to  revert  to  its  rogue- 
debtor  status  of  the  1980s,  most  people  told  the  Soros  direc- 
tors. But  as  Mexico  continues  to  flounder,  such  a  dire 
event — inconceivable  a  few  months  ago — no  longer  seems 
out  of  the  question.  While  only  a  few  analysts  believe  default 
is  the  likely  scenario,  gloom  is  setting  in  as  even  the  U.  S.- 
led  $53  billion  rescue  package  fails  to  restore  confidence. 
Mexico,  it  appears,  has  not  hit  bottom  yet.  Says  Rogelio 
Ramirez  de  la  0,  an  economist  who  moc" 
heads  consulting  finn  Ecanal  in  Mexico  rW\  HlnC 
City:  "The  wi-iting  is  on  the  wall  about  A  deep  recession 

how  difficult  it  is  going  to  be."         j^^^y  set  in,  with 

The  crisis  is  building  on  three  main 
fronts.  As  Mexico  and  the  U.S.  face  off 
over  terms  of  the  bailout,  Mexico's  eco- 
nomic plight  is  worsening  by  the  day.  joo^thisvear 
Meanwhile,  the  Mexican  government 
fears  that  as  much  as  $13  billion  of  the  package  may  be  de- 
layed or  withdrawn  because  of  the  tough  conditions  attached 
and  reluctance  by  commercial  banks  to  pony  up  their  share  of 
the  funds.  To  top  it  off,  Mexico's  banking  system  is  fraying 
badly — and  may  need  as  much  as  $9  billion  to  shore  up  cap- 
ital and  make  up  for  past-due  loans. 

STRICT  GUIDELINES.  Such  fears  are  stirring  i-eal  worries  that 
the  bailout  progTam  might  not  be  enough  to  contain  Mexico's 
economic  crisis — and  that  default  is  a  possibility.  As  the 
depth  of  Mexico's  worsening  recession  becomes  clear,  analysts 
wonder  whether  the  country  will  be  able  to  service  its  $153 
billion  foreign  debt  obligations — at  least  $45  billion  of  which 
must  be  paid  this  year  (table). 

This  big  chunk  of  debt— three  times  the  amount  paid  last 
year — is  falling  due  at  a  time  when  tax  revenues  are  plum- 
meting because  of  the  recession.  And  Mexico  won't  be  able  to 
print  money  to  pay  the  bills  as  it  is  under  strict  constraints 

;  fr-om  the  International  Monetary  Fund  and  the  U.S.  Treasuiy. 

=  The  falling  peso  further  aggi'avates  the  payments  crunch  by 

5  raising  the  cost  of  servicing  dollar  debt  for  both  corporations 

^  and  the  government. 

5  Government  officials  expres;  concern.  "I  think  today  it  is 
i  very  difficult  to  have  a  precise  idea  of  what  the  government 
:  will  be  able  to  roll  over,"  says  Alejandr'o  Valenzuela,  Director 


General  for  Inter-national  Affairs  in  the  Mexican  Financ^lt 
Ministry.  "We  have  to  assume  [the  mar-kets]  will  r'emain  pes- 
simistic for  the  next  few  months." 

Facing  a  myriad  of  economic  and  political  woes,  Pr'esiden'  uls 
Ernesto  Zedillo  Ponce  de  Leon  spooked  the  mar-kets  by  delay  »r 
ing  the  announcement  of  his  economic  progr'am.  The  failiu'e  0  1 
a  Mexican  bank,  Banpai's,  and  its  takeover-  by  the  governmen'  WUi 
spar-ked  fear-s  of  mor-e  bank  failur-es  and  sent  the  peso  plum  rJa 
meting  14%,  to  as  low  as  7.3  pesos  to  the  dollar  on  Mar-.  6, 

Mexican  officials  are  inci-easingly  alarmed  that  the  U.S 
bailout  package  is  trickling  to  Mexico  too  slowiy — and  that  ii 
won't  stem  the  panic.  Of  the  amount  initially  pr-omised,  Mexl 
ico  has  r-eceived  only  $10.5  billion — .$3  billion  fi-om  the  U.S  ..• 
and  $7.5  billion  fi'om  the  IMF.  And  officials  in  Washington  hav(  tslii 
made  it  clear  that  the  next  $7  billion  of  the  $20  billion  in  to 
tal  funds  ft-om  the  U.S.  Tt-easui-y  will  not  be  forthcoming  un  .^p 


til  Mexico  complies  with  a  series  of 
strict  requirements. 

The  fii'st  .such  test  comes  at  the  end 
of  Mai-ch,  when  IMF  and  U.  S.  Tre^Lsmy 
officiids  descend  on  the  central  bank  to 
pore  over  its  books.  "The  main  prob- 
lem is  timing,"  says  one  frustrated 
Mexican  official.  "We  would  be  seeing: 
a  diffei-ent  stoiy  today  if  they  had  giv- 
3X1  us  the  money  the  day  after  the 
igi-eement  was  signed.  Then  the  mar- 
rcet  would  have  perceived  it  as  real 
-noney." 

The  delay  may  make  it  difficult 
'or  Mexico  to  comply  with  the  U.S. 
Pi-easury's  tough  fiscal  and  monetary 
^'uidelines,  officials  say.  "It's  the 
:hicken  and  the  egg,"  fumes  one  gov- 
!rnment  source.  "We  can't  comply 
vith  the  economic  goals  if  we  don't 
ret  the  money  soon,  and  we  can't 
fet  the  additional  money  unless  we 
■omply  with  the  goals."  Among  the 
^oals  are  a  curb  on  the  growth  of 
noney  supply  and  19%  inflation  for  the  year.  But  in  Febru- 
.ry,  inflation  was  nmning  at  an  annual  rate  of  55%. 
'ROUBLED  BANKS.  Mexican  officials  also  worry  that  some 
lanks  and  institutions  may  hold  back  part  of  the  package.  A 
10  billion  bridge  loan  promised  by  the  Geneva-based  Bank 
3r  International  Settlements  may  come  too  late  to  do  Mex- 
;o  any  good,  officials  fear.  And  $-3  billion  pledged  by  a 
roup  of  international  commercial  banks  is  unlikely  to  be  dis- 
ursed,  officials  say,  because  the  banks  are  wary  of  tossing 
:'esh  money  Mexico's  way. 

Finally,  Mexican  officials  say  pnvately  that  they  may  ha\'e 
)  spend  heavily  to  rescue  a  number  of  troubled  banks.  The 


aid  had 

^:way, 


ZEDILLO  WATCH 

Hi.s  plan  must  be 
■•dramatic,  unex- 
pected, creative, 
and  tangible,"  says 

Ford's  Meilier 


\  says  a  j 
oiiicial, 

market  wc 

as  real  money" 


Mexican  government  already  has  spent  about  $1.2  billion  to 
j'escue  two  banks  that  failed  late  last  year — Banca  Cremi  and 
Banco  Union.  For  the  much  bigger  Banpai's,  the  bailout  cost 
has  not  yet  been  established.  And  bad  loans  may  drag  down 
other  banks.  Some  even  report  that  financially  sound  coiporate 
clients  ai'e  refiising  to  pay.  They  prefer  to  cough  up  a  minor 
penalty  and  instead  invest  their  spare  cash  in  high-yielding 
fixed  instniments  until  the  crisis  passes. 

In  the  meantime,  the  Mexican  government  has  been  de- 
pending heavily  on  several  U.  S.  investment  banks,  especial- 
ly J.  P.  Morgan  &  Co.,  for  help  in  negotiating  temis  of  the 
U.  S.  bailout  package  and  coming  up  v\ith  alternative  schemes 
for  refinancing  tesohonos. 

While  the  government  struggles  to  contain  the  economic 
turmoil,  political  turbulence  is  mounting.  Zedillo  took  heat  on 
Mar.  7  as  Mexico's  Congi-ess  angiily  debated  the  tough  terms 
Washington  imposed  in  exchange  for  the  bailout  loans.  Despite 
opposition.  Congress  was  expected  to  approve  the  aid  pack- 
age. And  the  government  was  likely  to  release  its  long- 
awaited  economic  plan  soon  after  the  vote  on  the  bailout. 

But  few  investors  expect  the  new  economic  targets  to 
^^^^^^^^^mmmmmmmmmmmam  greatly  improve  the  busi- 
ness climate.  "Unless  we 
have  something  absolutely 
dramatic,  unexpected,  crea- 
tive, and  tangible,  it  will 
have  no  impact,  because  it's 
months  late,"  says  Philippe 
Meilier,  the  newly  named 
president  of  Ford  Motor  de 
Mexico.  Indeed,  the  consen- 
sus economic  forecast  is  for 
a  drastic  slowdown  of  3% 
to  5%  this  year. 

With  little  to  offer  on  the 
economy,  Zedillo  seems  to 
be  tiying  to  buy  time  with 
such  spectaculai'  moves  as 
jailing  the  brother  of  his 
predecessor,  Carlos  Salinas 
de  Gortari,  and  offering  un- 
precedented power  to  oppo- 
sition parties.  Still,  as  De- 
nise  Dresser,  a  political 
scientist  at  the  Autonomous 
Technological  Institute  of 
Mexico,  jjoints  out:  "Democ- 
racy doesn't  fill  the  belly." 
It  also  may  not  be  enough 
to  pull  Mexico  out  of  its  ec- 
onomic nosedive. 

By  Geri  Smith  and 
Stanley  Reed  in  Mexico 
City 


MEXICO  STAGGERS  UNDER  A 
HUGE  FOREIGN  DEBT... 

BILLIONS 


PUBLIC  $89.3 

PRIVATE 

45.8 

TESOBONOS  m\i  BY  FOREIGNERS* 

18.0 

TOTAL 

$153.1 

...AND  A  CRUSHING 
PAYMENTS  BURDEN 


PAYMENTS 
DUE  IN  1995 
(BILLIONS) 


EST.  1995  PAYMENTS 
AFTER  ROLLOVERS 
(BILLIONS) 


PUBLIC  DEBT 

$6.0 

$6.0 

TESOBOHOSmO  BY  FOREIGNERS*  18.0 

16.0 

TESOBONOS  HllO  BY  MEXICANS* 

11.0 

5.0 

PRIVATE  DEBT 

6.0 

6.0 

INTERBANK  LOANS 

13.0 

8.0 

BANK  CDs 

8.0 

4.0 

OTHER  CREDITS 

3.0 

1.5 

TOTAL 

$65.0 

$46.5 

*Classified  by  Mexican  government  as  domestic  debt 

DATA:  MEXICAN  TREASURY,  ECANAL 
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HAS  SINGAPORE  GOT  WHAT  IT  TAKES 
TO  BE  A  FINANCE  POWERHOUSE? 

It's  caught  between  a  restrictive  regime  and  the  information  demands  of  global  trading 


Jiei 
Bit 


Damage  control  was  the  order  of  the  day  in  Singapore  on 
Mar  4.  At  a  press  conference  to  explain  the  govern- 
ment's take  on  the  collapse  of  Barings  PLC,  officials 
declared  Singapore  couldn't  be  blamed  for  the  British 
bank's  reckless  futures  trading.  To  prove  their  point,  they 
used  an  overhead  projector  to  flash  letters  from  Barings  of- 
ficials declaring  Singapore-based  trader  Nicholas  W.  Leeson  a 
loose  can:  'On.  "We  cannot  help  it  if  a  company  does  not  reg- 
ulate its  ojieration,"  said  Elizabeth  Sam,  chaii-person  of  the 
Singapore  international  Monetary  Exchange  (simex).  The 
next  day.  Prime  Minister  Goh  Chok  Tong  said  regulators 
had  handled  tne  crisis  "very  well." 

Even  as  thev  expressed  confidence  in  their  system,  how- 
ever, Singaporec  us  were  announcing  measures  to  increase 
controls.  The  simex,  which  has  grown  fourfold  since  1992, 
would  now  have  tighter  rules,  including  new  restrictions  to 
prevent  traders  from  settling  their  own  accounts.  Officials  also 
pushed  ahead  with  legislation  licensing  futures  traders. 
Meanwhile,  local  banks  came  up  with  a  $300-million  standby 


loan  for  simex  to  guarantee  that  any  losses  would  not  bi 
passed  on  to  its  68  member  fiiTns.  "If  simex  went  down,"  say  ■> 
one  regulator,  "we  didn't  want  all  of  the  other  parties  to  bi . 
dragged  down  with  it."  jl 

The  bureaucrats  had  good  reason  for  concern.  The  tradejl 
that  brought  the  bank  to  its  knees  happened  on  Singapore'ii 
turf,  putting  its  reputation  as  a  financial  center  on  the  line  j- 
Outsiders  have  called  into  question  the  actions  of  Singapon 
authorities  in  the  weeks  before  the  Barings  collapse.  The; 
have  also  wondered  about  the  lack  of  self-regulation  amonj  fy  ^ 
some  simex  traders.  Chicago  Mercantile  Exchange  Chair  f  jjj 
man  John  F.  Sandner  says  his  exchange,  which  has  maintainet  pp, 
close  ties  with  simex  since  its  founding,  would  have  never  al': 
lowed  Leeson  to  bmld  up  such  huge  bets.  Such  trading  "coulij,. 
not  have  taken  place"  in  Chicago,  Sandner  says. 

The  Barings  episode  comes  at  a  time  when  Singapore  i  f^^,^ 
pushing  hard  to  become  Asia's  premier  financial  center  afte  jjjj 
Hong  Kong  reverts  to  China's  control  in  1997.  The  countr;  ^  ' 
has  already  moved  beyond  low-wage  assembly  industries  t; 


The  island  sees  a  chance  to  elbow  aside  Hong  Kong, 
which  reverts  to  China's  control  in  1997 


Jtt  e 

i9ll; 


ecome  a  showcase  for  high-tech 
ivestment  by  multinationals.  Now, 
ingapore's  top-level  planners  are 
etermined  to  carve  out  a  place 
3r  their  tiny  country  in  the 
worlds  of  international  finance  and 


WHAT  SINGAPORE  HAS 
ACCOMPLISHED... 

The  world's  third-largest  foreign  exchange 


market 


the  more  reasons  for  multination- 
als to  come  to  Singapore,"  boasts 
Ti'ade  &  Industry  Minister  Yeo 
Cheow  Tong. 

All  of  which  is  what  attracted 
Barings  to  set  up  in  Singapore. 


ommunications.  The  paradox  is    What  went  wrong?  At  their  press 


lat  the  country's  ambitions  in  fi- 
ance and  communications  require 
reative  minds  and  an  unimpeded 
ow  of  infoiTnation,  while  the  na- 


Asia's  center  for  many  derivatives  products 

Regional  financial  center  for  foreign  banks 
and  securities  firms 


conference,  officials  said  they  ex- 
pressed concern  about  Leeson's 
trading  positions  in  January  but 
received  assurances  from  Barings 


on's  officials  routinely  restrict    that  it  could  cover  his  positions. 


hat  its  citizens  read  in  the  news- 
apers  and  watch  on  TV. 


High-tech  manufacturing  base  for  multi- 
nationals 


Barings  even  sent  nearly  $900  mil- 
hon  to  cover  potential  losses.  Reg- 


AX  BREAKS.  Singapore  has  spent    ulators  pressed  for  more  guaran- 


le  past  decade  trying  to  prove 
lat  such  a  tricky  balancing  act 
jn  be  done.  And  the  country  has 
lade  some  impressive  gains.  Fi- 


...AND  WHAT  COULD  HOLD  IT  BACK 

•  Tight  controls  over  information  available 


to  its  citizens 


tees,  and  Barings  group  treasurer 
Anthony  Hawes  flew  to  Singapore 
in  January  to  assuage  fears. 
Still,  the  debacle  highlights  the 


ancial-service  industries,  which    strains  in  Singapore's  regulatory 


mploy  4%  of  the  workforce,  gi-ew 
lore  than  30%  in  the  past  two 


Strong  pressure  to  discourage  criticism  of 
government  policies 


system  as  it  tries  to  police  the 
rapid  growth  of  trading  in  deriva- 


ears  and  account  for  13.5%  of    —   tives.  For  three  years,  SIMEX  offi- 


ross  domestic  product.  Singapore 
as  the  world's  third  largest  for- 
ign  exchange  market.  Led  by 
roducts  such  as  futures  in  the 
rikkei  225,  simex  has  become 
last  Asia's  unchallenged  hot  spot 
)r  a  raft  of  derivatives,  competing 
jainst  the  more  costly  and  more 
eavily  regulated  Osaka  exchange. 

Singapore  has  also  become  a  banking  center.  The  127  for- 
gn  bwnks  with  operations  there  have  made  it  a  regional  base 
ir  loan  syndications.  And  despite  complaints  from  research 
lalysts  that  they  can't  speak  out  on  issues  sensitive  to  the 
3vernment,  90  ftind-management  fii-ms  have  flocked  to  the 
amtry,  lured  in  part  by  the  goveiTiment's  moves  to  allow  for- 
gners  to  manage  more  than  $50  billion  worth  of  retire- 

ent  and  goveniment  funds  by  2000.  In  1994  alone,  institu- 
ons  ranging  from  Lehman  Brothers  and  cs  Fii'st  Boston  to 
redit  Lyonnais  and  Commerzbank  amved. 

The  strengths  in  its  financial  markets  mirror  the  coun- 

y's  overall  gains  in  the  global 

arketplace.  Per  capita  income  is 

!2,000  a  year,  and  U.  S,  compa- 

es  alone  have  invested  $20  bil- 

)n  and  employ  91,000  Singapore- 
is — or  1  in  16  people.  With 

pirations  of  becoming  a  commu- 

cations  hub  for  Asia,  Singapore's 

iders  have  gi-anted  generous  tax 

•eaks  to  broadcasters  such  as 

!PN,  Walt  Disney,  and  hbo,  whicli 

e  setting  up  their  Asian  head- 

larters  in  Singapore. 

Attractions  include  an  English- 

eaking  workforce  and  top-notch 

trastiucture.  Taxes  on  financial 

rvices  are  low,  at  about  10%  of 

ofits.  Unlike  pollution-clogged 

ingkok  or  Taipei,  Singapore  has 

rict  controls  on  traffic,  so  its 

ads  are  rarely  clogged  even  during  rush  hour — and 
I  ugainvillea  graces  highway  overpasses.  The  island  of  3 
I  llion  also  has  the  advantage  of  some  very  large — and  fast- 
owing — neighbors  such  as  India  and  Indonesia.  For  com- 

nies  hoping  to  enter  those  countries,  Singapore  is  a  more 

isonable  base  than  distant  Hong  Kong.  "The  more  gi'owth, 


Small  size  of  domestic  equity  market  and 
increased  competition  from  neighboring 
countries 

Regulatory  system  that  hasn't  kept  pace  mth 
changes  in  derivatives  industry 

DATA:  BUSINESS  WEEK 


DETEHMiNED 

Elder  statesman 
Lee  Kuan  Yew  is  a 
foe  of  Western 

influences 


cials  were  oblivious  to  the  fact  that 
Leeson  had  a  dangerous  degree  of 
control — not  only  of  massive  high- 
risk  bets  on  futures  but  also  the 
settlement  of  accounts. 

Even  SIMEX  boosters  see  room 
for  improvement.  Patrick  H.  Arbor, 
chauTnan  of  the  Chicago  Board  of 
Trade,  which  is  currently  negotiat- 
ing with  the  11-year-old  simex  to  develop  closer  ties,  says  the 
younger  exchange  lacks  experience  in  how  to  deal  with  crises. 
"We  would  have  gone  to  the  chairman  or  ceo  [of  Barings],"  he 
says.  Arbor  and  Commodity  Futures  Trading  Commission 
Chaimian  Maiy  Schapii'o  also  fault  simex,  as  well  as  Japanese 
exchanges,  for  freezing  assets  of  Barings'  customers  for  sever- 
al days  during  the  crisis.  The  Singapore  Monetary  Authority, 
however,  says  no  funds  were  frozen.  Regulatoi-s  had  "no  uniform 
procedures  for  immediate  transfer  of  positions  and  margin  de- 
posits to  other  fimis,"  says  Ai'bor.  "That  was  the  real  flaw." 

The  Singaporeans  say  theii'  officials  had  received  assurances 
from  locally  based  Barings  executives  that  their  internal 
controls  were  sound.  "They  were  senior  people,  and  Barings 
was  a  strong  organization  with  a  long  track  record,"  says  one 
Singapore  official  close  to  the  investigation.  "Up  to  a  point, 
simex  had  to  take  them  at  face  value." 
JOURNALIST  CRACKDOWN.  Beyond  the  Barings  case,  however, 
some  analysts  question  whether  Singapore's  tight  controls  on 
information  will  hinder  its  efforts  to  join  the  big  leagues. 
Since  many  of  the  country's  main  companies  are  state-owned, 
analysts  in  Singapore  have  to  be  "careful  about  being  critical," 
says  a  former  head  of  research  for  a  major  merchant  bank  in 
Singapore.  A  Singapore-based  derivatives  trader  agrees:  The 
constraints  on  research — real  or  perceived — "are  in  the  back 
of  evei-yone's  mind  who  has  to  rely  on  local  information." 

The  government  has  criminalized  the  printing  of  leaked  eco- 
nomic data,  considered  a  legitimate  part  of  a  reporter's  job  in 
Western  countries.  After  a  local  business  newspaper  in  1992 
published  an  unauthorized  growth  estimate  acquired  from 
the  Monetary  Authority  of  Singapore  (mas),  the  government 
thi-eatened  an  mas  official,  two  newspaper  editors,  and  two  se- 
curities analysts  with  jail  terms  for  breaking  the  Official  Se- 
crets Act.  They  were  each  fined  up  to  $3,800  last  year. 

Even  analysts  for  major  U.  S.  brokerages  refuse  to  com- 
ment on  anything  controversial  in  Singapore  because  they  fear 
hurting  their  business.  The  Singapore-based  head  of  foreign 
exchange  trading  for  a  leading  firm  says  that  discussing 


BUSINESS  WEEK  /  MARCH  20,  1995  55 


Cover  Story 


even  the  Singapore  currency  with  the  media  is  "taboo." 

For  its  part,  the  goveiTiment  doesn't  think  that  the  con- 
straints have  curtailed  Singapore's  attractiveness.  One  mas 
official  says  that  the  number  of  locally  based  financial  analysts 

is  gi'owing.  "It's  in  the 
government's  interest 
to  promote  the  num- 
ber of  analysts  because 
we  want  to  promote  Singapore  as  a  research  base,"  he  says. 

But  the  government's  detennination  to  avoid  losing  control 
of  its  markets  has  prevented  it  fi'om  achieving  clear  financial 
hegemony  in  the  region.  "Singapore's  biggest  problem  is  that 
it's  oveiTegnlated,"  says  William  H.  Overholt,  managing  di- 
rector of  Bankers  Trust  in  Hong  Kong.  The  ability  of  for- 
eigners to  buy  local  stocks  has  been  heavily  restricted.  Bor- 
rowing by  foreigners  of  more  than  $3.6  milhon  in  Singapore 
dollars  on  the  local  swap  market  can  only  be  done  with  per- 
mission of  the  MAS,  and  the  boiTowers  must  assure  the  bu- 
reaucrats that  the  money  will  be  used  for  investments  or 
trade  financing — not  speculation. 

Paitly  as  a  result,  Singapore's  domestic  equity  mai'ket  is  not 
as  big  as  others  in  the  region.  Wliile  Hong  Kong  can  rely  on 
new  listings  from  Chinese  conglomerates,  Singapore  is  at- 
tracting few  big  names  from  outside  the  countiy  to  hst  on  its 
boui"se.  Thailand  and  Malaysia,  which  have  stock  markets  with 
biggei"  mai'ket  capitalizations,  ai'e  competing  with  Singapore  by 
trying  to  increase  their  owti  attractiveness  as  regional  hubs. 
COME  HITHER.  Singapore  counters  DonCDCDniic 
by  demonstrating  its  ability  to  at-  rllUdrtllUUd 
tract  new  direct  investment.  In  The  nation's  largely 
1994,  it  recorded  nearly  $4  billion  English-SDeakin*^ 
in  contracted  manufacturing  in-        ,  . 
vestments,  a  49%  increase  over  WOrKlOrce  enjoyS  a 
1993.  Disk-drive  maker  Seagate  per  capita  income  of 
Teelinology  Inc.,  which  has  invest-  ,$22,000  a  vear 
ed  more  than  .$500  million  in  pro- 
duction and  research  facihties,  employs  13,500  locals,  making 
it  the  lai'gest  private-sector  employer  Singapore,  says  Joel  A. 
Stead,  Seagate's  vice-president  for  marketing  and  sales  for  the 
Asia-Pacific  region,  is  "disk-drive  heaven."  Singapore  cap- 
tures more  than  70%  of  the  market,  and  virtually  all  heavy- 
weights in  the  disk-drive  business — Western  Digital,  Con- 
ner Peripherals,  IBM — have  a  significant  presence  there. 

In  a  push  to  become  the  key  hub  in  Asia,  Singapore  has 
launched  a  campaign  to  entice  Western  and  Japanese  com- 
panies to  set  up  regional  headquarters  on  the  island.  Nearly 
70  claim  Singapore  as  their  "operational  headquarters"  ft'om 
which  they  ovensee  business  in  the  region.  Unisys  Corp.  de- 
cided last  March  to  move  its  regional  headquarters  from 
Hong  Kong,  where  property  prices  ai-e  astronomical,  to  some- 
what more  affordable  Singapore.  Caterpillar  Inc.  claimed 
"business-headquarter"  status  in  Singapore  la.st  July. 

The  government  wants  to  mimic  that  success  in  communi- 
cations— a  far  more  challenging  goal  in  such  a  controlled  na- 
tion. ESPN  Inc.  looked  at  Hong  Kong  before  deciding  last 
year  to  build  its  44,000-square-foot  facilities  in  Singapore. 
The  country's  Economic  Development  Board  offered  espx 
pioneer  status,  tax  holidays,  ti'aining  subsidies — and  guar-an- 
teed  a  hcense,  something  Hong  Kong  could  not  promise  be- 
yond 1997,  says  Harold  Ander'son,  vice-pi'esident  of  pro- 
gramming and  pr-oduction,  espx  Asia  (Singapore)  Ltd. 

Challenges  are  far  greater  for  news  br-oadcasters.  cxx 
and  CXBC  have  opted  to  place  their  main  facihties  in  Hong 


Kong.  CXBC  says  it  fear-ed  pressm^e  from  Singapore's  gov 
ernment,  which  is  sensitive  about  cover-age  of  Singapore  a 
well  as  that  of  its  neighbor's.  Even  after  the  Cliinese  takeovej 
in  1997,  Hong  Kong  looks  better  than  Singapore,  says  Bu 
Pratt,  dii'ector  of  netw^or'k  development  for  nbc  Asia.  "Chin 
is  easier  on  for-eign  reporler-s  than  Singapore,"  he  says. 

Some  critics  of  Singapore  ar-gue  that  the  advent  of  unfel 
tared  communications  on  the  Inter-net  will  ultimately  crac 
Singapore's  grip  on  information.  Not  so,  says  the  goverr 
ment.  Singapore  is  setting  up  what  Inforination  and  Art 
Minister  Geor-ge  Yeo  calls  a  "neighboriiood  poKce  post"  for  th 
Inter-net.  Manned  by  the  Singapor-e  Br-oadcasting  Authorit; 
the  innovation  will  allow  people  to  alerl  authorities  of  por-nofj 
r-aphy  and  other  kinds  of  cyber-sleaze  on  the  Net. 

Such  moves  may  indicate  how  Singapore's  leaders  will  m 
spond  to  other  challenges  to  then-  control.  Leader-s  such  as  S<| 
nior  Minister  Lee  Kuan  Yew  are  deter-mined  to  keep  oi[ 
what  they  see  as  conupting  Wester-n  influences,  so  they  msl 
never  totally  open  up  their  country.  The  Barings  case  doc' 
not  seem  likely  to  force  wholesale  regulatory  changes.  Insteai;! 
as  they  push  to  join  the  sopMsticated  worlds  of  jnterTiation:|! 
finance  and  communication,  the  Singapor-eans  will  try  to  adju'i 
their-  or-dered  .system  only  at  the  mar-gins.  The  question  i 
whether  that  will  be  enough  to  succeed.  <. 

By  Joyce  Baniathan,  with  Pete  Engardio  and  Ellen  Whi\ 
in  Singapore,  Dave  Lindorff  in  Hong  Kong  and  Greg  Burr 
in  Chicago 


Singapore  plans  a  "neighborhood  police  post"  to  scan  the 
Internet  for  pornography  and  other  cybersleaze 


YOU'RE      M  E  E  P  I  M  G      TO      B  U  I  E  D 
E        E      Vy\  S  E  IlSlEORhAAEIOlSf 
S  WPERhilGMW^AY. 

WMERE      E)  O      YOU  GO 
F  R  O  A4      E  M  E  R  E  ? 


ISA  A  I  TSf      S  E  R  E  E  E. 


If  it  doesn't  include  you  and  your  business,  the  expressway  to  the  future  could  be  the  road  to  nowhere. 

That's  why  we  custom  design  our  networks  to  meet  the  individual  goals  of  businesses  and  the 
communities  they  serve.  From  unproving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Main  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu, 
we  can  put  you  in  the  forefront  of  communications. 

For  more  information  call  your  BellSouth  Representative  or  1-800-726-BELL. 
K    E    E    F-    I    N    C         YOU         A    M    E    A    D         O    E         T    M    E         G    A.    K4    E  r 


M^A  BELLSOUTH' 


1996  U  S  Olympic  Team 


Bad  to  the 


Say  govidbye  ro  the  mild-mannered,  switch-on-rhe-cruise-control  and  are-we-rhere-yet? 
four-door  sedan.  With  a  Corvette-derived,  260-horsepower  LTl  engine  and  a  suspension 
package  originally  designed  to  support  your  local  sheriff,  the  1995  Chevy  Impala  SS  doesn't 
take  a  back  seat  to  anyone  (although,  speaking  of  back  seats,  this  ones  real  comfy).  Up  front 


)ushings. 

M\ve  got  full  digital  instrumentation  and  big,  supportive  bucket  seats  that  hold  you 
ght  where  you  want  to  be:  behind  the  wheel  watching  the  pavement  disappear  under  the 
''-inch  BFGoodrich*  Comp  T/A"  tires.  So  visit  your  Chevrolet  dealer  and  take  the  Impala  SS 
)r  a  test  drive.  But  make  sure  you've  had  your  shots  first,  because  this  one  bites  hard. 

IMPALA    SS  ^°°lZ7  Genuine  Chevrolet™ 

s  .uid  Chevy  is  a  trademark  of  the  GM  Corp.  ©1994  GM  Corp.  All  Rights  Reserved.  Buckle  up,  America!  B" 


Equitable  is  The  Equitable  Companies  Incopated  Life  insurance  and  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  The  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable  Variable  Life 
-  "  '    ':^,vyork,NY,wliicharesubsidi3nesolEqiiitable  Mutualfunds,variableannuihesandvariablelifeinsuranceafedistributedthroughEquicoSecurities,lnc,(Equico),Nevi(York,NY^  GE-94-189 


Scaiy  tliouglit.  Wlion  you  work  lor  yoursell,  you've  ^ot  to  take  care  ot  yoursell.  (Unless,  ol  course, 
you  expect  to  work  lorever.) 

Fortunately,  Equitalile  lias  some  unusually  easy  ways  for  you  to  sock  it  away  for  tomorrow.  We  can 
introduce  you  to  an  array  of  mutual  lunJs,  variable  annuities  and  lite  insurance  —  ideas  to  lielp  you  plan 
tlie  tutnre  —  some  tliat  even  kelp  deler  taxes. 

Xo  fuid  out  more  akout  tliese  products,  includinoj  ckiarges  :uid  expenses,  ask  your  ae;ent  for  a  prospectus. 
Be  sure  to  read  it  carelully  lielore  you  invest  or  pay  money. 

And  do  it  soon.  Ol  ;dl  tlie  tilings  you  kave  to  do  lor  yourseli  now,  tliis  one's  tor  tomorrow. 


EQUITABLE 

Po  w  e  r  over  tomorrow"" 


^  SPECIAL  ADVERTISING  SECTION 


2^ 


Retirement  Planning:  The  Future  Is  Now 


When  It  c'omts  to  retirement 
plaiiiiiiig,  the  l)iizz  vvorcl  these 
clays  ill  emplnvce  l)eiiefits  is 
"options."  hi  small  and  larj^e  companies, 
thanks  to  detinetl  contrihution  plans, 
life  cycle  plans.  SERFS  and  the  like, 
em|3loyecs  are  playing  a  more  active  role 
in  choosini;,  their  retirement  and  medical 
ser\'ices. 

The  same  trend  can  be  seen  in  small 
businesses  and  with  the  self-employed. 
Both  groups  are  taking  more  initiative 
in  choosing  investment  vehicles  as  the 
pojjulanty  ot  money  purchase  |jlans. 
annuities,  and  flexible  benefits  attest. 

What  has  caused  this  trend?  A  number 
of  factors.  For  one.  the 
harsh  realities  of  corporate 
downsizing  has  foi  ced 
many  coin|)anies  to  reevalu- 
ate their  benefit  programs. 
"Two  sets  of  objectives  |)ull 
in  different  directions; 
f  tiimaii  resources  and 
financial,""  says  Joel  I.  Rich 
at  William  M.  Mercer  Co. 
"The  ecjuation  is  a  trade-ofl 
between  cost  and  level  of 
benefits." 


The  New  "Add-Ons" 

These  realities  have  j)roni|)t- 
ed  many  coiporations  to 
reevaluate  their  retirement 
programs  and  benefits  in  a 
soup-to-nuts  fashion.  In  the 
worse  cases,  middle  sized 
ccjinpanies  are  freezing  their 
defined  benefit  pension  |)ro- 
grams  and  eliminating 
retiree  health-care  benefits. 


But  more  frec|ueiitly  companies  are 
searching  lor  compromise:  ways  to  reduce 
the  cost  of  the  pension  through  a  hybrid 
perhaps,  or  defined  contribution  plan  like 
a  40 1  (k). 

At  the  same  time,  some  companies 
are  broadening  their  other  benefits,  many 
times  to  the  advantage  of  retirees.  Long- 
term  health  care,  for  instance,  is  a  hot 
new  "add-on."'  Although  very  few  com- 
panies now  offer  it.  a  recent  study 
lejjorts  that  20%  are  studying  it. 

What  makes  these  newer  "add-ons"  so 
appealing  is  that  the  ccjinpany  buys  them 
at  bulk  rates  passing  the  cost-savings  on 
to  the  employee.  "It\s  a  way  ot  tiying  to 


meet  the  needs  of  the  employee  in  a  way 
that  does  not  cost  the  employer  veiy 
much,"  says  David  Parks,  an  employee 
benefits  consultant  with  Mason 
Associates  in  Heriidon,  VA. 

Saving  for  Retirement 

With  the  lengthening  lifes})an  today, 
most  Americans  are  aware  that  they  may 
live  much  longer  than  their  parents. 
A  40-year-okl  man  today  can  expect  to 
live  to  81  after  retirement  at  65;  his  wife 
may  live  until  87.  This  longer  lifespan 
costs  more  to  finance  in  retirement.  It 
also  recjuires  planning  for  more  items 
like  long-term  health-care  insurance. 


Minimum  Level  of  Savings  Required  for  a  Typical  Householil 
to  Remain  on  Tracl(  for  Retirement  (in  1993  dollars) 


Household 
Characteristics 


Retirement  assets  accumulated  by  age 


1  Mappled  Couples 

35 

45 

55 

65  1 

Earnifigs  = 

$50,000 

$8,460 

$22,910 

$88,940 

$170,000 

Earnings  = 

75,000 

17,450 

59,410 

166,440 

309,650 

Earnings  = 

100,000 

33,950 

108,950 

271,280 

483,460 

Earnings  = 

150,000 

66,920 

208,980 

485,630 

839,800 

Single  Men 


Single  Women 


Earnings  =  $30,000  $3,080  $25,830 

Earnings  =  50,000  6,310  31,630 

Earnings  =  75,000  15,180  73,280 

Earnings  =  100,000  27,630  120,780 


Earnings  =  $30,000  $25,680  $48,400 

Earnings  =   50,000  35,290  67,480 

Earnings  =   75,000  61,520  127,890 

Earnings  =  100,000  90,700  196,640 


$61,770 
87,920 
182,510 
284,200 


$89,770 
158,670 
314,950 
480,040 


$77,990  $100,490 

117,930  175,170 

226,460  333,020 

347,150  508,870 


Figures  are  dollars  needed  in  addition  to  pension.  Without  a  pension,  you'll  need  to  save  much  more.  And  since  women  generally  live 
longer,  earn  less,  and  are  less  likely  to  be  covered  by  a  pension,  they  need  to  save  even  more  than  men. 
Source:  Merrill  Lynch,  1994  Baby  Boom  Retirement  Index 


1^  A  Global  Partnership 

fj  Around  the  world,  investment 
opportunities  are  exploding... 
f  offering  greater  diversification. 
^^1^' With  a  Scudder  401(k)  plan,  you 
^^^""^  have  a  variety  of  global  options* 
And  because  we  created  the  nation's  first  inter- 
national mutiial  fund,  you  can  feel  confident 
that  you're  working  with  an  acknowledged 
leader  in  global  investing. 


Leading  Edge 
Technology 

Us  ings  ta  te- of-  the-a  rt 
audio/visual  tools,  we  look 
forward  to  helping  your 
employees  understand 
yoiiriOKk)  plan. 


\our  401(k)  plan  should  reflect  the  culture  of  your  company.  At  Scudder,  we  believe 
in  a  partiiersliip  approach — so  we  create  a  ciistoiuizcd  progrnni  for  you  and  your  com- 
pany. Because  your  company  has  its  own  personality,  its  own  goals.  To  explore  how 
a  partnership  with  Scudder  can  give  you  the  right  401  (k)  plan  for  your  company, 
please  call  us  at  1-800-323-6105,  ext.  104.  SCUDDER  ~ 


Managed 
I^anning  Process 

I  very  client  is  different.  Sons 
lirst  step  ill  our  partiiersliip, 
Ketirenieiit  Plan  Specialist 
.  ///  help  you  assess  your 
employees'  needs — including, 
tf  appropriate,  conducting 
focus  groups  to  inform  the 
planning  process.  Only  then 
do  we  create  an  employee 
educatioti  program.  Because 
any  wortliwhde  partnership 
begins  loitli  understanding. 


■esting  in  mfernational  or  global  funds  involves  certain  risks,  such  as  currency  fluctuation 

intact  Scudder  Investor  Services,  Inc.,  Distributor,  for  a  prospectus,  whicfi  contains  more  complete  informotion,  including 
inagement  fees  and  other  expenses.  Please  read  it  carefully  before  you  or  your  employees  invest  or  send  money. 


THINK 
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liviiii;  wills,  and  hcaltli-care  jjioxies. 

No  wonder  Americans  are  more 
concerned  tiian  ever  al^out  inulding  njj 
their  retii  ement  savings.  But  despite 
tliis  concern,  tlie  average  hahy  boomer 
liousehold  saves  at  only  one  third  tlie 
rate  necessary  to  hnance  an  adet|uate 
retirement,  according  to  Merrill  Lynch. 

Look  at  the  ciiart  on  the  jjreceiling 
page  to  see  where  you  should  be  at  your 
age  and  salary  level  in  terms  of  ])ersonal 
savings.  This  example  assumes  that  you 
will  have  a  pension  conung  to  you  when 
you  retire.  Without  that,  you'll  need  to 
save  considerablv  more,  hidecil.  even 
though  the  three-legged  stool  ot  pension. 
Social  Security,  and  jjersonal  savings 
remains  the  model  lor  retirement  savings, 
two  of  those  legs  seem  particularly  wob- 
l)l\'.  Tlie\'  are  Social  Securitx'.  which  is 
benig  taxcil  anil  which  has  a  ceiling  any- 
\\  a\'.  and  pensions.  .\s  jjcople  change 
jobs  more  olten  and  retire  early,  the)  find 
tlieinseK  es  with  smaller  pensions  or 
lum|)-sLim  distributions. 

1  hiw  can  ])eoplc  a\'oid 
the  sav  ings  "slujrtfaH  "  that 
Merrill  L\'nch  kee|)s  talking 
alxiut  III  Its  b<iln  boomer 
sill  veys?  The  key.  according 
to  letirenient  |)laiiiiiiig  pio- 
Icssioiials.  is  |)lanniiig  care- 
tully  in  two  key  primary 
areas:  investments  and  medi- 
cal benefits. 

On  the  iiix  estmeiit  side, 
Americans  still  have  a  number  of  tax- 
ach  antaged  accounts  they  can  use  to 
build  up  assets.  These  include  the 
defined  benefit  (DB)  pension  plan, 
defined  contribution  (DC)  jjlans  like 


How  Changing  Jobs  Affects  Your  Pension 


Annual  Pension  at  Age  65 
$80,000 


$72,700 


$60,000 


$40,000 


$20,000 


$44,600 


SO 


Number  ol  Employers  During  40-Year  Career 


This  cfiart  shows  how  the  size  of  your  pension  decreases  as  the  number  of  job  changes  increases.  It  assumes 
a  514,200  startup  salary  and  pay  increases  of  5%  a  year  to  $100,000  at  age  65. 


JVo  wonder 
America  ns 
are  more 
concerned  than 
ever  about 
hnilding 
up  their 
retirement 
savings. 


Source:  William  Wl.  Mercer,  Incorporated. 

401(k)s.  hidividual  Retirement  Accounts 
or  (IRA),  Keoghs,  and  SEP-IRAs.  Then 
there  are  annuities  which  coiiibiiie  the 

advantages  of  tax  i)rotection 
and  insurance. 


The  Defined  Benefit  Plan 
Becomes  a  "Floor" 

In  large  corporations,  the 
deflnetl  benefit  plan  still 
forms  the  core  (jf  most 
retirement  programs.  In 
fact,  .50%  of  all  employees 
are  still  coveretl  by  these 
plans.  15ut  these  plans 
woriy  employers  because  of  their  high 
cost  and  regailatory  complexity.  In  addi- 
tion, many  companies  feel  employees 
don't  understand  DB  plans  and  are  more 
a]jpreciative  of  40I(k)s. 


"Psychologically,  the  lumj)  sum  in  a 
401(k)  is  easier  for  the  participant  to 
understand,  as  ojjposed  to  a  pension 
aiinuirv  of  lifetime  income."  comments 
Donalil  J.  Segal,  vice-president  and 
actuary  with  The  Segal  Compatiy.  "How 
does  he  or  she  put  a  value  on  that?'" 

The  result  has  been  the  creation  of  a 
number  of  hybrid  DB  plans  that  look 
like  DC  plans  but  fulfill  the  obligations 
of  DB  plans.  These  come  in  all  shapes 
and  sizes.  Cash  balance,  life  cycle, 
and  "floor"  plans  are  among  the  most 
popular  today. 

Cash  balance  plans  are  the  simplest. 
The  company  sets  up  a  "phantom 
account"  for  the  emplovee  that  is  credited 
with  an  employer  contribution  and  invest- 
ment earnings  at  a  prespecified  rate  each 
year  (say,  5%  of  salary  accumulating  at 
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You've  put  money  away.  You're  probably  putting 
more  money  away  each  year.  But  what  will  that 
add  up  to  at  retirement?  Will  it  be  enough?  At 
Dreyfus  we'll  help  you  get  the  investment 
answers  you  need. 

We  don't  think  retirement  investing 
should  be  a  chore.  Call  us  today  — 
for  retirement  answers  without  all  the 
complex  jargon  .  .  .  and  ask  for  our  free 
handbook,  The  Dreyfus  Personal  Retirement 
Planner,  available  without  any  obligation. 


Ask  Dreyfus 


Dreyfus  Retirement  Program 

■  No-Fee  IRA  for  accounts  $5,000  and  over* 

■  Over  30  no-load  choices  for  your  IRA 

■  Seven  newly  available  stock  funds 

■  Help  from  skilled  Retirement  Specialists 

*  The  Dreyfus  Trust  Company,  as  custodian,  is  currently  not  charging 
an  annual  maintenance  fee  for  mutual  fund  IRA  accounts  totaling 
85,000  or  more  on  the  year-end  fee  payment  date.  All  fees  as  described 
in  each  Fund's  Prospectus  still  apply.  If  Dreyfus  Trust  Company 
changes  its  fee  schedule,  Dreyfus  IRA  investors  will  receive  notification. 


rfii 


ROWTH  AND  INCOME  FUND 

OR  Your  IRA  or  Keogh 


**★* 

4-Star  Rating  From  Morningstar+ 

The  Fund's  goal  is  to  provide  long-term  capi- 
tal growth,  current  income  and  growth  of 
income,  consistent  with  reasonable  investment 
risk.  The  Fund's  3-year  record  has  earned  it 
an  impressive  overall  4-star  rating.  Past  per- 
formance is  no  guarantee  of  future  results. 

t  Source;  Morningstar,  Inc.  1  '3 1  '95.  Morningstar  propnetary  rat- 
ings reflect  historical  risk-adjusted  performance  as  of  1/3 1/95  and 
are  subiect  to  change  every  month.  Funds  with  at  least  3  \'ears  of 
performance  history  are  assigned  ratings  from  1  star  (lowest)  to  5 
stars  (highest). These  ratings  are  calculated  firom  the  fund's  3-,  5- 
and  10-year  average  annual  rettirns  in  excess  of  90-day  Treasury 
bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that 
reflects  fund  performance  below  90-day  Treasury  bill  returns.  10% 
of  the  funds  in  an  investment  category  receive  5  stars;  22.5% 
receive  4  stars;  1 , 1 46  equity  funds  were  rated  for  the  3-year  period. 


For  more  complete  information  about  any  Dreyfus  Fund,  includ- 
ing management  fees,  charges  and  expenses,  ask  for  a  Prospectus. 
Please  read  it  carefully  before  you  invest. 
Mutual  fund  shares  are  not  FDIC-insured 
and  the  net  asset  value  of  all  income  and 
equity  mutual  funds  will  fluctuate. 

1-800-443-9794  •  ext.  4130 
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the  30-year  treasury  hill  rate).  At  retire- 
ment, these  accumulations  are  added  up 
and  the  employee  can  take 
this  money  either  as  a  lump 
sum  or  an  armuity. 

Life  cycle  plans  go  one 
step  further.  They  com- 
bine the  phantom  account, 
using  percentages  rather 
than  dollars.  In  Nabisco's 
new  life  cycle  plan,  for 
instance,  the  employee 
receives  a  certain  percent- 
age figure  for  each  year  of  employment. 
The  percentage  rises  as  the  employee 
gets  older.  At  retirement  the  total  of 
these  percentages  is  multiplied  by  final 
average  income  to  come  up  with  the 
retirement  benefit. 

The  Attraction  of  Life  Cycle  Plans 

"This  jjlan  is  attractive  at  any  point  in 
your  career,"  says  Nabisco  employee 
benefits  professional  Karen  Manning. 
"As  vou  get  older,  you  begin  to  accrue 
at  a  higher  percentage."  This  plan  is 
ideal  for  the  (jlder  worker  joining  the 
company  in  mid-life.  He  or  she  accumu- 
lates pension  benefits  at  a  higher  rate 
tiian  a  younger  worker.  Also,  employees 
are  not  penalized  when  they  leave  the 
company  with  an  early  retirement  provi- 
sion that  reduces  your  benefits  if  you 
retire  at  55. 

A  third  tyjje  of  non-traditional  DB 
jjlan  is  the  "floor-offset"  plan  which 
guarantees  a  certain  level  of  benefits  from 
the  combined  results  of  the  DB  and  DC 
plans.  "It's  not  the  simplest  plan  to 
administer."  admits  Segal,  "But  it's  a 
nice  transition  for  employees.  It  gives 


401  (k)  plans 
XVI  III  f/irir 
pre-tax  build-iip 
represent  a 
very  attractive 
investment 
vehicle  for 
employees. 


the  protection  of  a  DB  plan  in  case  the 
DC  plan  does  not  do  well.  So  it  gives 
the  employee  the  best  of 
both  possible  worlds." 

Despite  the  surge  in  such 
variations,  many  profession- 
als think  traditional  DB 
plans  offer  the  most  security. 
"I'm  still  a  firm  believer  in 
pension  plans."  says 
Richard  Koski,  a  specialist  in 
plan  design  at  Buck 
Consultants.  "The  idea  of 


an  annuity  stream  of  income  is  what 
most  people  need  in  retirement.  That's 
difiierent  from  going  through  the  bother 
of  saving  the  money  yourself  and  manag- 
ing it.  A  lot  of  people  can't  do  it." 

DC  Plans  "Hot"  in  the  Small 
Business  Market 

Despite  such  views,  the  trend  toward 
defined  contribution  plans  like  40I(k)s 


and  away  from  the  traditional  pension 
product  goes  on.  In  fact,  it's  a  real  con- 
tinuing explosion.  Assets  in  401(k)s  have 
more  than  doubled  over  the  last  five 
years  from  $230  billion  to  $475  biUion, 
while  the  number  of  plan  sponsors  offer- 
ing them  has  climbed  from  134,000  to 
210.000  according  to  Access  Research's 
1994  Marketplace  Update. 

As  these  assets  have  grown,  so  have 
the  players  offering  to  provide  plan  spon- 
sors with  these  complicated  vehicles. 
The  biggest  winners  in  this  administra- 
tion scramble  seem  to  be  third-party 
administratois  and  mutual  flind  groups, 
according  to  Access  Research,  while 
the  market  share  of  banks  and  insurance 
companies  is  falling. 

401(k)  plans  with  their  pre-tax  build- 
up represent  a  very  attractive  investment 
vehicle  for  employees  because  they  can 
see  their  balances  grow  on  a  quarterly 
statement.  These  plans  used  to  be  used 


How  the  $150,000  Cap  Affects  Retirement  Income 

Example:  44-year-olcl  executive  earning  $133,000* 

PPiOPtol994  As  of  1894 


55% 
Non-Qualilled 
Plan 


14%" 

Non-Qualiliat 


45% 
Qualified 
Plan 


1 


Prior  to  1994,  ttie  company's  qualified  plan  covered  86%  of  this  executive's  retirement 
income  needs.  Since  1994,  this  figure  has  fallen  to  45%.  The  company  must  generate 
the  rest  (55%)  with  non-qualified  benefits.  Source:  The  Todd  Organization,  Inc. 

*An  executive's  age  and  salary  will  alter  the  mix  of  qualified  and  nonqualified  benefits. 


VANGUARD 


DIVERSIFY  YOUR  RETIREMENT 
ASSETS  WITH  VANGUARD 


A time-tested  way  to  keep  your  retire- 
ment plan  on  course  is  to  diversify  your 
assets  among  equities,  fixed  income  securi- 
ties, and  cash  reserves.  Spreading  your 
investmentamong  these  basicasset  classes 
can  help  cushion  your  hard-earned  dollars 
against  the  ups  and  downs  of  the  financial 
markets. 

To  achieve  broad  diversification. 
Vanguard  offers  you  more  than  50  invest- 
ment opportunities.  So  whether  you're  an 
aggressive,  moderate,  or  conservative 
investor,  you  can  tailor  a  program  to  your 
financial  objectives. 

Among  your  choices  are  a  wide  range  of 
stock  funds;  portfolios  that  invest  in  corporate 
or  government  bonds;  index  funds;  those  that 
offer  a  balance  of  equity  and  fixed  income 
investments;  and  money  market  funds. 

Or  you  may  want  to  consider  a  fund  cre- 
ated specifically  tos2m/)//^IRAinvesting. 
Vanguard  LIFEStrategy  Funds'  four  Port- 
folios invest  in  a  diversified  set  of  Vanguard 
Funds  to  achieve  the  desired  asset  alloca- 
tion of  stocks,  bonds,  and  cash  reserves. 

Pay  No  IRA  Fees 

You  pay  no  annual  custodial  fees  if  you 
maintainaminimum  balance  of  $5,000in 
your  Vanguard  IRA  account .  If  your  com- 
bined IRA  assets  at  Vanguard  total  $50,000 
or  more,  all  of  your  IRA  accounts  are  free 
fromcustodialfees,  regardlessof  individual 
balances.  And  you  will  have  the  advantage 
of  Vanguard's  exceptionally  low  operating 
costs,  which  means  more  of  your  money 
works  for  you.  There  are  no  sales  commis- 
sions to  reduce  your  investment  or  12b-l 
fees  to  erode  your  earnings. 

Open  a  Vanguard  IRA  for  as  little  as  $500. 

©  Vanguard  Marketing  Corp.,  Distributor 


Vanguard  IRA  Choices 


Aggressive  Growth  Funds 

Vanguard  Explorer  Fund 
Vanguard  Specialized 
Portfolios 

Growth  Funds 

Vanguard  International 

Equity  Index  Fund 
Vanguard  International 

Growth  Portfolio 
Vanguard/Morgan  Growth 

Fund 

Vanguard/PRIMECAPFund 
Vanguard  U.S.  Growth 
Portfolio 

Growth  and  Income  Funds 

Vanguard  Convertible 

Securities  Fund 
Vanguard  Equity  Income 

Fund 

Vanguard  Index  Trust 
Vanguard  Quantitative 
Portfolios 


Vanguard/Trustees'  Equity 
Fund 

Vanguard/ Windsor  II 
Balanced  Funds 

Vanguard  Asset  Allocation 
Fund 

Vanguard  Balanced  Index  Fund 
Vanguard  LIFEStrategy  Funds 
Vanguard  STAR  Fund 
Vanguard/Wellington  Fund 

Income  Funds 

Vanguard  Admiral  Funds 
Vanguard  Bond  Index  Fund 
Vanguard  Fixed  Income 

Securities  Fund 
Vanguard  Preferred  Stock 

Fund 

Vanguard/Wellesley 
Income  Fund 

Money  Market  Fund 

Vanguard  Money 
Market  Reserves 


RETIREMENT 

■PLANNER, 


Will  Your  Retirement  Plan  Be  Ready 
When  You  Are? 

TheVanguard  Retirement   

Planner,  an  interactive  soft- 
ware package,  can  show  you 
what  you  need  to  do  to  build 
a  comfortable,  secure 
retirement.  The  price  is 
just  $15,  plus  $2.50  for 
shipping  and  handling.  For  a 
description  of  the  software 
or  to  order,  call  toll-free, 
f-800-933-I970. 


For  Your  Free  Vanguard 
IRA  Information  Kit,  Including 
"Facts  On  Funds  For  Your  Retirement/' 

Call  1-800-962-5217 

The  Kit  containsa  Vanguard  LIFEStrategy  Funds  prospectus 
with  complete  information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Please  read  it  carefully  before  you 
invest  or  send  money 


TH^^^ardGROUP 

^OF  INVESTTVVENT  COMPANIES. 


ii  One  car  company  . 

was  the  first  to  let  you  drive 

50  MILES 

without  a  single  drop  of  coolant 


D  E  V  I  L  L  E     C  O  N  C  O  U  R  S 

NORTHSTAR  SYSTEM:  275-HP  V8  •  ROAD-SENSING  SUSPENSION  •  TRACTION  CONTROL 
i  ABS  •  SPEED'SENSITIVE  STEERING  •  PLUS  THE  AIRBANK  SYSTEM  •  CALL  ■l-800-333-4CAl^ 


rhil  Bn»)k'5,  IckJiII.k  AssisUiut  Si. ill  Iihjiiicit 


THE  NORTHSTAR  SYSTEM  "You  have  to  depend  on 
your  car  even  if  something  unexpected  happens. ..like  losing 
your  engine  coolant.  That's  why  the  DeVille  Concours  has 
a  feature  no  one  thought  of  before.  It  automatically  senses 

if  you  lose  coolant.  Then  it  alternates  firing  and  air- 
cooling  the  engine's  cylinders  to  help  prevent  overheating. 
In  fact,  if  you  had  to,  you  could  drive  50  miles  to  safety 
without  a  drop  of  coolant.  All  because  there's  a  company 
that  knows  that  leadership  means  going  one  step  further. 
That's  my  company  Cadillac." 


Always  wear  safety  belts,  even  with  air  bags. 
£|  ]W  CM  Corp,  Ml  rights  reserved, 
>  CADILLAC,  DEVILLE.,  CONCOURS,,  AIRRANK,,,  NORTHSTAR. 


Cadillac 

Creating  A  Higher  Standards 
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primarily  hy  large  corporations.  They 
were  too  expensive  for  small  businesses 
because  of  all  the  recordkeeping  and 
communications  required  for  plan 
participants.  Now  this  is  changing  for 
businesses  with  from  50  to  300  employ- 
ees because  the  price  tag  on  these 
plans  has  come  down. 

■■401(k)s  have  become  very  afford- 
able. So  they  can  be  just  as  effective  in  a 
small  company  as  in  a  large  company," 
explains  Parks,  who  frequently  acts  as 
an  atlvisor  to  small  businesses. 

Today,  many  large  mutual  kuid 
])roviders  offer  a  prepackaged,  off- 
the-shelf  401(k)  plan.  Typical  of  these 
is  T.  Rowe  Price's  Century  Plan, 
launched  in  I99.'3.  for  companies  with 
300  eni|)loyees  ov  less.  The  Century- 
Plan  costs  emjjloyers  $1080  for  a  one- 
time set-up  charge,  then  $1650  plus 
$25  per  participant  (with  a  $2300  mini- 
mum) for  annual  administration. 

"It  s  been  very  successful."  says 
Joseph  Healy,  vice-president  for  retire- 
ment jMdducts  at  T.  Rowe  Price. 
"We  can  deli\  er  H0%  of  what  a  large 
company  gets  under  a  customized 
plan.  It's  the  extra  20%  that  nnis  the 
price  u])  to  $IO,000-$20.000  when 
you  develop  your  own  10  1  (k)  plan 
from  scratch." 

Freezing  DB  Plans 

In  a  parallel  trend,  some  small  business 
owners  are  freezing  their  defined  benefit 
plans  or  even  phasing  them  out.  They 
are  also  closing  down  Keoghs.  This  usual- 
ly happens  when  the  business  owner 
becomes  aware  that  the  amount  he  can 
put  aside  each  year  for  retirement  has 
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been  dramatically  reduced  by  changes  in 
tax  laws.  This  happened  in  1994  after 
Congress  lowered  the  covered  compensa- 
tion cap  for  highly  compensated  employ- 
ees (HCEs)  to  $150,000  from  $235,000. 

"Now  that  their  own  benefits  have 
been  restructined.  what  they  get  is  not 
equal  to  what  their  employees  get," 
explains  Parks.  "It's  now  costing  small 
business  people  a  lot  more  to  pay  for 
employee  DB  plans.  So  they  are  less 
inclined  to  put  one  in  place." 

Popularity  of  401  (k)s  Continues 
to  Grow 

At  large  employers,  40I(k)s  continue  to 
boom.  Companies  like  these  plans  for  a 
number  of  reasons.  They  give  employees 
a  sense  of  ownership.  Employees  like 
seeing  their  balances  grow. 
And  these  plans  usually 
cost  considerably  less  than 
DB  plans,  particularly  when 
it  comes  to  insmance  costs. 

The  high  level  of  401  (k) 
balances -$32,018  for  the 
average  employee,  accord- 
ing to  KPMG  Peat  Marwick 
-  attests  to  their  popularity. 
But  em])loyers  woriy  about 
the  ability  of  plan  partici- 
pants to  invest  wisely. 

"Emjjloyers  are  con- 
cerned that  employees  are  not  making 
the  best  investment  decisions," 
observes  William  fL.  Chapman  II,  exec 
utive  vice-])resident  for  marketing  at 
Kemper  Mutual  Funds.  With  401(k)s 
the  participant  decides  how  much  to 
invest  and  where,  not  the  employer  as 
with  DB  plans. 


Historically, 
equities  have 
outperformed 
fixed-income 
investments 
over  time, 
and  thus  are 
considered 
important  for 
long-term 
retirement. 


Many  employees  still  invest  too  con- 
servatively today  in  fixed-income  invest- 
ments like  Guaranteed  Investment 
Contracts  (GICs)  rather  than  equities 
which  are  more  appropriate  in  larger 
proportioris  for  a  retirement  investment 
vehicle.  Access  Research  reports  that 
employees  still  keep  27%  of  their  401(k) 
assets  in  GICs  and  only  19%  in  either 
equities  or  balanced  accounts.  Histori- 
cally, equities  have  outperformed  fixed- 
income  investments  over  time,  and  thus 
are  considered  important  for  long-term 
retirement  investing. 

A  second  problem  is  employee  partic- 
ipation. Highly  compensated  employees 
(HCEs)  still  participate  more  fully  than 
other  employees  at  most  companies. 
Two  years  ago  the  Department  of 
Labor  issued  ERISA 
Sec.  404(c)  to  clarify  invest- 
ment liability.  This  regula- 
tion requires  plan  sponsors 
to  ofler  at  least  three  differ- 
ent investment  options  out- 
side company  stock,  plus 
information  on  these 
options.  This  regulation  led 
many  companies  to  revise 
their  401(k)s  and,  along  the 
way,  launch  new  and  broad- 
er participant  education 
programs. 
The  result  has  been  a  huge  wave  of 
education  products  washing  across  par- 
ticipant's desks  from  workl^ooks  and 
brochin  es  to  videos  and  PC  diskettes. 
Initially,  most  of  these  were  for  enroll- 
ment purposes.  But  now  plan  partici- 
pants find  themselves  receiving  informa- 
tion on  an  ongoing  basis. 


II 


Funny  thing 
abouta 
nest  egg. 
You  cant 
sitonit. 


Ve  understand  the  importance  of  your  nest  egg.  You  worked  hard  for  it.  You  nurtured  it.  But  sitting  on  it  wont  make  it  last, 
bur  financial  advisor  can  help  you  make  the  right  decisions.  At  Kemper,  our  philosophy  is  diat  diligence  and  a  disciplined 
ilan  will  help  you  meet  your  retirement  goals.  For  40  years  our  Family  of  Funds  have  focused  on  a  long-term  investment 
pproach  that  helps  build  and  preserve  tomorrows  today 

Talk  to  your  financial  advisor  And,  for  ideas  about  making  smart  retirement  investing  choices,  get  our  "Investing  Your 
Jest  Egg"  brochure.  Its  free.  Just  call  1-800-KFS-5555,  extension  408. 


f 


1 


muTUEiL  Funos 

I  I 

We're  Building  Tomorrows  Today  ' 


Bejorc  you  invest  or  send  money,  carejully  read  the  Kempa  Fund  brochure  and  prospectus  containing  more  complete  mjowiation, 
including  management  jees  and  expenses.  ®1995  Kemper  Distributors,  Inc.  2i39'^Q 
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Are  these  education  ijiogianis  paying 
(jfP  Some  providers  say  tliey  are.  At 
Keni])er.  Cliapinaii  re])()rts,  "We  see 
approxniiately  half  tiic 
401(k.)  assets  in  etjuity  or 
total  retmn  lands.  That's 
very  different  from  the 
norm.  So  we  must  be  doing 
something  right." 

These  issues  have 
increased  the  push  toward 
outsourcing  retirement 
plans  and  other  eni])loyee 


The  question 

of  what  to 
do  with  such 
large  siims 
of  money 

can  be 
daunting. 


diat  it  will  be  even  more  prevalent  in  the 
next  live  to  six  years.  "Outsomcing  is 
one  way  companies  can  pass  some  of  the 
risk  off  to  providers  like 
ours  more  able  to  handle 
the  liability,"  he  adds. 


benefits,  according  to  Douglas  E.  Klinger 
senior  vice-jiresident  for  marketing 
and  business  development  at  Cigna. 
Today,  outsource  providers  range  fi  om 
giants  like  Fidelity  and  Vanguard  to 
many  smaller  em])loyee 
benefit  companies  like 
Hazlehurst  &c  Associates 
f)r  Hewitt  Associates. 
These  smaller  firms  use 
alliances  with  other  compa- 
nies to  otTer  a  "bundled" 
service.  They  act  as  the 
central  coordinator  and 
recordkeeper. 

'"CFOs  antl  treasury 
])eople  say  they'd  prefer 
to  focus  on  then  own  busi- 
ness not  eMi|j|()yee  bene- 
fits." he  says,  ""'fliey  are 
going  to  providers  to 
design  and  run  an  entire 
program,  so  that  HR  can 
get  out  of  the  employee 
benefits  business." 

Klinger  believes  that 
"total  outsourcing"  is  the 
wave  of  the  future,  and 


Focusing  on  Your 
Lump  Sum  Distribution 

fn  the  past  few  years,  lump 
sum  distributions  have 
become  veiy  common.  With 
the  popularity  of  401(k)s, 
it's  easy  for  a  person  to  get  a  lump  sum 
distribution  of,  say,  $20,000  or  $30,000 
from  an  employer,  when  changing  jobs. 
And  those  early  retirement  packages  are 
frequently  much  bigger.  The  question  of 


Average  Benefit  Cost 
in  Percentage  of  Total  Benefit  Cost* 


Death  & 

Disability  Benefits  4% 


Pension  Plans 
16% 


Capital 

Accumulation  Plans  12% 


Other  Benefits  4% 


'The  sum  of  the  component  average  costs  exceeds  1 00%  because  not  all  participants  have 
or  pay  for  all  the  types  of  benefit  categories.  Source:  1994  Hay/Huggins  Benefits  Report 


what  to  do  with  such  large  smns  of  money 
can  be  daunting. 

When  you  leave  a  company,  accord- 
ing to  Denise  Patridge,  director  of  retire- 
ment products  for  Schwab,  the  first  rule 
is  "To  preserve  what  you  have  when  you 
leave  your  job."  In  general,  you  have 
four  options:  You  can  leave  the  money 
with  your  former  company  until  you  get 
a  new  job;  you  can  put  this  money  into 
your  next  employer's  401(k);  or  you  can 
place  it  in  a  rollover  IRA  with  a  bank, 
brokerage  firm  or  trust  company. 

Above  all,  don't  let  the  company 
make  the  check  out  to  you.  In  that  case, 
the  money  will  be  subject  to  a  25%  with- 
holding penalty.  "You  don't  want  to 
see  your  $10,000  go  down  to  $8,000," 
says  Patridge. 

The  fourth  option  is  a 
"conduit"  IRA.  This  is  for 
those  who  think  they  might 
like  to  bring  the  money  with 
them  to  a  new  employer. 
But  they  don't  have  that  new 
job  yet. 

"In  a  conduit  IRA,  the 
money  will  continue  to  grow. 
Then  you  have  the  option  of 
rolling  it  over  with  your  next 
employer,"  explains  Isabel 
Ford,  retirement  product 
manager  with  Scudder. 
Stevens  and  Clark.  You  are 
not  allowed  to  make  contri- 
butions to  your  conduit  IRA. 
If  you  do,  it  will  be  consid- 
ered "tainted"  and  you  can't 
bring  it  with  you  to  your 
next  employer  as  the  core  of 
your  new  401(k). 
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Confused  About  Which  Wvy  Your 
401(K)  Distribution  Should  Go? 


Schwab  Will  Give  You  a  Mae  Free. 


If  you're  leaving  your  job  or  retiring, 
you  have  some  important  decisions 
0  make.  And  while  decidmg  what  to 
lo  with  your  IRA  or  retirement  plan 
iistribution  can  be  difficult,  decidmg 
vhich  mutual  funds  to  put  m  your  IRA 
;an  be  downright  ovei"whelmmg,  even  for 
experienced  investors.  After  all,  you  have  thousands  of 
unds  to  choose  from.  That's  where  Schwab  can  really 
lelp  you. 

Bring  Your  Rollover  to  Schwab. 

Move  your  rollover  into  a  Schwab  No-Annual-Fee 
RA*  Its  free  for  life  with  an  account  balance  of  $10,000 
)r  more.  And  coming  to  Schwab  means  a  lot  more.  It 
neans  opening  the  door  to  an  entire  range  of  investment 
)pportunities — stocks,  bonds  and  mutual  funds. 


Get  FundMap' '  Mutual  Fund  Selection 
Software  for  Windows?  Free. 

When  you  move  $10,000  lo  a  Schwab 
No-Annual-Fee  IRA,  or  any  oUier  Schwab 
account  between  Januaiy  I  and  Apnl  30,  1995, 
qualify  to  receive  our  exclusive  FundMap'" 
Mutual  Fund  Selection  Software  for  Windows'."  Free. 
FundMap  helps  you  calculate  your  retirement  savings 
and  allocate  your  assets.  Unlike  other  investment 
software  programs,  FundMap  helps  you  choose  from  a 
select  list  of  funds  chosen  from  a  variety  of  well-known 
lund  tamilies.  Its  a  $25  value  that  can  be  yours  free. 
Act  now.  Limited-time  offer.  For  details  call: 

1-800-310-2849  ext.  72C 

Charles  Schwab 

Helping  Investors  Help  Themselves® 


1  free  prospectus  conlaining  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab, 
lease  review  the  prospectus  carefully  before  investing. 

Assets  must  reach  $10,000  by  9/15/95.  Set-up  and  maintenance  fees  for  certain  assets  such  as  limited  partnerships  and  promissory  notes  still  apply  Please 
llow  two  weeks  for  delivery  Valid  only  in  the  United  States.  Limit  one  response  per  customer.  Windows®  is  a  registered  trademark  of  Microsoft  Corp 
01995  Charles  Schwab  &  Co.,  Inc.  Member  SIPC/NYSE,  All  rights  reserved.  (2/95) 
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But  there  are  good  reasons  to  keeping 
an  IRA  witli  a  financial  tirni  rather  than 
an  eni])loyer.  Financial  tinns  oHer  many 
more  investment  options,  while  most 
c(  uporations  only  offer  three  or  four 
investment  options  with  their  401(k)s. 
Sometime  these  are  all  from  one 
provider. 

"There  are  certainly  some  advantages 
to  keeping  your  rollover  IRA  with  a 
mutual  fund  familv  or  brokerage  firm." 
says  Scudder's  Ford.  "After  all  there  are 
over  4,000  mutual  funds  out  there." 

Changes  in  Strategy  for  the 
Self-Employed 

.Another  good  investment  option  open  to 
all  indi\iduals  is  the  Individual  Retirement 
Account  or  IRA.  Corjjorate  employees 
can  contribute  up  to  $2000  each  year, 
although  it  is  not  tax-advantaged. 

For  the  self-employed,  this  account 
offers  tax  deferral.  But  many  prefer  to 
use  a  SEP/IRA  which,  until  recently,  let 
an  individual  ])ut  u]3  to  $30,000  away 
each  year.  However,  the  $150,000 
ca])  reduced  the  amount  that  can  he 
contributed. 

There  are  several  ways  to  get  around 
this.  One  would  be  to  open  a  Keogh 
|)rofit  sharing  account.  But  with  a  Keogh 
the  com|jaiiy  must  specify  a  schedule  of 
future  contributions.  This  is  a  difficult 
cominitment  for  many  small  business 
petjple  to  make. 

A  better  choice  is  to  change  a 
SEP/IRA  into  a  money  purchase  |)lan  or 
a  combined  company  money  purchase 
and  profit-sharing  plan.  A  self-employed 
person  can  dep<  sit  up  to  20%  of  $1 .50.000 
in  these  combined  vehicles  thus  ending 


up  contributing  the  same  amount. 
$30,000.  as  before  this  tax  change. 

SERFS,  Rabbi  Trusts,  and  GATT 

0\  er  the  last  couple  of  )  ears  a  revenue 
hungry  Congress  has  continued  to 
make  saving  for  retirement  harder  by 
curtailing  aiitl  limiting  existing  benefits. 
The  best  example  of  this  is  the  lower 
cap  of  $150,000  for  HCEs.  But  the 
GATT  legislation  also  contained 
a  negative.  It  froze  scheduled 
indexing  increases  for  certain  other 
benefits. 

Many  companies  have 
rushed  out  to  set  up  non- 
cjualified  plans  to  compen- 
sate HCEs  for  the  lower 
compensation  cap. 

"There  is  a  big  u])tick  in 
noii-ciualified  plans  at  com- 
panies," comments  Steven 
Price,  president  of  The 
Todd  Organization.  Inc.. 
specialists  in  this  field. 
But  iion-([ualified  ])lans  like 


Many 
companies  have 
rushed  out 
to  set  up  non- 
qualified plans 
to  compensate 
HCEsfor 
the  loioer 
compensation 
cap. 


Reducing  Retiree  Health-Care 
Benefits 

Medical  benefits  represent  the  second 
crucial  area  of  retirement  planning.  On 
this  side  of  the  ecjuation  there  is  good 
news  and  bad.  The  good  news  is  that 
companies  are  coming  up  Vvith  new  ben- 
efits like  long-term  care  insurance.  The 
bad  news  is  that  they  are  cutting  back  on 
paying  the  premiums  for  retiree  health- 
care benefits.  This  is  an  important  issue 
for  people  before  the  age  of  65  when 
Medicare  becomes  the  primary  insurer. 

Companies  are  reducing 
retiree  health-care  benefits 
even  though  their  overall 
health-care  costs  appear  to 
have  been  brought  under 
control  for  the  first  time 
in  decades.  From  1993  to 
1994.  for  instance,  health- 
care premiums  increased 
an  average  of  only  4.8%, 
the  lowest  raise  in  premi- 
ums since  1986.  and  the 
second  straight  year  of 


SERPs  do  not  offer  the  security  of  t|iiali- 
fied  plans  which  are  funded  by  the 
company.  So  many  corjjorations  are 
going  one  step  further  and  installing 
"safety  devices"  like  rabbi  trusts.  These 
vehicles  guarantee  the  extra  income  in 
the  case  of  a  compaiiv  insolvency  or 
takeover. 

Looking  at  this  entire  trend.  Price 
calls  these  cutbacks  in  benefits  "income 
redistribution."  "These  limits  have 
come  down  so  low  that  there  is  a  grou]j 
in  the  middle  affected  but  really  not 
eligible  for  non-ciualified  benefits," 
says  Price. 


single-digit  premium  increases,  accord- 
ing to  KPMG  Peat  Marwick's  1994 
health  benefit  study. 

But  retiree  health  care  is  expensive. 
Companies  pay  an  average  of  over  $5,000 
a  year  to  insure  a  retiree  under  the  age 
of  65.  according  to  a  Foster  Higgins' 
1993  health-care  study.  That's  around 
$1,000  more  than  for  other  employees 
and  $3,000  more  than  the  over-65 
employee  who  has  Medicare  as  piimary 
insurance. 

No  wonder  companies  have  been 
paring  back.  The  size  of  retiree  health- 
care costs  hit  them  shortly  after  F'ASB 
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INVEST    FOR    THE  LONG-TERM 


IF  THE  PAST  HAS  TAUGHT  US  ANYTHING,  IT  IS  THE  UNPREDICTABILITY  OF  THE  FUTURE. 

So  we  {ollow  a  pkilosopliy  of  money  management  Lased  on  long-term  goals.  At  Putnam,  we  don't  select  trendy  securities 
or  make  atrupt  s  Lifts  in  asset  allocation.  Instead,  our  concern  is  for  disciplined  decision-making  tased  on  tliorougk 
researcn.  It's  an  approa  cL  tkat  works  for  over  400  institutional  clients  and  4  million  individual  investors  witk  over 
$90  killion  in  assets  under  our  management.  So  wkile  we  always  recommend  you  seek  professional  advice  from  a  financial 
advisor,  we  also  suggest  you  ckoose  a  money  management  firm  tkat's  keen  looking  to  tke  future  for  over  50  years. 

PUTNAM 

INVESTMENTS 

® 

BOSTON-  LONDON  -  TOKYO 

A      TIME-HONORED      TRADITION      IN      MONEY  MANAGEMENT 
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I  Ob  WLiii  mill  tllcct  .several  years  ago. 
Tliat  regulation  required  companies  to 
record  their  retiree  health-care  liability 
oil  financial  statements.  It  l)rouglit 
home  the  lar  ge  size  ot  this  liahilit) .  I  he 
result:  one-third  of  all  large  em|jlovers 
reduced  these  benefits  in  l!)y  f  or  1!)92 
either  by  raising  retiree  |)remiuiiis  or 
increasing  deductibles  and  co-pay- 
ments, according  to  Foster  Higgiiis. 
Seven  percent  eliminated  the  |)laii  alto- 
gether for  lutnre  retirees. 

High  Cost  of  Prescription  Drugs 

Companies  are  also  trying  to  reduce 
retiree  health-care  costs  by  encouraging 
preretirees  to  join  managed  care  net- 
works. These  are  generally  less  costly 
than  traditional  indemnity  care.  Another 
strategy  calls  for  reducing  the  cost  of  jjre- 


scnptioii  drugs-in  most  cases  lioiii  -I3"ii- 
FA)%  of  total  retiree  health-care  costs. 

(Jompanies  have  been  instituting 
mail  order  drug  |)rograms.  reimbursing 
more  foi  generics  than  brand  names, 
and  even  setting  up  formularies.  HMOs 
lia\  e  been  using  formularies 
for  yeais  to  control  drug 
costs,  but  thev  have  only 
recently  moved  into  the  ])ri- 
\  ate  sector. 

A  formulaiy  consists  of  a 
list  of'pref(i:rred  drugs  in  dif- 
ferent therapeutic  categories 
identified  by  experts  as  most 
cost-effective.  Tlie  provider 
requires  doctors  to  use  the  list  in  a 
"closed"'  formularv,  or  encourages 
them  in  an  "open"  one.  By  instituting 
an  "open"  fomulary  in  1994,  Arizona 


Public  Service,  says  it  will  save  22%  on 
prescription  diiigs  by  Apiil. 

Long-Term  Health  Care 

Greater  longevity  brings  with  it  some 
mixed  blessings.  One  of  them  is  the 
increased  probability  of  a  need  for  nursing 
care.  A  Congressional  study  has  estimat 
cd  that  4S%  of  all  peoj)le  over  age  65  will 
ont  day  neetl  nursing  home  care.  The 
cost  ot  this  ranges  from  $90-  to  $200-per 
day  in  the  average  nursing  home  facility 
Fifty  percent  of  people  entering  into  nurs 
Ing  homes  stay  an  average  of  2.5  years. 

Ijong-term  care  policies  can  be 
expensive.  But  some  private  employers 
have  begun  to  explore  the  jjossibility 
of  oflering  this  type  of  insurance  to  their 
employees  at  lower  prices  because 
of  their  bulk  buying  power.  Last  year 
Arizona  Public  Service,  for  instance, 
began  offering  a  long-term  care  policy  to 
its  employees.  An  employee  currently 
55-years-old  can  buy  a  $10()-a-day  bene- 
fit for  $45..'>0-]jei-month  from  Aetna 
through  the  utility.  Fhis  comes  out  to 
$54.'5.60-per-year. 


Employee  benefit 
professionals 
realize  that 
people  need 
different  benefits 
at  different 
times. 


True  Life  Cycle  Planning 

Looking  at  all  the  elements 
needed  in  retirement  plan- 
ning today,  it  seems  as  if 
a  new  more  integrated 
a|jproach  to  this  challenge 
is  developing  in  many  com-  '^^^ 
panics.  Emplcjyee  benefit 
professionals  realize  that 
people  need  difTerent  benefits  at  differen 
times  in  their  lives.  They  need  a  chance 
to  accrue  a  decent  pension,  even  if  they 
make  a  mid-life  career  change.  And  they 
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need  diflereiit  special  benefits  when  tliey 
are  younger  than  when  they  are  in  the 
niid-50s. 

"  The  needs  of  a  42-year-old  with 
three  small  kids  are  very  different  versus 
another  employee,  the  same  age,  with 
three  kids  in  college,"  points  out  Edward 
J.  Davey,  national  director  of  healtii  and 
welfare  services  for  Buck  Consultants. 

Because  of  this,  Davey  predicts  that 
"Deliveries  will  be  more  integrated, 
covering  different  points  in  employees' 
lives."  For  instance,  a  day-care  program 
might  appeal  to  the  employee  with  small 
children  mendoned  above,  while  a  col- 
league might  be  more  interested  in 
investment  seminars. 

As  for  the  tradidonal  pension  plan, 
Davey  believes  that  "The  defined  benefit 
plan  will  deliver  a  minimum  of  benefits 
like  a  safety  net."  The  result,  of  course,  is 
true  cycle  planning  where  the  employee 
picks  and  chooses,  and  makes  his  own 
decisions  on  how  to  supplement  the  DB 
safety  net. 

This  "life  cycle"  approach  may  seem 
less  secure  than  past  retirement  pack- 
ages. But  it  almost  certainly  will  provide 
.he  minimum  needed.  And  in  some  ways 
t  is  more  appropriate  for  the  199()s 
because  of  its  flexibility.  It  puts  the 
esponsibility  squarely  on  the  shoulders 
)f  the  individual,  reminding  him  or  her 
hat  when  it  comes  to  retirement,  the 
uture  -  and  the  time  to  start  plaiming 
or  it  -  is  now. 

Tiis  special  advertising  s(<  I  ion  was  uniltiii  by  April 
V.  Klimley.  a  New  York-hased  Imsiness  journal i\l 
'ho  specializes  in  financial  subjects  such  as  tax  and 
•tate planning,  pensions,  4()l(k)s,  investment  nian- 
'.  t^ement,  gh)hal  investing  and  tnutual  funds. 


TO  RETIRE 
COMFORTABLY, 
PLAN  SERIOUSLY 


T.  Rowe  Price  offers  two 
planning  kits  to  help  you  build 
a  secure  retirement,  whether 

you  choose  the  original  Retirement 
Planning  Kit  or  the  PC  version, 
T.  Rowe  Price  can  help  you  build 
the  retirement  savings  you  need. 

FREE— the  original  Retirement 

Planning  Kit.  Nationally 
acclaimed  by  financial  experts  and 
requested  by  over  600,000  individ- 
uals, the  kit  helps  you  determine 
how  much  you  will  need  to  save 
for  retirement  and  how  to  invest  to 
reach  that  goal. 

For  greater  ease,  get  the  $15  PC 

version.  The  Retirement  Planning 
Kit  is  also  available  in  an  easy-to- 
install  software  ver- 
sion. Now  available 
in  Release  1.2,  the 
software  does  the 
"number  crunching" 
for  you,  so  you  can  devote 
more  time  to  exploring 
different  strategies — and  see  the  results 
instantly.  A  special  "what  if"  feature  enables  you  to  adjust 
key  assumptions. 

Put  T.  Rowe  Price  expertise  to  work  for  you. 

A  comfortable  retirement  calls  for  serious  planning.  Begin 
now  by  requesting  your  kit  from  T.  Rowe  Price,  a  leading 
authority  on  retirement  investing. 

Call  24  hours  for  your  Retirement  Planning  Kit 

1-800-541-6086 


How  much  money  will 
you  need  to  live  on  in 
retirement?  Where  will  it 
come  from?  Most  people 
don't  know  the  answers- 
or  even  how  to  find  them. 
T.  Rowe  Price  can  help. 

As  the  chart  shows, 
today's  retirees  have  to 
rely  on  savings  and  earn- 
ings for  well  over  half  of 
their  retirement  income.* 
Clearly,  a  secure  financial 
future  takes  informed 
planning. 

The  T.  Rowe  Price 
Retirement  Planning  Kit 
can  help  you  manage 
what  may  be  your  largest 
financial  challenge. 


3.5"  also 
available 


Invesi  With  Confidcna 

TRowelVice 


'Social  Security  Administralion:  For  rclirccs  witii  at  least  $2i),()52  in  annual  income  in  1992.  To  order  the 
Retirement  Planning  Kit  for  PCs,  send  your  $15  check,  payable  to  TRP  Distribution,  Inc.,  to  T.  Rowe  Price  P.O 
Box  15098,  Worcester,  MA  01615-9885.  (CA  residents  add  7.25%  sales  tax;  DC  add  6%;  MA  and  MD  add  Be 
sure  to  include  your  name,  address,  and  phone  number  and  specify  disk  size:  5.25"  or  .i.5".  Please  allow  four 
weeks  for  delivery.  Specifications:  Requires  IBM^-compatible  computer  with  minimum  512K  RAM  and  DOS/ 
MS-DOS  2.1  or  higher  (with  CGA  or  CGA-compatible  graphics  card).  If  using  DOS  4.01,  640K  RAM  required. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  '  RnKDO'SHis 


International  Business 


A  FLYING  LEAP 

TOWARD  THE  21  ST  CENTURY? 

Pressure  from  competitors  and  Seoul  may  transform  the  chaebol 
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is  expected  to  fully  open  Korea's  mai-kel 
in  such  sectors  as  telecommunications 
constinction,  and  autos  by  1998.  That  feate 
will  present  the  chaebol  with  mucl 
stronger  competition  inside  Korea 

But  aside  from  Seoul's  pressure,  thf 
chaehol  recognize  that  to  make  the  leaf 
to  the  next  level  of  competitiveness 
against  U.S.,  Japanese,  and  Europear y^jj, 
multinationals,  they  must  undergo  aren't "j 
unprecedented  restnicturing.  With  less 
than  5%  of  their  assets  outside  Korea 
they  plan  to  spend  more  than  $20  biUioi  tj ;, 
by  2000  to  set  up  overseas  productioi 
bases  and  to  acquire  interests  mostlj 
in  U.  S.  and  Eui'opean  companies.  A' 
the  same  time,  they  are  changing  the 


The  auditoiium  was  packed  with  200 
employees  and  executives  of  lg 
Group,  foiTnerly  known  as  Lucky- 
Goldstar.  A  six-piece  ensemble  played 
selections  from  Ajitonin  Dvorak's  Hunw- 
resques  as  Chairman  Koo  Cha-Kyung 
made  a  short  but  moving  retirement 
speech.  Breaking  with  iron  Confucian 
discipline,  the  bespectacled  chaimian's 
voice  fiUed  with  emotion  as  he  atkh-essed 
100,000  employees  watching  via  satel- 
lite TV.  After  years  of  pushing  them  foi' 
better  perfomnance,  he  apologized  be- 
cause "I  never  thanked  you  before." 

With  that  ceremony  on  Feb.  22,  the 
70-year-old  Koo  ended  his  45-yeai-  cai'eer 
in  the  conglomerate  founded  by  his  fa- 


ther. He  handed  control  to  his  eldest 
son,  Bon-Moo,  50,  who  promises  to  di'as- 
tically  refoiTn  the  gi-oup's  management 
and  corporate  strategies. 

The  youngest  Koo  won't  be  alone  in 
restructuring  one  of  Korea's  powei-ful 
family-owned  chaebol.  These  conglom- 
erates, which  blossomed  during  the  hey- 
day of  government-business  cooperation 
in  the  1970s  and  1980s,  are  finally  com- 
ing to  giips  with  transfomiing  them- 
selves into  modem  corporations. 
NO  MORE  SHIELD.  They  ai-e  doing  it  part- 
ly undei'  pressure  from  the  South  Kore- 
an government,  which  is  determined  to 
cmtail  the  power  and  influence  of  the 
chaebol  owners.  To  spur  them  on,  Seoul 
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elationship  between  founding  families 
nd  professional  manager-s  and  gi-eatly 
ecentralizing  decision-making. 

And  because  a  genei'ation  of  business 
iaders  is  passing  from  the  scene,  the 
haebol  are  spinning  off'  many  companies 
hat  will  be  managed  by  sons  and  other 
imily  members.  The  most  extreme  ex- 
mple  is  the  Hyundai  group,  which 
ould  break  itself  into  pieces.  All  this  re- 
ects  gTit-wTenching  cultural  changes  in 
ompanies  whose  management  princi- 
les  were  based  on  the  Confucian  philos- 
phy  of  haiTTiony  and  seniority. 

Skepticism  lingers  about  just  how  fai- 
lle diaehol  will  go  and  whether-  deregu- 
ition  will  be  as  fast  as  promised.  "The 
ctions  are  always  slower  than  the 
rords,"  says  G.  Paul  Matthews,  who  is 
reating  a  San  Francisco-based  fund  to 
ivest  in  Korea.  Despite  years  of  talk,  a 
ovemment  report  shows  that  the  top 
0  conglomei-ates  still  have  an  average 
f  21  companies  and  are  involved  in  20 
lajor  business  lines.  The  Samsung 
roup,  for  example,  has  everything  fi'om 
lirts  to  ships  to  semiconductors. 
That  overly  broad  pi'oduct  mix  has 
eld  back  Korea's  competitiveness.  Al- 
lough  some  chaebol  succeeded  in  one 
■  tvv^o  industries,  such  as  Samsung  in 
jmiconductors  and  Hyundai  in  ship- 
ailding  and  auto,  others  generally  re- 
ained  simple  subcontractors  to  Japa- 
3se,  U.  S.,  or  European  companies. 
That's  why  Korean  executives  argxie 
lat  the  curi'ent  refoiTns  have  to  be  for 
tal.  Gimmicks  in  the  name  of  refoi'm 
ill  not  work  because  the  Korean 
leap-labor  advantage  is  long-gone.  The 
■cent  opening  of  Price  Club  and  other 
reigTi  discount  stores  in  Seoul,  for  ex- 
nple,  is  showing  Korean  companies 
at  if  they  do  not  pr-oduce  top  quality 
•oducts,  their  sur-vival  will  be  at  stake, 
computer  discount  store  sells  a  stan- 
Lrd  imported  IBM-compatible  486  multi- 
edia  PC  at  a  price  20%  lower-  than 
at  of  a  comparable  Samsung  model. 
In  response,  Samsung  is  geai-ing 
I  aggressive  international  push.  On 
ib.  23,  Chair-man  Lee  Kun-Hee  sum- 
sned  his  30  senior  executives  to  Los 
igeles,  where  he  ordered  them  to  ac- 
lerate  globahzation.  "By  year  2000, 
%  of  our  sales  should  come  from 
:ernational  oper-ations,"  Lee  said — up 
)m  20%  now.  Lee  feels  that  shock 
'  srapy  is  necessar-y  because  the  compa- 
hasn't  moved  fast  enough.  "Our 
nds  are  inter-nationalized,  our  actions 
en't,"  acknowledges  one  executive. 
Samsung,  which  has  been  cautious  in 
[uir-ing  for-eign  companies  in  the  past, 
\'s  it  will  now  pur-sue  them.  On  Feb. 
the  company  acquired  40.25%  of  AST 
■sear-ch  Inc.,  one  of  the  largest  U.  S. 
rs(_tnal  computer-  maker-s,  for  $378  mil- 
a.  It's  the  largest  equity  position  a 


Just  how  far  will  the 
chaebol  go? 
"The  actions  are 
always  slower  than 
the  words" 


Kor-ean  entity  has  ever  taken  in  a  for- 
eign company  and  will  create  a  major 
new  export  channel. 

Other-  groups  also  are  on  the  mar-ch. 
LG  Gr-oup  is  expected  to  pm-sue  acquisi- 
tions of  companies  specializing  in  multi- 
media products.  Hyundai  Electronics 
Industr-ies  Co.,  wliich  is  Korea's  second- 


largest  semiconductor  maker,  has  al- 
ready taken  over-  two  U.  S.  companies: 
computer-  diskmaker  Maxtor-  and  a  semi- 
conductor- division  of  at&t,  for  $165  mil- 
lion and  $340  million,  respectively. 
HIGH  GOAL.  Unlike  the  other  conglom- 
er-ates,  Daewoo  is  concenti-ating  on  de- 
veloping countries.  Under  its  "world 
management"  strategy,  the  gr-oup  says 
that  it  will  establish  600  companies  over- 
seas and  post  combined  sales  of  over 
$200  billion  by  2000.  The  goal  seems 
unachievable,  consider-ing  Daewoo's  cur*- 
rent  sales  of  $40  billion. 

Chair-man  Kim  Woo-Choong  is  push- 
ing forwar-d  nonetheless.  In  February, 
the  gi-oup  br-oke  ground  for  a  $300  mil- 
lion cement  plant  in  China's  Shandong 
pr-ovince,  where  plans  ar-e  also  under 
way  for  a  $1.5  billion  auto-parts  plant 
scheduled  to  open  in  1997.  In  Uzbeki- 
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How  the  Big  Four  Stack  Up. . . 

SIZE*     MAIN  BUSINESSES 

$63  Electronics,  autos,  shipbuilding,  aerospace,  machinery 
63  Autos,  shipbuilding,  electronics, construction,  machinery 
48  Petrochemicals,  electronics 
40  Autos,  shipbuilding,  electronics,  construction 

. .  .And  How  They  Are  Changing 
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Samsung  plans  to  cut  its  units  from  50  to  24. 

Hyundai  will  merge  and  divest,  reducing  its  companies  from  50  to  23. 

LG  is  planning  to  merge  several  companies. 

Daewoo  will  merge  and  divest,  leaving  it  with  14,  down  from  22. 

Samsung  is  decentralizing  authority,  giving  more  power  to  individual 
CEOs,  and  reducing  the  group  chairman's  clout. 
Hyundai  will  give  more  authority  to  professional  managers. 
Daewoo  companies  will  be  run  independently  of  the  group's  chair- 
man, who  will  concentrate  on  managing  its  motor  unit. 
LG  plans  to  end  the  Confucian-based  personnel  management  under 
which  seniority  was  important.  Job  performance  now  will  be  key. 

Samsung  plans  to  set  up  integrated  electronics  facilities  in  China 
and  Mexico.  Also  will  tie  up  with  Western  companies  in  semiconduc- 
tors, computers,  and  telecom. 

Hyundai  will  invest  $4  billion  by  2000  m  autos,  telecom,  and  semi- 
conductors. 

Daewoo  will  pursue  autos  and  electronics.  Plans  to  set  up  large  elec- 
tronic plants  in  Poland,  Brazil,  and  Vietnam;  auto  parts  plants  in 
China;  auto-assembly  plants  in  Romania  and  Uzbekistan. 
LG  Electronics  will  increase  its  share  of  overseas  production  by  set- 
ting up  plants  in  emerging  countries;  acquire  foreign  technology  and 
companies. 

Samsung,  Hyundai,  and  LG  are  gradually  reducing  founding  family 

ownership  by  making  more  companies  public. 

Daewoo  is  already  largely  in  jhands  of  professional  managers. 
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Stan,  Daewoo's  $800  million  automotive 
plant  will  begin  production  in  late  1995. 
In  Romania,  it  took  over  a  state-owned 
auto  company  for  $250  million. 

To  what  extent  Daewoo  or  other 
chaebol  succeed  overseas  will  depend 
on  their  ability  to  manage  much  more 
complex  global  operations.  That's  why 
changes  in  management  back  home  are 
important.  Daewoo's  Kim,  for  example, 
recently  distanced  himself  from  the  day- 
to-day  activities  of  all  companies  except 
Daewoo  Motors.  He  also  disbanded  the 
group's  executive  council,  which  used 
to  make  decisions  on 
such  ciTJcial  issues  as 
cross-holdings,  cross- 
guarantees,  and  cross- 
subsidization,  the  key 
techniques  the  chae- 
bol use  to  hold  them- 
selves together.  Aside 
from  appeasing  the 
government,  top  Dae- 
woo executives  hope 
gi-eater  management 
autonomy  will  help 
theii'  companies  make 
better,  quicker  deci- 
sions in  hundreds  of 
places  around  the 
world. 

Hyundai  may  be 
going  a  step  further 
This  $63  billion  group 
has  long  been  held  to- 
gether by  the  grip  of 
founder  Chung  Ju- 
Yung.  But  partly  be- 
cause of  his  failed  bid 
for  Korea's  presidency,  he  is  gi-adually 
easing  out  of  his  day-to-day  activities 
at  Hyundai. 

That  is  encouraging  his  sons  and 
younger  brother  to  carve  out  their  own 
empires:  Chung's  eldest  son,  Mong-Koo, 
controls  five  Hyundai  companies;  his 
fifth  son,  Mong-Hun,  runs  three,  includ- 
ing Hyundai  Electronics  Industries  Co.; 
his  brother,  Chung  Se-Yung,  is  in  the 
driver's  seat  at  Hyundai  Motor  Co. 
SETTING  THE  STAGE.  Under  a  restruc- 
turing announced  in  late  January,  the 
group  will  be  divided  into  six  majoi- 
business  units,  each  headed  by  a  profes- 
sional manager  "All  these  changes  are 
for  real  and  will  be  implemented  as  soon 
as  possible,"  says  Chung  Se-Yung.  Ana- 
lysts say  that  the  changes  are  intended 
to  prepare  the  gi'oup  for  a  breakup  once 
"Big  Chung"  passes  from  the  scene. 

All  these  corporate  moves  are  tak- 
ing place  against  the  backdrop  of  a  con- 
certed drive  by  President  Kim  Young 
Sam  to  change  the  ownership  structui'e 
of  the  chaebol.  Responding  to  the  bold 


presidential  challenge  ft'om  Big  Chung 
in  1991,  Kim  clamped  sanctions  on 
Hyundai,  denying  its  companies  access 
to  low-interest  loans  ft'om  government- 
backed  banks  and  refusing  permission 
either-  to  float  shares  in  Korea  or  raise 
funds  overseas. 

But  the  campaign  has  been  car-efully 
calibrated  to  avoid  throwing  Hyundai 
and  the  other  big  groups  into  chaos. 
They  are  too  important  to  the  economy. 
The  top  10  chaebol,  for  example,  ac- 
count for  about  a  quarter  of  Korea's 
gross  national  product.  Acting  tlirough  a 


NEW  GENERATIOM 
KOO  BONHMOO 
TAKES  LG'S  HELMi 


To  hack  away  at  the  web  of  cross-rela- 
tionships, Seoul  has  banned  a  chaebol 
company  from  investing  more  than  40% 
of  its  equity  capital  in  other  companies 
in  the  same  group.  Failure  to  respect 
that  ratio  r-esults  in  sanctions,  includ- 
ing a  fine.  The  government  plans  to  cut 
the  ratio  to  25%  this  year  and  even 
lower  in  follovdng  years.  Reducing  the 
level  of  financial  dealings  among  cimebol 
units  will  force  them  to  abandon  fail 
ing  lines  of  business  and  zero  in  on 
those  with  the  best  prospects — or  so 
the  government  hopes. 

Kor-ean  investors  are  divided  over 
whether  Kim  Young  Sam's  effort  to 
transform  the  chaebol  will  be  as  suc- 
cessful as  he  hopes.  Skeptics  point  to 
Samsung's  decision  to  enter  the  auto 
motive  business  as  a  clear  case  of  a  big 
group  charging  into  a  new  business 
where  it  lacks  experience. 
LOST  EDGE.  But  the  majority  view 
seems  to  be  that  fundamental  change 
is  coming  to  the  chaebol.  "This  time,  i1 
could  be  serious  and  more  effective  thar 
before,"  says  John  J.  Lee,  lead  portfolio 
manager  of  the  $600  million.  New  York 
based  Korea  Fund.  "Korean  industry 
as  a  whole  has  to  change  to  adapt  tc 
the  new  environment.  They  aren't  la- 
bor-intensive any  more.  They  have  to  b( 
mor-e  efficient." 

There's  no  question  that  the  toj 
South  Korean  companies  ar-e  graduallj 
absorbing  mor-e  efficient,  Western-styk 
analytical  tools.  Some  experts  think  th( 
groups'  international  drive  and  theii 
need  for  outside  capital  ultimately  vdl 


NO  PAIN,  NO  GAIN 


'  The  families  are  going 
to  go  through  this  whole  process  screaming 
and  kicking;'  says  one  investor 


maze  of  cross-holdings,  the  founding- 
families  own  about  9.7%  of  the  groups' 
total  capital — while  they  control  more 
than  40%.  The  government  doesn't  want 
to  drive  the  families  out.  "But  we  can 
make  sure  that  the  chaebol  founders  or 
owners  do  not  act  to  expand  their  busi- 
ness horizontally  and  indiscriminately 
use  corporate  resources  for  personal 
use,"  says  Han  Duk-Soo,  assistant  min- 
ister in  the  Trade  Pr-omotion  &  Industry 
Ministry. 

So  the  government  is  attempting  to 
lower  the  ownership  ratio  of  each  con- 
trolling family.  Ctutehol  units  in  which 
the  founding  family's  direct  or  indirect 
holding  is  less  than  8%  are  free  to  raise 
funds  or  pur-sue  new  businesses  with 
governmental  approval.  Others  aren't. 


prove  decisive.  "The  families  are  goinj 
to  go  through  this  whole  proces; 
screaming  and  kicking,  but  what's  goinj 
to  drive  the  transition  is  the  same  a 
with  the  American  or  Japanese  compa 
nies  that  were  family-controlled,"  say 
Joseph  J.  Kim,  New  York-based  presi 
dent  of  Peregrine  Capital  (USA). 

He  pr-edicts  the  Kor-ean  chaebol  won' 
completely  br-eak  apart  but  rather  wil 
develop  more  subtle  cross-dealingS| 
much  as  the  Japanese  keiretsu  havei 
Other-s  argue  that  the  Korean  corpc 
rate  model  will  be  a  hybrid  of  U.  S.  an 
Japanese  practices.  But  whatever  pat! 
they  choose,  Korea  has  little  choice  bu 
to  keep  the  pressure  on  the  chaebol  t 
remake  themselves. 

By  Laxmi  Nakarmi  in  Seem 
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What  s  the  most  important  thing  to  do 

aPter  keeping  93%  oF  our  toxic  chemical  waste 
out  oP  the  environment? 


CHEMICAL 
MANUFACTURERS 
ASSOCIATION  . 


The  EPA  and  the  Chemical  Manufacturers  Association  have  targeted  311  compounds 
as  top  priorities  for  action.  We  kept  93%  of  these  compounds  out  of  the  environ- 
ment through  treatment,  recycling  and  energy  conversion.  While  we  feel  our  most 
recent  I'eport  was  good,  we  know  there's  more  work  to  be  done.  Find  ^9 
out  more  about  how  our  180  members  and  partnei  s  ai  e  working  for 
change.  Call  1-800-624-4321.  responsible c*re 


Managing  inventory  is  serious  business.  Especially  when  you're  dealing  with  hospital  supplies.  Like  custom-designed 
sterile  procedure  packs  for  hip  replacement  surgery.  How  does  Baxter  Healthcare  Corporation,  the  largest 
distributor  of  healthcare  products  in  the  world,  do  it?     A  just-in-time,  stockless  inventory  supply  system  called 
the  ValueLink®  service.  Built  on  a  foundation  of  Microsoft®  products  (including  Windows  NT~  Server,  part  of  the 
BackOffice  family),  with  the  help  of  Lante®  Corporation,  a  Microsoft  Solution  Provider  ValueLink  enables  hospitals 
to  order  supplies  online.  It  also  generates  a  huge  volume  of  purchase  orders,  since  Baxter  now  delivers  to  thousands 
of  points  within  a  hospital,  versus  just  one:  the  loading  dock.  The  ValueLink  Distributed  Just-in-Time  Processor  is  a 
cost-effective  way  to  manage  and  meet  this  demand.     ValueLink  creates  a  virtual  corporation  between  Baxter  and 
Its  customers  by  networking-and  seamlessly  integrating-their  information  systems.     The  result?  On  average,  an 
astonishing  99.3  percent  order  fill  rate  across  all  products.  Which  means  the  right  supplies  get  to  the  right  place  at 
the  right  time.     P\ich  Gius,  Director  of  Information  Technology  for  Baxter,  adds,  "The  new  system  is  more  flexible 
so  we're  able  to  customize  the  service  to  meet  each  hospital's  own  supply  management  needs."     To  learn  how 
Microsoft  can  help  you  gain  business  advantage  using  computers,  call  (800)  437-31  19,  Dept.  G6U. 

The  hip  prosthesis  pictured  abo^e  was  supplied  by  DePuy'H  Inc.  and  is  not  available  through  a  Baxter  sterile  procedure  pack.  ©  1995  Microsoft  Corporation,  All  rights  reserved.  Microsoft, 
Where  do  you  want,  to  go  today'',  and  Windows  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries  ValueLink  is  a 
registered  trademark  of  Baxter  Healthcare  Corporation.  DePuy  is  a  registered  trademark  of  DePuy  Inc.  Lante  is  a  registered  trademark  of  Lante  Corporation, 
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SERVER? 


YOUR  BUSINESS  MAY  DEPEND  ON  IT. 


Microsoft 


WHERE   DO  YOU  WANT  TO  GO  TODAY?" 


The  babies  take 


Tayler  and  Tyler  may  be  wondering  what  the  jubilation  is  about. 
Toni  and  Keith  know.  They're  new  parents.  Of  two  babies.  But  its 
even  more  than  that.  The  pregnancy  was  a  tough  one,  almost  as 
hard  on  Dad  as  it  was  on  Mom.  So  being  on  the  Baby  side  of  it  is 
quite  an  accomplishment. 


Moms  and  Dad's  outburst  in  stride. 

Their  savings  made  it  through,  too,  even  with  lots  ol  travel  from 
their  farm  to  a  hospital  far  away  (in  South  Dakota,  most  things 
are  far  away)  and  lost  wages  and  intensive  care. 

In  plain  language,  their  AFLAC  insurance  helped  stop  the  money 
fioni  flowing  out  of  their  pockets  through  holes  in  their  health 
coverage.  The  Halls,  old  and  new  alike,  are  doing  just  fine. 

So  hci  c  they  all  aie,  happy,  healthy  and  over  it.  (Except  for  the  matter  of  diapers.)  Hallelujah! 


AFLAC  is  #/  in  Payroll  Marketing,"  with  nearly  100,000  payroll 
accounts  in  the  U.S.  For  information  on  this  simple,  cost-effective 
way  to  strengthen  your  employee  health  plan,  please  call  toll-free: 
1-800-99-AFLAC  (1-800-992-3522). 


Insuring  Oi'er 38 Million 
People  Worldwide 
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\  HORSE  RAGE  IN  FRANCE 
MAS  THE  MARKETS  IN  A  LATHER 


Until  now,  France's  presidential  election  campaign  has 
been  a  tedious  affair,  with  conservative  Prime  Minister 
Edouard  Bahadur  easily  outdistancing  all  his  rivals. 
!ut  suddenly,  French  politics  are  splintering  into  their  more 
ormal  chaotic  state.  A  telephone-tapping  scandal  involving 
'.alladur's  Interior  Minister  Charles  Pasqua  has  sent  the 
'rime  Minister's  strong  ratings  plunging.  Now,  the  two- 
3und  election  of  Apr.  23  and  May  7  is  a  horse  race.  Polls 
how  Bahadur  running  neck-and-neck  or 
ven  behind  his  main  opponents.  Socialist 
mdidate  Lionel  Jospin  and  neo-Gaullist 
!ader  Jacques  Chirac. 
As  the  candidates  scramble  for  votes,  their 
sated  campaign  rhetoric  will  bring  many 
■  the  tensions  in  French  society  to  the  sur- 
ice.  Bahadur,  the  probusiness  centrist, 
,ands  for  a  France  committed  to  a  strong 
anc,  tighter  hnks  with  Germany,  and  Eiu'o- 
;an  solidarity.  Jospin  embraces  the  old  so- 
alist  visions  of  a  protective  state  and  a 
javily  regulated  economy.  Chirac  will  be 
umping  on  a  platform  that  puts  French 
tei-ests  fh"st  and  such  Eui'opolicy  matters  as 
single  currency  second. 
I  :ared  by  CHIRAC.  The  uncertainty  brought 
1  lOut  by  this  fi'ee-for-all  is  rattling  the  mar- 
1  !ts,  which  have  pushed  the  franc  down  to  record  Inu.- 
:ainst  the  mark.  Investors  are  noting  nervously  that  Balla- 
ir,  despite  Ms  fi'ee-market  \iews  and  fiscal  conseiTatism,  has 
fai-  been  unwilling  to  cut  the  deficit,  which  is  stuck  at  5.7% 
gi"oss  domestic  product.  Fixing  the  deficit  would  force  a 
ish  in  the  French  social  safety  net  that  any  politician  would 
ead  making,  especially  with  unemployment  at  12.3%. 
The  market  is  hoping  that  Bahadur,  if  victorious,  would 
ow  more  resolve  as  President  and  make  the  biggest  effort 
cut  the  deficit.  Chirac  is  a  scarier  alternative.  Bahadur 
limed  on  Mar.  1  that  Chirac,  who  is  now  on  his  third 


BACK  TO  THE  FUTURE? 

Socialist  Jospin 
vows  to  halt  the 
privatization  drive  and 
shorten  the  workweek 


presidential  bid,  would  spend  too  freely  and  destroy  the 
franc.  Those  are  strong  words  for  the  mild-mannered  Baha- 
dur, but  the  markets  fear  he  may  be  right.  If  elected,  Chirac 
could  decide  to  cement  his  popularity  by  devaluing  the 
franc,  thus  engineering  a  scenario  to  boost  exports  and  cut 
interest  rates.  In  bondholders'  eyes,  such  a  policy  would  do 
serious  haiTTi  to  the  low-inflation  image  of  France's  economy. 
And  it  would  weaken  French  plans  to  stay  on  an  equal 
monetary  footing  with  Germany.  If  Chirac 
emerges  as  the  favorite  after  the  runoff 
election  in  April,  the  pressure  on  the  franc 
would  rise. 

PHONE-TAPPING  FRACAS.  Meanwhile,  Jospin, 
a  former  Education  Minister  with  a 
squeaky-clean  image  in  a  scandal-plagued 
nation,  seems  a  throwback  to  discredited 
Socialist  policies.  He  vows  to  halt  France's 
march  toward  privatization,  begun  by  Chi- 
rac as  Prime  Minister  in  1986-88  and  contin- 
ued by  Bahadur  when  conservatives  retook 
parliament  in  1993.  Jospin  also  wants  a 
shorter  workweek  and  higher  taxes  on  in- 
vestment income.  His  election  would  be  a 
setback  for  France's  efforts  to  build  indus- 
trial competitiveness. 

Jospin  could  only  win  in  a  reprise  of  the 
H»>>-  presidential  race,  when  Chirac  and  his  rightist  rivals 
helped  reelect  Fran(;'ois  Mitterrand  by  tearing  each  other  to 
shreds.  It's  Chirac  who's  fanning  the  phone-tapping  sparks 
against  Pasqua,  who  was  purportedly  tiying  to  block  a  judi- 
cial probe  into  a  pohtical  financi:ig  scandal  that  could  hurt  him 
and  Balladm-.  Pasqua,  a  law-and-order,  anti-immigi-ation  right- 
ist, has  lost  his  lead  to  become  Bahadur's  Prime  Minister  as 
a  result.  Before  it's  over,  the  race  to  run  France  for  the 
next  seven  year's  may  hold  a  lot  more  suqorises.  And  interna- 
tional investors  will  be  nei-vously  following  eveiy  turn. 

By  Stewart  Toy  in  Paris 


GLOBAL  WRAPUP 


SRAEL  PRIVATIZES  ■■■ 

•  The  Israeli  government  is  on  a  new 
ush  to  boost  investment  in  its  econo- 
my— with  some  success.  It  has  sold 
630  million  in  state  assets  in  the  first 
ivo  months  of  1995.  In  one  of  the 
iggest  deals,  the  Shikun  U'Pituah 
instruction  company  was  sold  for 
280  million  to  a  group  of  investors 
lat  included  Canada's  Charles  Bronf- 
lan.  Stakes  in  Israel  Chemicals,  Be- 
3k  Telecommunications,  ziM  Israel 
avigation,  and  El  Al,  the  Israeli  air- 
ne,  are  next  on  the  block.  The  gov- 


ernment also  plans  to  offer  stock  op- 
tions in  state-owned  companies  worth 
$200  each  to  every  Israeli  citizen  reg- 
istered to  vote.  Israelis  can  use  the 
options  to  buy  shares  in  state-owned 
companies  or  cash  them  in.  The  gov- 
ernment hopes  its  efforts  will  lead  to 
$1.5  bilhon  in  state  asset  sales  in 
1995 — and  lift  the  drooping  Tel  Aviv 
Stock  Exchange. 

...AND  SO  DOES  ITALY 

►  Despite  Italy's  political  chaos,  one 
of  its  biggest  industrial  privatiza- 


tions may  soon  take  place.  On  Mar.  3, 
a  consortium  of  four  Italian  banks, 
led  by  powerful  merchant  bank  Me- 
diobanca, offered  to  purchase  the 
government's  $10  billion  majority 
stake  in  telecommunications  giant 
STET.  In  a  letter  to  state  holding 
company  IRI,  which  controls  60%  of 
STET,  the  consortium  offered  to  pay 
70%  of  the  total  value  of  iRi's  shares 
and  float  a  part  of  those  shares  in  a 
public  tender  offer.  Prime  Minister 
Lamberto  Dini  says  that  he  expects 
STET  to  be  privatized  before  the  end 
of  the  summer. 
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GODARD  AND  DORMANN:  The  big 

draw  is  MMD's  sales  team, 


In  his  bid  to  transfoiTn  Gemian  chem- 
ical maker  Hoechst  into  a  global 
player,  CEO  Jiii'gen  Donnann  knows 
that  a  personal  touch  sometimes 
helps.  In  China  last  December,  the  lanky 
55-year-old  hosted  an  elaborate  party 
for  an  unhapjjy  ministei'  stinging  from 
an  eai'lier  Hoechst  snub — and  walked 
away  with  millions  in  unexpected  deals. 

But  Domiann  also  knows  how  to  jjlay 
hardball.  On  Feb  28,  after  months  of 
on-again,  off-again  negotiations,  he  of- 
fered Dow  Chemical  Co.  $7.2  billion  for 
Marion  Merrell  Dow  Inc.,  its  struggling 
drug  unit.  That's  well  below  the  $7.7 
billion  Dow  paid  for  mmd  in  1989.  Al- 
though Hoechst  desperately  wants  mmd, 
Dormann  is  betting  that  Dow  is  even 
moi'e  anxious  to  unload  it. 
GROWTH  FACTOR.  Donnann  has  plenty  to 
lose  if  Dow  rejects  the  deal.  Since  taking 
over  as  chainnan  in  eai'ly  1994,  the  long- 
time Hoechst  executive  has  launched  an 
aggressive  remake  of  the  sluggish  gi- 
ant— and  MMD  is  the  centeipiece  of  his 
strategy  to  expand  in  the  high-margin 
drug  business.  Although  skeptics  say  it 
could  be  yeai"s  before  a  deal  for  the  poor- 
ly perfoiTning  mmd  pays  off,  Donnann 


appears  to  have  little  choice.  Today, 
drugs  bring  roughly  25%  of  Hoechst's 
$35.5  billion  sales — but  almost  half  its 
estimated  $1.82  billion  operating  income. 
Yet  with  less  than  1%  of  the  $57  billion 
American  market,  the  world's  largest, 
Hoechst  gets  a  paltry  6.3%  of  its  dnag 
sales  in  the  U.S.  (charts,  page  91).  Dor- 
mann knows  Hoechst  cannot  be  a  global 
player  without  a  better  position.  "Om- 
answei"  to  this  challenge  is  to  fill  the  gap 
in  the  U.  S.,"  Dormann  says.  Both  Dow 
and  mmd  declined  to  comment. 

Hoechst  certainly  needs  some  help. 
Though  it  is  Europe's  lai'gest  clrugmaker, 
it  has  slipped  from  fourth  to  seventh 
worldvdde.  It  has  developed  few  strong 
new  diTigs  in  recent  yeai-s,  while  high  la- 


The  U.S.  is  the  world's 
largest  drug  market, 

and  Hoechst 
has  a  puny  1%  of  it 


bor  costs,  heavy  bureaucracy,  anc) 
European  recession  have  hit  earn! 
ings.  At  10%,  it  has  one  of  th(, 
woi-st  operating  mai-gins  of  the  toj! 
20  di-ugmakers.  "Hoechst  is  a  bii 
of  a  stumbling  giant,"  says  Barric!: 
James,  ceo  of  Basel-based  Pharf 
ma  Strategy  Consulting. 

But  is  mmd  the  solution  to  v/hai 
ails  Hoechst?  A  deal  would  vaul 
it  to  third  place  globally,  witls 
about  $9.3  billion  in  sales,  behimi 
the  pending  merger  of  Britain'i^ 
Glaxo  and  Wellcome,  and  U.  S.  gi 
ant  Merck.  But  although  mmd'I 
sales  rose  9%  in  1994,  to  $3.1  bil|' 
lion,  net  income  slipped  11%,  t' 
$438  million.  The  cause:  WhiL 
mmd  had  a  string  of  hits  in  th^li 
1980s — including  hypertensioii 
drug  Cardizem  and  antihistamin 
Seldane — they've  gone  off-paten| 
and  are  rapidly  losing  share.  Ami?; 
mmd  appears  to  have  few  promisi 
ing  new  products  coming.  Dovj 
disappointed  with  mmd's  return| 
and  lacking  any  synergy,  has  bee: 
trying  to  sell  for  a  year  But  fo 
Hoechst,  a  play  for  Marion 
"more  of  desperation  than  a  care 
fully  calculated  strategic  move 
argues  Ai'vind  H.  Desai,  an  an£ 
lyst  with  pharmaceutical  invest 
ment  research  ftiTn  Mehta  &  Isal; 
Dormann  and  Jean-Pierre  Godarc 
head  of  Hoechst's  pharmaceutical  div 
sion,  dispute  that  they're  buying  a  laj 
gai'd.  "We  see  more  in  the  Marion  pip( 
line  than  most  analysts,"  says  Dormaru 
Godard  claims  mmd's  Cincinnati  researc 
facility  has  promising  work  under  wa 
in  respiratory-tract  diseases;  succes 
there  would  add  to  Hoechst's  glob 
portfolio.  And  although  Hoechst  doe 
research  on  Alzheimer's  at  its  sma 
U.  S.  lab,  it  lacks  critical  mass.  Con 
bining  that  work  with  MMD  researc 
into  other  central  nei-vous  system  dii 
eases  would  benefit  both,  Godard  sayj 
That  payoff  would  be  years  in  con 
ing — if  it  evei'  annves.  In  the  meantime 
Dormann  is  scrambling  to  positio 
Hoechst  as  one  of  a  handful  of  higl 
volume  dixigmakers  poweiful  enough  1 
deal  directly  with  health-maintenam 
organizations  and  hospitals  in  the  mai 
aged-care  era.  To  do  so,  Hoechst  neec 
a  top-notch  sales  force — and  that 
where  mmd  comes  in  today.  Despite  ri 
cent  results,  industry  obsei'vei's  say  MJV 
has  a  strong  sales  network  with  tig) 
ties  to  powerful  hmos.  What  it  lacl 
are  new  drugs  to  market — and  thi 
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Before    jou    tuj    a  Camrj 

CHECK  THE  MILEAGE. 


AIR  BAG  COMPUTERS 
Irwindale,  CA 


AIR  BAG  INFLATORS 

&  MODULES  ''^j. 
Ogden,  UT  . 


TIE  ROD  ENDS 

Brewer,  ME 


INTERIOR  PLASTICS 
&  ARMRESTS 

Dover.  NH 


URETHANE 
La  Porte.  TX 


STEERING  COLUMNS 

Bennington,  VT 


BRAKE  COMPONENTS 

Chor/eston,  SC 


LEATHER 

WI//iomsport,  MO 


CYLINDER  HEADS 
&  MANIFOLDS 

St.  Louis,  MO 


PISTONS 

Morriitown.  TN 


FORGED 
CRANKSHAFTS 

Louisvi//e,  Ky 


than  270. 001)  Can 


EVERY  YEAR,  Toyota  buys  thousands  of  parts  from  \  U.S.  suppliers.  Wlietlier  it's  engine  blocks  from  Ohio, 
communities  right  across  the  country,  hi  fact,  we  buy  )  batteries  from  Tennessee  or  wiper  systems  from  New 
more  than  $4.6  billion  per  year  in  parts  for  both      /     York,  our  investment  in  local  industries  is  paying  off  in 


domestic  and  overseas  production,  from  more  than  440  (  the  form  of  thousands  of  jobs  across  the  United  States. 
/  .V  V  E  S  T  I  \'  G     IN     THE     T  H  I  .V  G  S     W  E     A  L  L     C  A  R  E     A  H  O  V  T  .  TOYOTA 

For  more  iii/(irmali(in  about  'I'oyiiln  in  Ameriia  write  Toyota  Moto)  C.orporiite  Serviirs,  ')  West  57th  Street.  Suite  -t'^JIIt)-/ 1 4,  \'eie  )'ork.  NY  Itl(II') 


There  Are 
12  Hotels  In  A 
9-Block  Area 
And  They're 
All  Designed 
For  The  Business 
Traveler. 

So  Why  Should 

You  Stay  at 
Crowne  Plaza? 


^  know  that  you  can  choose  any  hotel  in  the  area 
But  we  heheve  that  if  you  try  us,  just  once,  you'll  want  t 
come  hack  to  Crowne  Pla:a  Hotels  and  Resorts. 

We  know  that  the  minute  you  walk  into  a  Crowne  Plaza  h 
you're  giving  us  a  chance  to  prove  ourselves.  And  we'n 
so  sure  we  will,  we  hack  our  performance  with  a 
100%  Guest  Satisfaction  Guarantee.*'''* 

Crowne  Plaza  Hotels  and  Resorts  offer  you  a  relaxing 
atmosphere,  spacious  guest  rooms  and  well-equipped  fitn 
facilities.  Plus  all  the  husiness  ser\'ices  you  need  to  help  n 
your  stay  as  productive  as  it  is  comtortahle.  It's  all  hecaus( 
want  you  here. ..not  across  the  street.  And  our  attitude  a 
performance  show  it.  Discover  the  difference  for  yourse 

It's  All  In  The  Attitude"'' 


CROWNE  Pl-M_^ 

HOTELS  RESORTS 


For  Reservations, 
Call  1^800-2CROWNE 

(1-800-227-6963)  Or  YouR 
Travel  Professional 


The  Corporation 


UNITED  STATES 

ANN  ARBOR.  Ml 
ATLANTA,  GA 
BOSTON,  MA  (2) 
BRANSON,  MO 
COLUMBUS,  OH 
DETROIT  Ml  (2) 
GRAND  RAPIDS,  MI 


HILTON  HEAD  ISLAND,  SC 
HOUSTON,  TX 
INDIANAPOLIS,  IN 
KANSAS  CITY,  MC 
LAS  VEGAS,  NV 
LOS  ANGELES,  CA  (3) 
LYNCHBURG,  VA 
MEMPHIS,  TN 
MIAMI,  FL 
MINNEAPOLIS,  MN 
NASHVILLE,  TN 
NEW  ORLEANS,  LA 
NEW  YORK,  NY  (2) 
PALM  SPRINGS,  CA 
PHOENIX,  AZ 
PORTLAND,  OR 
ROCKVILLE,  MD 
SAN  FRANCISCO,  CA 
SEATTLE,  WA 
SOLVANG,  CA 
TAMPA,  FL  (2) 
TOLEDO,  OH 
WHITE  PLAINS,  NY 

CANADA 

EDMONTON 
HULL/OTTAWA 
MONTREAL  (2) 
TORONTO 
WINNIPEG 

CARIBBEAN 

CURACAO 
SAN  JUAN 

MEXICO 

GUADALAJARA 
HU.^TULCO 
MEXICALI 
MONTERREY 

SOUTH  AMERICA 

BARILOCHE,  ARGENTINA 

BUENOS  AIRES 

SANTIAGO 

SAO  PAULO 

QUITO 

*Asl<  the  front  desk 
for  derails. 


means  it  would  function  as  a  vehicle  for 
Hoechst  to  sell  its  drags  in  the  U.  S. 

With  its  tiny  sales  arm,  Hoechst's  hit 
European  drugs  have  floundered  in  the 
U.  S.  Its  best-selling  Claforan  antibiotic, 
for  example,  sells  roughly  $500  million 
worldwide  but  peanuts  in  the  U.  S.  "All 
of  Hoechst's  products  could  be  much 
stronger  in  the  U.S.,  and  sales  support 
from  MMD  virtually  assures  that  they  will 
be,"  says  Neil  Sweig,  a  Ladenburg  Thal- 
mann  &  Co  analyst. 

Dormann  is  also 
speeding  efforts  to  re- 
vamp R&D.  Integrating 
Hoechst's  independent 
German  and  French  op- 
erations, for  e.xample, 
should  cut  $345  million 
in  costs  and  tiim  dinag 
development  time  30% 
by  1997.  That  should 
help  end  Hoechst's  own 
recent  di-y  spell.  Petra 
Zamagna,  an  analyst 
with  Deutsche  Bank  Re- 
search in  Frankfurt, 
says  Hoechst  should  re- 
lease new  drugs  for 
dementia,  Alzheimer's, 
heart  disease,  rheuma- 
toid arthtitis,  and  schizo- 
phrenia by  1997.  While 
the  U.  S.  markets  for 
anti-arthi-itics  and  heart 
medicines  are  crowded, 
but  there  is  demand  for 
Alzheimer's  and  schizo- 
phrenia treatments.  "If 
Hoechst  had  big  new 
drugs  there,  they  could 
be  highly  successful," 
says  analyst  Desai. 

But  Godard  needs 
managers  who  can  deal 
with  U.  S.  regulatoi-s.  In 
the  past,  Hoechst  has  fii-st  won  European 
drag  approvals,  then  repeated  costly  ap- 
provals with  the  Food  &  Drag  Adminis- 
tration. That  means  it  waits  years  after 
launching  new  dnags  in  Europe  to  biing 
them  to  the  U.  S.— if  at  all. 

With  MMD,  Godard  says  Hoechst  ex- 
pects to  slash  time  and  costs  by  seeking 
U.  S.  and  Eui'opean  approval  concuirent- 
ly.  "In  the  future,  we  want  to  have  a 
common  development  plan,"  he  says. 
And  industry  rivals  agree  that  mmd 
would  fit  better  under  Hoechst  than  at 
Dow.  Although  58-year-old  ceo  Fred  W. 
Lyons  Jr.  may  retire  if  there's  a  deal. 
Chief  Operating  Officer  Richai'd  J.  Mark- 
ham,  43,  a  former  Merck  executive  well 
versed  in  managed  care,  would  likely 
step  up.  "Markhain's  young,  he's  inven- 
tive, he's  thoughtful,"  says  a  top  exec 


ALTHOUGH  DRUGS 
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at  one  big  dragmaker.  "I'm  not  inter- 
ested in  having  another  real  competitor, 
but  this  is  a  good  move  for  Hoechst." 

The  bid  for  mmd  is  just  part  of  a  big 
shakeup  Dormann  is  pushing  thi-ough  the 
top-heavy  company.  Soon  after  taking 
over  in  ApiH,  DoiTnann  picked  global  ex- 
ecutives to  oversee  an  aggi'essive  re- 
stracturing.  Led  by  the  then  head  of 
Hoechst  Celanese,  Ameiican  EiTiest  H. 
Drew — since  promoted  to  Hoechst's 
Frankfurt  management 
board — they  introduced 
a  streamlined  stiTicture 
in  January.  Business 
imits  have  been  slashed 
from  120  to  30,  and  each 
now  operates  globally, 
cutting  across  national 
and  functional  Unes. 
TRIAD.  Dormann  has 
also  divided  businesses 
into  three  categories: 
high-gi'owth,  requiring 
heavy  investment;  mid- 
range,  where  Hoechst 
vnll  hold  shar-e;  and  cash 
cows  that  can  be  divest- 
ed. Dormann  plans  to 
sell  Hoechst's  $1.06  bil- 
lion cosmetics  unit  and  a 
small  methanol  business. 
Dormann  expects  the 
asset  sales  to  calm  mai'- 
ket  feai's  that  he'll  issue 
debt  or  new  stock  to 
pay  for  mmd.  Since  ra- 
mors  of  the  deal  hit  last 
September,  Hoechst's 
stock  has  fallen  14%,  to 
$218.  But  with  free  cash 
flow  of  $1.4  bilhon  and 
billions  expected  from 
divestitures,  Dormann 
says  new  stock  is  out  of 
the  question. 
One  thing  Dormann  doesn't  plan  is  to 
up  his  offen  It's  a  sore  point  for  Hoechst, 
which  stumbled  badly  in  its  fii'st  U.  S. 
drag  move.  It  paid  a  hefty  $546  million 
for  51%  of  generic-di-ug  maker  Copley 
PhaiTnaceuticals  Inc.  in  1993.  Copley's 
value  has  since  slid  due  to  lawsuits  claim- 
ing that  tainted  batches  of  its  Albuterol 
asthma  drug  have  led  to  deaths.  Despite 
the  problems,  Dormann  remains  con- 
vinced that  Hoechst  must  up  its  U.  S 
presence.  'We're  a  little  bit  late,  but  not 
too  late,"  he  says.  With  due  diligence 
now  under  way  and  the  two  sides  ham- 
mei-ing  out  the  divvying  up  of  jobs,  ana- 
lysts expect  the  deal  to  go  thi-ough.  If 
Dow  does  say  yes,  Dormann  wall  find 
out  if  his  timing  is  better  this  time. 

By  Karen  Lowry  Miller  in  Frank- 
furt and  Joseph  Weber  in  Philadelphia 
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•  mangfacturer,  designed  the  tough  plastic  body  using  a  durafble 
resin  basedon  Amoco"  polypropylene.  The  toy  car  is  impact  ' 
resistant,  corrosion  resistant  and  easy  to  clean.  VVhictr  helps  it 
stay  on  the  carpeting  or  grass  year  after  year. 

Every  year,  Amoco  produces  more  than  $4  billign  of  quality 
petrochemical-baSed  products  such  as  polypropylene  for  such 
varied  fields  as  packaging,  fibers,  toys,  sporting  goods,  elec- 
tronics and  other  industries  on  the  leading  edge  of  technology. 

-  To  find  out  how  we-can  help  drive  your  business,  write 
Amoco  Chemicals,  MC4106,  D^pt.  M694,  200  East  Randolph 
Dj-ive,  Chicago,  IL£0601.7125.  Or  call  1-800-621-0626,  ext.*694. 


Amoco  Chemicals 


TKe  trademark  Lamborghini  is  owned  by  artd  used  under  license  from  Automobili 
Lamborghini,  S.p.A.,  Italy.  Jeep  and  the  Jeep  grille  design  are  trademarks  of 
Chrysler  Corporation  and  are  used  under  license.  Power  Wheels  is  a  brand  name  of 
Fisher-Price,  Inc.  U.S.  and  foreign  patents  and  patents  pending. 


Legal  Affairs 


TORT  REFORM 


CLEARING  A  RUNWAY 
FOR  PLANEMAKERS 

North  Dakota's  rush  to  limit  liability  is  about  jobs 


North  Dakota  Governor  Edward  T. 
Schafer  was  encountering  a  lot  of 
tui-bulence  in  the  air.  On  a  recent 
flight  across  the  vast  iwal  state, 
Ills  pilot,  Roger  Jolinson,  was  har-angiung 
him  about  the  skyi'ocketing  cost  of  flying, 
due  largely  to  liability  insurance.  "He's  a 
maniac  about  this,"  says  Schafer,  who 
flies  around  the  state  often. 

Naturally,  Schafer,  a  Republican,  was 


Dakota  finds  itself  in  step  with  the  rest 
of  the  country.  Pushed  by  business  and 
fueled  by  public  outrage  over  mega- 
awards  for  sprained  knees  and  spilled 
coffee,  tort  refomi  is  heating  up  as  nev- 
er before.  In  Washington,  the  House  is 
expected  to  pass  tough  anti-litigation 
measures  in  mid-March  as  part  of  the 
Republicans'  Contract  With  America. 
This  will  include  limits  mi  iiuiiitixc  ihrnv 


thing  new:  an  agi-eement  before  the  acci- 
dent, rather  than  a  fight  after  it.  Th( 
root  of  the  problem,  they  maintain,  it. 
'the  ascendancy  of  torts  over  contracij 
law.  In  the  small-airplane  market,  foij 
example,  the  buyer  and  the  seller  rareljj 
hammer  out  their  financial  risks  in  a  con; 
tract.  Instead,  the  manufacturer,  fearin 
suits,  buys  enonnous  hability  insurance 
then  charges  the  buyer  for  it  indirecth 
by  marking  up  the  price  of  the  plane 
often  doubHng  it.  These  high  prices,  man 
ufacturers  say,  have  driven  20  of  2( 
small-aircraft  manufacturers  from  th< 
business  in  the  j^ast  20  years. 
OUT-OF-STATE  TEST.  The  North  Dakot! 
bill,  with  its  "afterTnai'ket  risk  contract, 
attempts  to  bjqjass  torts.  Essentially,  th 
state  would  force  buyers  and  aircraf 
manufactiu-er's  to  sign  an  agi'eement  stat 
ing  how  much  liability  risk  each  side  -m 
hear.  The  buyer  takes  out  insm-ance,  sim 
ilar  to  an  auto  policy,  and  relieves  th^ 
manufacturer'  of  much  of  its  liability- 


iiiei 


A  MAGNET  FOR 
INDUSTRY 

To  attract  light-aircraft  makers, 
North  Dakota  legislators  are 
pushing  tort  reform  that: 


-■"ERS  manufacturers  a  large 
measure  of  protection  from 
liability  suits. 


iMPOSES  a  10-year  statute  of 
limitations.  Current  federal  law 
is  18  years. 

REQUIRES  manufacturers  and 
customers  to  enter  a  contractu- 
al agreement,  which,  amiong 
other  things,  makes  the  pur- 
chase of  liability  insurance 
mandatory. 


IGI 


idiiat 
alii 

to  2 

)M 

Thei 
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FEAR  OF  FLYING 


lawsuits,  Fisher 
makes  kits  instead 
of  assembled  planes 


interested  when  a  gi'oup  of 
academics  and  legislators 

came  up  with  a  scheme  to  BecaUSe  of  potential 
attract  auplane  manufactur- 
ei-s  to  the  state  and  mollify 
his  pilot  at  the  same  time. 
But  what  really  excited  him 
was  the  bait.  Instead  of  of- 
fering the  ty]3ical  package  of  tax  breaks 
and  cheap  electricity,  the  North  Dakotans 
proposed  luring  manufacturers  with  li- 
ability relief  Last  month.  North  Dakota's 
House  passed  bills  to  limit  aircraft  mak- 
ers' liability.  Now,  with  approval  expect- 
ed from  the  Senate,  the  state  is  on  the 
blink  of  enacting  some  of  the  most  crea- 
tive tort  legislation  anywhere.  "We're 
out  in  fi'ont  on  this  one,"  says  Schafer. 
Hurtling  toward  tort  refoiTn,  North 


ages  and  on  awards  for 
pain  and  suffering.  But  the 
battle  will  be  pitched  in  the 
Senate,  where  strong  oppo- 
sition from  the  White 
House  is  expected. 

The  states  aren't  wait- 
ing for  Washington.  More 
than  70  tort-reform  bills  are  pending  in 
at  least  31  states,  from  New  Jersey  to 
Texas.  But  nearly  all  of  the  bills  would 
merely  shift  costs  in  the  legal  battles 
from  would-be  defendants  to  plaintiffs, 
while  doing  little  to  avoid  disputes.  In- 
deed, the  battle  over  tort  reform 
131'omises  to  be  nearly  as  nasty  as  a  suit 
itself,  dividing  Americans  into  winners 
and  losers. 

The  North  Dakotans  propose  some- 


though  the  manufactui-er  remains  on  tb  £; 
hook  for  defects  or  fi-aud  and  could  faci-*' 
suits  from  injured  third  parties.  Propd-'.: 
nents  say  self-insuring  customers  coul^i 
reduce  the  liability  tab  for  their  plane 'h. 
by  two-thirds  to  thi-ee-quaitei-s,  lowerir  irtiusti 
the  price  of  a  $125,000  plane  to  $75,00(  i^h 
The  cincial  question  is  whether  Nortittlie; 
Dakota's  trailblazing  contracts  would  hd  h\  h 
up  in  other  states.  The  North  Dakotais«|j 
maintain  that  contracts,  fi'om  marriage  lerthe; 
censes  to  auto  insurance,  lose  nothirifcrlK 
when  they  cross  state  lines.  But  plaintif '  beeti 
are  certain  to  challenge  North  Dakol  nfij 
contracts  in  out-of-state  courts.  In  fac  er  aif 
the  North  Dakotans  don't  expect  mar » 'fij.^ 
of  the  small  manufacturers  to  set  i^ii^, 
shop  in  the  state  until  the  contracts  pa  I  i  riji 
this  legal  test.  :  knuf 
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If  you  re  age  40, 

and  want  to  enjoy  your  retirement, 
you've  reached  this  page 

just  in  time. 


Sure,  you're  concerned 
about  retirement  hut  right 
now  you've  got  other  priori- 
ties. The  kids.  The  mortgage. 
That  new  car.  So  how  do  you 
take  care  of  obligations 
today  and  still  invest 
for  your  future? 

Let  Twentieth 
Century  Mutual  Funds 
help  you. 

Send  tor  a  Free  copy 
of  our  informative  guide, 
The  New  Retirement  Realities 
Strategies  for  a  More  Secure 
Future.  You'll  discover 
investment  information 


to  help  you  meet  today's 
changing  realities.  And  we'll 
include  a  complete  IRA  plan- 
ning kit  that  explains  the 
many  advantages  of  adding 
an  IRA  to  your  retire- 
ment savings  plan. 

You'll  also  see  why 
Twentieth  Century's 
investment  philos- 
ophy and  expertise 
may  be  the  right  way  for  you 
to  prepare  for  a  more  enjoy- 
able retirement. 

There's  still  time! 
CaU  1-800-345-2021 
today. 


P.O.  Box  41921 


P.O.  Box  419200  •  Kansas  City,  Missouri  64141-62UU 

Please  Rush  Me  A  Free  Copy  Of 
The  Neif  Retirement  Realities  And  IRA  Kit  Today! 


Name 

Twentieth  Century  Shareholder?    □  Yes    □  No 

Address 

City  St; 

tL-  Zip 

BSW 

The  IRA  Kit  contains  a  prospectus  with  more  complete  information,  incluJint;  charges 
and  expenses.  Please  read  the  prospectus  carefully  before  investing. 
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Information  Processing 


PERSONAL  COMPUTERS 


AT  COMPAa,  A  DESKTOP 
CRYSTAL  BALL 

But  will  its  forecasting  software  really  make  a  cutthroat  business  less  risky? 

On  Mar.  3,  Michael  Parides  sat  in 
his  office  nervously  scanning  the 
spreadsheet  running  on  his  per- 
sonal computer.  Hewlett-Packard 
Co.  had  just  slashed  prices  22% — step- 
ping up  a  campaign  to  grab  more  of 
the  corporate  PC  mai-ket.  Months  eai'liei; 
Parides  had  pei'suaded  his  bosses  at 
Compaq  Computer  Coip.  to  back  a  rad- 
ical plan:  Use  complex  simulation  soft- 
ware to  manage  product  introductions 
for  the  world's  biggest  PC  maker. 
Pandes'  progi'am  was  designed  to  mod- 
el trends  in  customer  demand,  pricing, 
and  even  dealer  inventories.  As  the 
screen  filled,  he  r-elaxed.  The  pr-ogr-am 
had  anticipated  hp's  pricing  to  within  a 
few  dollars.  "It  all  pr'oved  out,"  Parides 
quickly  relayed  to  his  boss. 

For'  Parides,  dir-ector  of  business  op- 
erations at  Compaq's  Desktop  Div.,  it 
was  one  more  hurxlle  met  and  clear-ed. 
After  eight  gr'ueling  months  battling 
skeptical  colleagues  and  fatigue,  his 
team  and  its  softwar-e  are  playing  a  crit- 
ical role  in  managing  the  nanosecond 
pace  of  new-pi'oduct  intr-oductions — ar'- 
guably  the  company's  biggest  challenge. 
A  miscue  can  mean  disaster.  A  model 
that's  late,  lacks  the  right  featur-es,  or 
has  the  wrong  price  quickly  turns  into 
piles  of  unusable  components  or-  slow- 
moving  finished  goods.  Just  ask  IBM, 
which  misjudged  the  market  last  year 
and  saw  a  6%  plunge  in  PC  sales — and  a 
$1  billion  loss.  Analysts  say  Compaq 
passed  up  $50  million  in  sales  by  under- 
rating demand  for-  home  PCs  last  fall. 
BIG  TEST.  Now,  the  company  is  deter-- 
mined  nut  to  repeat  such  mistakes. 
"What's  going  to  count  the  most,  as  far 
as  remaining  competitive  and  pr-ofitable, 
is  how  you  manage  your  business,"  says 
Kevin  L.  Bohren,  mar-keting  vice-presi- 
dent at  the  Desktop  Div.  "It  used  to 
be  every  new  product  had  sLx  months  of 
uniqueness.  Now,  it's  a  long  weekend." 

Parides'  system  is  now  facing  its 
biggest  test.  Starting  Mar-.  8  and  contin- 
uing in  April,  Compaq  viill  launch  a  se- 
ries of  business  and  consumer  PCs  to 
r-eplace  models  that  now  account  for 


COMPAQ'S  NEW  SCIENTIFIC  METHOD  S 


CUSTOMERS  Conducts  focus 
groups  to  gauge  interest  in  and 
price  sensitivity  to  new  features 

DEALERS  Polls  resellers  on  inven- 
tory levels  and  available  cash  to 
gauge  the  timing  of  nev\/-model 
introductions 


LOGISTICS  Schedules  key  purchas- 
es and  production  processes  only 
after  development  hurdles  are  met 

SUPPLIERS  Tracks  suppliers'  pro- 
duction and,  with  them,  develops 
alternative  production  plans  in  the 
event  forecasts  are  wrong 


'.ever 
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'5%  of  its  $1 1  billion  in  revenues.  These 
nachines — 51  new  business  models  for 
he  North  American  market  alone — are 
xpected  to  help  swell  Compaq  ship- 
ments to  6  million  machines  this  year, 
p  from  4.8  million  in  1994. 

Compaq  has  long  used  computer  mod- 
ling — to  weigh  the  impact  of  design 
ecisions  on  component  purchases,  for 
xample.  But  Parides,  a  buttoned-down 
)rmer  McKinsey  &  Co.  consultant,  has 
reated  a  kind  of  SimCity  for  the  enth'e 
C  business.  Essentially  a  giant  spread- 
tieet,  it  includes  far  more  detail  than 
ther  simulations,  Compaq  says.  As  a 
isult,  it  can  simulate  conditions  such  as 
)mponent  price  changes,  fluctuating  de- 
land  for  a  given  feature  or  price,  and 
16  impact  of  rival  models.  By  modeling 
ippher  and  competitor  behavior,  the 
/stem  lets  managers  consider  the  risk 
'  certain  actions  before  taking  them. 
How  good  is  the  model?  Insiders  say 
played  a  decisive  role  in  convincing 
ip  management  on  the  most  critical 
jcision  of  1994.  Starting  last  summer, 
impetitors  and  pundits 
ere  roundly  criticizing 
le  Houston-based  PC 
aker  for  its  slow  switch 
machines  using  Intel 
arp.'s    new  Pentium 
ip.  While  rivals  such  as 
ill  Computer  Corp.  and 
iteway  2000  Inc.  were 
ling  a  booming  business 
Pentiums,  Compaq 
is  amassing  a  huge  in- 
ntory  of  PCs  based  on 
e  older  486  design. 
)mpaq  stuck  to  its  plan, 
cause  the  model  said  most  corporate 
yers  wouldn't  want  Pentiums  until 
rly  1995.  The  gamble  proved  success- 
:  Fourth-quarter  earnings  rose  61%. 
The  new  desktop  PCs  that  Compaq 
[led  out  on  Mar.  8  are  the  fii'st  models 
signed  from  the  ground  up  using 
hat  if"  scenarios  created  by  Pai-ides. 
,e  machines — ranging  from  $2,300  to 
,500 — include  competitive  new  fea- 
res  such  as  software  that  tells  net- 
irk  managers  what's  inside  the  PC. 
One  thing  Parides  didn't  forecast  was 
w  difficult  it  would  be  to  create  the 
tware.  Early  on,  he  teamed  up  with 
chael  J.  Sheehan,  a  lanky  analyst 
icked  from  Compaq's  operations  plan- 
.g  gi-oup.  The  fii-st  hm-dle  was  getting 
)peration  from  depaitment  heads  who 
i  never  worked  together.  The  second 
s  getting  the  right  data.  Compaq 
rketers  had  never  estimated  demand 
sticity  for  PCs,  for  example.  Wlien 
rides'  group  met  with  other  depail- 
nts  last  June,  their  requests  were  so 
asual,  they  got  a  skeptical  reception, 
arly  on,  there  were  a  lot  of  question 
rks — was  this  the  right  approach? 


"We  bet 
against 
everything 
the  company 
believed" 


The  right  individuals?"  recalls  Bohren. 

As  the  weeks  wore  on,  the  team 
struggled  to  get  the  needed  data.  A 
corporate  reengineering  program  run 
by  McKinsey  was  beginning  to  produce 
some  of  the  information — but  it  was 
only  stalling.  Morale  sank  in  July  when 
the  team  realized  it  had  to  scrap  its 
fb-st  model  and  build  a  more  detailed 
one.  It  was  Parides'  partner  Sheehan 
who  kept  spirits  high.  After  taking  his 
kids  to  see  Walt  Disney  Co.'s  The  Lion 
King,  he  took  to  belting  out  the  film's 
Hakuna  Matata — "no  worries" — song 
whenever  the  team  hit  a  snag.  "No  wor- 
ries" became  the  group's  motto. 
TOUGH  CALL.  Then  Parides  dug  in.  He 
canceled  a  late-July  vacation  to  run  new 
scenarios  and  tweak  the  model  to  show 
the  financial  risks  of  moving  up  the  an- 
nouncement of  Pentium  PCs.  The  find- 
ings: Shifting  too  quickly  to  Pentium- 
based  models  would  wreak  havoc  on 
pricing  on  Compaq's  many  486-based 
units.  It  would  also  mean  paying  higher 
prices  for  new  components  than  if  it 
waited  (Intel  has  since 
slashed  Pentium  prices). 

For  Compaq,  which 
had  often  triumphed  by 
bringing  new  technolo- 
gy to  market  as  soon  as 
possible,  it  was  a  tough 
call.  "We  bet  against 
everything  the  company 
believed,"  says  Parides. 
He  took  the  case  to 
Desktop  Div.  Senior 
Vice-President  John  T. 
Rose.  "A  bad  decision 
and  it's  huncfreds  of  mil- 
Uons"  of  dollars  lost,  Parides  warned. 

In  mid-August,  Rose  got  the  gi-oup  a 
hearing  before  the  corporate  financial 
gi-oup.  By  then,  Compaq  sales  managers 
were  lobbying  for  an  accelerated  svdtch 
to  Pentiums.  "We  got  a  lot  of  'you  don't 
understand,  we've  seen  this  before,' " 
recalls  Parides.  He  pushed  ahead,  how- 
ever, presenting  to  financial  executives, 
then  to  the  company's  top  strategists. 

On  Oct.  28,  Parides  and  Sheehan 
found  themselves  before  ceo  Eckhard 
Pfeiffer.  Their  pitch:  The  company  could 
boost  profits  by  $50  million  in  the 
March,  1995,  quarter  by  not  speeding 
up  the  release  of  the  new  Pentium  ma- 
chines. Pfeiffer,  who  listened  intently, 
gave  the  pair  all  the  assurance  they 
needed.  "It's  about  time  we're  doing 
these  things,"  he  said. 

Within  12  months,  all  Compaq  com- 
puters will  be  designed  with  the  help  of 
Parides'  new  simulation  tool.  If  it 
works — and  confirmation  may  come 
when  results  for  this  quarter  are  re- 
leased— Hakuna  Matata  could  be  Com- 
paq's theme  song. 

By  Ga7~y  McWilliams  in  Houston 


Wliaddya  Say  To 
A  Guy  Who's  Had 
The  Same  Job 
For  50  Years, 
Has  Never  Called 

In  Sick  Or 
Showed  Up  Late, 
Never  Taken  A 
Vacation  Or  A 
Holiday,  Never 
Asked  For  A 
Raise  Or  Griped 
About  His  Bonus 
And,  Believe  It  Or 
Not,  Has  No 
Plans  For 
Retirement? 


Thanks. 


Remember  -  only  you  can  prevent  forest  fires. 
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Information  Processing 


COIVirViENTARY 

By  Mark  Lewyn 


HOW  TO  VAULT  THE  FINAL  HURDLE  TO  TELECOM  REFORM 


Back  in  January,  1985,  Metro- 
Link  Telecom  Inc.  started  offer- 
ing phone  service  between 
Houston  and  nearby  Galveston,  Tex., 
by  leasing  lines  from  SBC  Communi- 
cations Inc.,  the  z-egional  Bell  oper- 
ating company.  After  two  years,  the 
Texas  City  upstart  had  wi'ested  200 
big  corporate  customers  from  SBC. 
Then  the  Baby  Bell  launched  a 
counterattack.  According  to  an  anti- 
ti-ust  suit  that  Metro-Link  filed,  SBC 
tried  to  squash  its  smaller  rival  by 
removing  Metro-Link  numbers  from 
its  phone  directories  and  refusing 
to  assign  it  any  new  numbers.  SBC 
officials  deny  they  tried  to  kill  off 
the  competition,  but  in  July,  1993, 
Metro-Link  was  award- 
ed $5.7  million  in  dam- 
ages, which  SBC  is  ap- 
peaUng.  "They  will 
stop  at  nothing  to  stop 
competition,"  says 
Daniel  A.  Jones,  a  Me- 
tro-Link co-owner. 

Metro-Link's  experi- 
ence points  up  the 
thorniest  issue  facing 
Congi"ess  as  it  at- 
tempts to  rewTite  the 
laws  that  regulate 
the  sprawling  U.  S. 
telecommunications  in- 
dustrj^:  how  to  disman- 
tle the  local-phone 
monopolies  run  by  the 
Baby  Bells,  gte  Corp.,  and  1,300 
smaller  players  across  the  nation — 
and  quickly  introduce  the  free-for- 
all  in  local  calling  that  has  benefited 
long-distance  consumers  for  a 
decade. 

BEDEVILED.  Granted,  virtually  all 
interested  parties  are  in  agreement 
on  the  endpoint  of  new  legislation. 
In  return  for  freedom  to  enter  new 
businesses  such  as  long  distance  and 
cable  TV,  local-phone  companies 
must  open  their  markets  to  competi- 
tion. The  devil  is  in  the  transition 
inles  that  the  different  parties  want 
put  in  place  to  ensure  that  the  local 
phone  giants  do  indeed  open  their 
markets. 

Repubhcan  lawmakers  have  pro- 
posed a  Bell-friendly  "date-cei'tain" 
measm-e.  It  would  say,  in  effect. 


that  as  of  a  certain  date  the  Baby 
Bells  can  enter  cable,  long  distance, 
or  any  other  business,  whether  or 
not  competition  exists  in  their  local 
operating  regions.  Democrats,  more 
closely  allied  with  long-distance 
carriers,  favor  some  form  of  test  to 
determine  whether  a  Baby  Bell's 
local  mai'ket  is  competitive  before  it 
can  jump  into  long  distance. 

There  are  big  drawbacks  to  both 
approaches.  Senate  Repubhcans,  led 
by  Larry  Pressler  of  South  Dakota, 
are  pushing  a  proposal  to  introduce 
legislation  that  lets  the  Bells  into 
long  distance  after  three  years.  The 
GOP  figures  that  would  give  cable 
companies  and  long-distance  carriers 


enough  time  to  penetrate  local  call- 
ing. Even  before  that,  the  Bells 
could  enter  the  cable-TV  market  to 
help  break  up  that  monopoly. 

The  trouble  is,  the  Baby  Bells 
would  still  have  every  incentive 
to  continue  blocking  or  dela,\ing 
competition.  While  the  Republican 
measure  includes  penalties  of  up  to 
$500  million  for  delaying  tactics, 
experts  say  the  billions  of  dollars 
in  revenues  from  preserving  the  lo- 
cal monopolies  would  more  than  off- 
set the  fines.  The  date-certain  ap- 
proach is  "vei-y  poor  public  policy," 
says  John  W.  Mayo,  an  economics 
professor  at  the  University  of 
Tennessee. 

The  Democratic  alternative — a  re- 
run of  last  year's  Senate  bill — would 
be  no  better.  It  calls  on  the  Justice 


Dept.  to  decide  whether  there  is  a 
"substantial  possibihty"  that  the 
Bells  could  impede  competition  in 
local  markets  and  requires  the  Fed- 
eral Communications  Commission  to 
decide  whether  freeing  the  Bells 
would  be  in  the  public  interest.  But 
this  subjective  approach  confers  too 
much  power  on  regulators.  Worse,  it 
could  spawn  litigation  over  the  defi- 
nition of  "substantial"  that  might 
take  years  to  settle,  fuither  post- 
poning the  benefits  of  competition. 
EQUAL  CHANCE.  The  smartest  strate- 
gy is  contained  in  a  bill  to  be  intro- 
duced shortly  by  Jack  Fields  (R- 
Tex.),  chairman  of  the  House 
telecommunications  &  finance  sub- 
committee. His  plan 
lays  out  objective  cri- 
teria for  determining 
whether  a  market  is 
open.  For  example, 
customers  must  be 
able  to  keep  their 
same  phone  numbers, 
with  no  extra  digits 
added,  no  matter  who 
their  local  carrier  is. 
Interconnections  with 
the  existing  netwoi'k 
must  be  offered  to 
new  entrants  at  com- 
petitive rates.  And 
local-phone  companies 
must  "unbundle"  ser- 
vices they  sell  so  that 
rivals  can  buy  just  w^hat  they 
need — leased  lines,  for  instance — 
and  not  be  made  to  buy  things  they 
don't  want.  Once  state  reg-ulators 
say  the  competitive  "checklist"  is 
complete,  the  FCC  would  give  the 
Bells  the  gi'een  light. 

This  proposal  would  provide  a 
sound  framework  for  full  competi- 
tion in  local-phone  service.  It  does- 
n't assure  that  anyone  will  take  on 
the  Bells  successfully.  But  the  gov- 
ernment can't  guarantee  how  mar- 
ket forces  will  play  out — only  that 
all  comers  will  have  an  equal 
chance.  Fields  is  proposing  fail'  rules 
for  the  race.  It's  time  to  let  it  begin. 

Lewyn  covers  communications 
policy  from  business  week's  Wash- 
ington bureau. 


Saves  you  money: 

AS/400  is  easy  to 
manage.  There's  no 
need  to  tiire  a  large 
tectinical  staff. 


Saves  you  time: 

AS/400  is  easy  to  use. 
Ttiere's  no  need  to  pay 
for  costly  end-user 
training. 


Saves  your  capital: 

Affordably 
finance  AS/400 
ttiraugti  IBM 
Credit  Corp. 


An  unbeatable 
investment: 

For  a  free 
independent 
low-cost  study  call 
1  800  IBM-6676 
(x615). 


SAVINGS 


No  other  business 
computer  in  its  class  gives  you 
lower  cost  ol  ownership. 

(Won't  that  be  a  nice  meeting 
with  Finance.) 


(If  you  re  saving  less,  it  isn  t  AS/400!) 


ind  AS/400  are  regislered  trademarks  of  International  Business  Macliines  Corporation  All  otfier  products 
r  company  names  are  trademarl(s  or  registered  trademarks  ol  ttieir  respective  companies  ©  1995  IBM  Corp 


Science  &  Technology 


BIOTECHNOLOGY 


IS  THIS  FAT  GENE' 
WORTH  ITS  FAT  TAB? 

For  $20  million,  Amgen  banks  on  a  weight-loss  bonanza 


Signing  bonuses  are  usually  re- 
served for  sports  stars  and  high- 
flying chief  executives.  But  the 
words  entered  the  lexicon  of  bio- 
technology on  Feb.  28,  when  Amgen  Inc. 
announced  it  would  pay  a  $20  million 
"signing"  fee  to  Rockefeller  University 
to  obtain  access  to  a  gene  that  appears 
to  be  successful  in  treating  obesity — so 
far,  only  in  mice.  If  the  Thousand  Oaks 
(Calif.)  biotech  powerhouse  hits  certain 
development  milestones  with  this  "ob" 
gene,  Amgen  eventually  could  pay 
Rockefeller  more  than  $100  million. 

As  with  most  signing 
bonuses,  a  fair  question 
is:  Can  such  sums  be 
worth  it?  Certainly  the 
price  seems  high  for  a 
gene  that  has  not  yet 
been  proven  to  be  rele- 
vant to  human  obesity. 
But  Amgen's  purchase 
shows  how  intense  the 
race  is — among  academ- 
ic labs,  "genomic"  start- 
ups, and  big  dragmak- 


ers — to  stake  a  claim  in  genes  that 
cause  disease  or  control  the  body's  re- 
sponse to  it.  Human  Genome  Sciences 
(HGS),  MiUennium,  Myiiad,  Secjuana,  and 
InCyte  Phannaceuticals  ai-e  among  more 
than  a  dozen  stailups  that  insist  control- 
ling disease  genes  .such  as  OB  will  be 
the  new  currency  for  ding  reseaix'h  and 
development  in  the  21st  Centuiy. 

A  number  of  major  dinginakers  seem 
to  agree:  SmithKline  Beecham  PLC,  for 
instance,  has  committed  $125  miUion  to 
HGS  in  Gaithersburg,  Md.,  for  equity 
and  fii'st  dibs  on  promising  genes.  Last 
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OF  MICE-AND  MAYBE  MEN 

Rockefeller  University  scientist 
Jeffrey  Friedman  is  zeroing  in 
on  a  gene  that  appears 
to  make  obese  laboratory 
animals  lose  weight 


March,  Hoffmann- La  Roche  pledged  $7( 
million  to  Millennium  in  Cambridge 
Mass.,  to  work  on  genes  for  diabete; 
and  obesity.  Says  William  A.  Haseltine  ^ 
chaiirnan  and  CEO  of  hgs:  "I'm  please( 
to  see  that  Amgen  recognizes  the  in 
trinsic  value  of  a  human  gene  for  tb  'I' J 
creation  of  impoitant  medical  products 
Haseltine  has  good  reason  to  see  : 
that  way:  His  company  has  a  huge  data 
base  of  genes,  or  dna  sequences,  that  h  "P^ 
would  like  to  get  top  dollai-  for,  too.  Bu 
you  can  also  ai'gue  that  the  battle  for  o: 
says  httle  about  the  intrinsic  value  df[^ 
genes.  Amgen  paid  big  dollars  becaus 
it  could.  And  ultimately,  a  gene  is  wort' 
whatever  a  buyer  will  pay  for  it.  Tha 
value  can  be  influenced  by  negotiating  ''''' 
patent  position,  competition,  strategy 
commitment,  and  many  other  factors 
NO  MINI-MOUSE.  Consider  that,  in  re 
cent  years,  studies  have  attributei 
about  70%  of  obesity  to  genetic  factors  '^^ 
With  more  than  100  million  medicall  ^ ' 
obese  people  worldwide,  it's  no  wonde 
that  chug  companies  are  interested.  Fo 
years.  Rockefeller  scientist  Jeffre 
Friedman  has  been  zeroing  in  on  a  mi 
tant  gene  in  one  strain  of  geneticall 
obese  mice.  Friedman  showed  that  i 
normal  mice,  without  the  mutation,  th  H 
healthy  gene  makes  a  protein  tha  ^iiJ 
seems  to  discourage  overeating.  He  als 
found  what  appears  to  be  an  equivs 
lent  gene  in  people.  If  obese  peopl 
have  this  mutation,  they  might  be  give 
a  genetically  engineered  version  of  th 
protein  as  an  appetite  suppressant. 

In  1993,  Friedman  co-founded  genon  ^■ 
ics  player  Millennium  to  commercializ  W 
some  of  those  findings.  Usually,  r( 
searchers  starting  companies  do  so  wit 
rights  in  hand.  But  a  unique  setup 
Rockefeller  and  the  Howard  Hughe  Icre 
Medical  Institute,  which  pays  Friec 
man's  salary,  required  an  open  biddin 
process.  Rockefeller  knew  Friedman  M 
work  would  be  published  in  Decembe 
1994.  In  November,  the  univei-sity  bega 
calling  and  weighing  intei'est  among 
wide  gi'oup  of  companies. 

A  dozen  dingmakers,  including  An  Ion 
gen.  Eh  Lilly,  and  Bristol-Myere  Squibl 
according  to  source 
close  to  the  negoti.  % 
tions,  were  involved  i 
two  months  of  intens 
bidding.  Senior  comp. 
ny  executives  met  wit 
high-level  universit 
representatives  in  Jani 
aiy  and  Febraaiy,  ma 
saging  proposals.  "Th 
was  an  auction,  an 
many  people  wanted  i 
Competition  drove  tl 
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(rice  up,"  acknowledges  Frank  D.  Col- 
ins,  senior  director  of  neuroscience  at 
imgen.  Notes  a  losing  bidder:  "This 
/as  the  hottest  property  to  come  out  of 
iotech  in  years." 

But  how  hot  is  hot?  On  one  hand, 
enomics  companies  may  claim  that  Am- 
en's  big  check  underscores  the  value  of 
enes.  Not  to  appear  to  be  aced  out, 
iiey  also  note  that  obesity  is  a  "poly- 
enic"  disorder,  meaning  that  a  num- 
er  of  genes  cause  and  exacerbate  the 
Iness.  Like  a  ireeway  with  many  on- 
arnps,  they  all  feed 
18  traffic  problem.  To 
lleviate  it,  you  close 
le  ramps.  But  closing 
ist  one  won't  work. 

In  genomics,  differ- 
at  companies  are 
;aking  out  different 
imps  along  the  same 
)ads.  There's  a  v/hole 
lorus  line  of  chunky 
lb  mice  with  such 
mbarrassing  moni- 
ers  as  Tubby,  Fat, 
id  Puff,  who  are  all 
/erweight  for  differ- 
it  genetic  reasons, 
an  Diego's  Sequana, 
r  example,  is  comb- 
ig  the  genetics  of 
abby,  explains  ceo 
evin  J.  Kinsella.  Hib- 
f  is  a.  big  eater,  but 
;  has  metabolic  prob- 
ms,  too,  which  Se- 
lana  feels  may  make 
s  problem  more  sim- 
I  ir  to  human  obesity 
i  lan  Rockefeller's 
ouse  is.  Adds  Ran- 
il  W.  Scott,  the  head 

research  and  devel- 
)ment   at  InCyte: 
['here  may  be  10  genes  that  cause 
)esity  and  probably  1,000  involved  in 

e  overall  process."  That  Amgen  would 
•mmit  such  dollars  for  rights  to  just 
le  gene  in  that  equation,  Scott  says,  "is 

ind-boggling." 

1  CEY  PRECEDENT.  Of  course,  Amgen 
IS  a  $700  million  cash  hoard,  and  $20 
illion  is  a  drop  in  the  beaker  Collins 
ys  Amgen  was  determined  to  get  OB 
■cause  it's  cranking  up  a  big  effort  in 
lesity  and  already  has  35  people  work- 
g  on  the  project. 

Nobel  Laureate  Walter  Gilbert,  co- 
under  of  genomics  company  Myriad 
lannaceuticals,  is  among  a  few  indus- 
y  types  worried  that  the  auction  prec- 
ent  that  Rockefeller  has  set  could 
111  smaller  biotech  companies.  With 
e  biotech  industry  facing  tight  capital 
ii-kets,  the  OB  deal  may  fuither  swdng 
e  advantage  to  large  players,  "to  the 
triment  of  small  companies"  that  can't 


Amgen's 
Big  Gamble 

Buying  the  rights  to  an  obesity 
gene  from  Rockefeller  Univer- 
sity is  Amgen's  high-stakes  bet 
that  genes  hold  the  key  to 
curing  a  multitude  of  ills 


THE  REWARD 


Rights  to  a  patent  application 
for  a  gene  that  could  create 
diagnostic  tests,  a  gene  therapy, 
and/or  a  blockbuster  drug  to 
treat  obesity 


THE  RISKS 


•  This  gene,  in  fact,  may  not 
affect  human  obesity 

•  The  gene  may  be  just  one  of 
many  that  control  obesity 

•  It  may  increase  the  under- 
standing of  obesity  but  not 
lead  to  a  treatment 

•  Until  a  patent  is  issued,  com- 
petitors can  exploit  knowledge 
of  the  gene  to  develop  their 
own  treatments 


afford  these  bidding  wars,  he  says. 

That's  an  interesting  point,  especially 
given  Friedman's  relationship  to  Millen- 
nium, which  could  not  match  the  amount 
Amgen  bid  for  the  OB  gene.  Millennium 
chief  business  officer  Steven  H.  Holtz- 
man  is  keeping  a  stiff  upper  lip.  "If  you 
miss  out  on  one  technology,  it's  disap- 
pointing, but  OB  is  only  one  of  the  many 
genes  we're  looking  into  [in  obesity],"  he 
says.  He  maintains  that  Friedman  still 
has  an  "exclusive  consulting"  agreement 
with  Millennium  covering  obesity. 

Amgen's  Collins, 
however,  says  that  he 
expects  to  set  up  his 
own  collaboration  with 
Friedman  and  that  he 
has  been  told  by 
Rockefeller  that  noth- 
ing precludes  that. 
Friedman,  who  will 
shai'e  about  $7  milUon 
of  the  up-front  fee 
from  Amgen  with  sev- 
eral colleagues,  was 
out  of  the  country 
when  the  OB  deal  was 
announced  and  de- 
clined to  comment  for 
this  story.  Roche  isn't 
talking  either,  al- 
though the  company 
says  its  agreement 
with  Millennium  is 
intact. 

The  upshot  is,  ac- 
cording to  David  J. 
Luck,  Rockefeller  Uni- 
versity's vice-president 
for  academic  affairs: 
"Amgen  purchased  a 
scientific  concept."  If 
the  protein  this  gene 
makes  becomes  the  ul- 
timate, safe,  easy-to- 
take  appetite  suppressant,  it  could  turn 
out  that  Amgen  has  bought  a  license 
to  print  money.  Or  it  may  not  work  at 
all — a  conclusion  that  could  come  in 
months,  or  not  for  a  half-dozen  years 
and  hundi-eds  of  millions  in  investments. 
But  so  fai",  no  one  has  even  determined 
whether  obese  people  have  any  more 
or  less  of  the  OB  gene  protein  cir'culating 
in  theh-  blood  than  thin  people. 

Intrinsic  value?  Oppenheimer  &  Co. 
biotech  analyst  Matthew  Geller  doesn't 
buy  that,  and  it's  one  reason  he's  not 
bullish  on  genomics.  "This  information  is 
two  levels  of  abstraction  from  having 
dnags  on  the  market,"  he  says.  "I  think 
it's  a  little  bit  of  a  fad."  Stay  tuned  for 
another  exciting  and  confusing  chapter 
of  As  the  Genes  Multiply. 

By  Joan  O'C.  Hamilton  in  San  Fran- 
cisco and  Geoffrey  Smith  in  Boston,  tvith 
Larry  Armstrong  in  Los  Atigeles  and 
John  Carey  in  Washington 
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Developments  to  Watch 


DITED  BY  NEIL  GROSS 


WEEPING 

OLLUTANTS  UNDER 
HE  ALGAE  RUG 

ANT  TO  GET  RID  OF  NASTY 

)llutant  spills  and  water- 
)rne  heavy  metals?  Easy: 
)ss  a  rug  over  them.  Two 
ologists  at  Clark  Atlanta 
Diversity  have  patented  a 
icrobial  carpet  of  blue- 
■een  algae,  dubbed  Microbi- 
Aquatic  Treatment  Sys- 
m,  or  MATS,  which  breaks 
iwn  organic  pollutants  and 
50  binds  heavy  metals  such 
uranium  and  silver. 
To  build  the  m^^ts— which 
n  be  woven  to  any  size,  de- 
drated,  and  stored  for  fu- 
re  use — biologists  Peter 
liilips  and  Judith  Bender 
X  together  algae  called 
anobacteria  and  other  mi- 
3bes  and  laminate  them 
to   a   mesh   of  coconut 
sks.  Developed  with  sup- 
rt  from  the  Defense  and 
I  lergy  Departments,  mats 
j  rformed  well  in  pilot  tests 
the  Tennessee  Valley  Au- 
)rity  in  Alabama  and  the 
leral  Bureau  of  Mines  in 
lorado.  Later  this  month, 
IX     Technologies  Inc., 
aerica's  largest  operator  of 
litary  landfills,  will  begin 
■ting  MATS  in  hopes  of  re- 
ding the  levels  of  ammo- 
,  in  liquids  leached  from  a 
dftU  in  Louisville. 


IN  THE  WORKS:  MAN-MADE  KIDNEYS 


3 
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THE  HUMAN  KIDNEY  EXCELS  AT  FILTERING  TOXINS  FROM 

the  blood  while  reabsorbing  \ital  nutrients  to  maintain 
the  body's  chemical  balance.  Mechanical  dialysis,  which 
lacks  the  reabsorjjtion  mechanism,  is  a  poor  surrogate. 
Even  so,  some  400,000  Americans  with  kidney  problems 
resort  to  dialysis  each  year — at  a  cost  of  about  $12  bilhon. 

Toward  the  end  of  this  decade,  predicts  David 
Humes,  professor  of  internal  medicine  at  the  University 
of  Michigan,  advances  in  so-called  tissue  engineering 
will  lead  to  implantable  artificial  kidneys  that  begin  to 
emulate  the  natural  organ.  Working  with  Nephros  Ther- 
apeutics, a  University  of  Michigan  spin-off  created  to 
commercialize  his  ideas,  Humes  has  designed  a  device 
with  two  different  chambers  to  handle  filtration  and  re- 
absorption.  Each  chamber  is  filled  with  porous,  hollow  fi- 
bers lined  with  cultured  kidney  cells  (illustration)  and 
cells  from  blood  vessels  that  prevent  coagulation.  Insu- 
lated from  the  host  patient's  immune  system  by  plastic 
casing,  the  living  cells  won't  be  subject  to  rejection. 

To  speed  the  inventions  to  patients  who  need  them, 
Nephros  wall  develop  the  two  components  separately. 
The  fii'st  product — a  reabsoi-ption  unit  designed  as  an 
external  aid  to  conventional  dialysis — should  be  ready 
for  human  clinical  trials  in  about  two  years. 


ILTRATINY  CHIPS  FROM  ULTRAVIOLET  LIGHT 


iPTICAL  LITHOGRAPHY — 

sing  light  to  "print"  cir- 
uits  on  computer  chips — is 
charmed  technology.  Re- 
orts  of  its  pending  demise 
op  up  so  often  that  they 
ave  acquired  a  "ciy  wolf 
tatus  in  chip  circles.  The 
ilemma:  As  light  beams 
re  focused  to  print  smaller 
nd  smaller  circuit  Unes, 
ley  begin  to  bump  up 
gainst  physical  limitations. 
*nien  hght-based  printing 
quipment  can  go  no  fur- 
ler,  the  chip  industry  will 


have  to  chuck  decades  of 
accumulated  technology. 

Until  now,  those  hmits 
were  pegged  at  about  0.18 
micron — small  enough  to 
create  1 -gigabit  memory' 
chips  expected  to  come  out 
around  2002,  but  probably 
not  good  enough  for  4- 
gigabit  chips  in  2005. 

However,  the  siHcon  wiz- 
ards may  have  again  ex- 
tended light's  lease  on  hfe. 
In  late  Februaiy,  Sandia 
National  Laboratories  in 
Livermore,  Calif.,  unveiled 


an  experimental  system 
that  uses  so-called  extreme 
ultraviolet  light.  Research- 
ers beheve  it  will  let  them 
print  circuit  lines  a  mere 
0.1  micron  wide.  That's  one- 
thousandth  the  width  of  a 
human  hair  and  one-fitfth 
the  size  of  the  lines  on  to- 
day's best  chips.  Developed 
by  Sandia  and  at&t  Bell 
Laboratories,  the  technique 
could  handle  16-  and  per- 
haps even  64-gigabit  chips. 
The  latter  would  have 
enough  space  to  store  27 
sets  of  the  Encyclopaedia 
Britannica. 


FROM  THE  DESERT, 
NONTOXIC 
LATEX  GLOVES 

THE   USE   OF   CHEAP  LATEX 

surgical  gloves  containing 
large  amounts  of  protein  from 
rabber  plants  has  caused  an 
explosion  of  allergies  among 
nurses,  doctors,  and  other 
gloved  professionals.  Once 
people  become  allergic,  even 
high-quality  gloves  that  are 
nearly  free  of  the  proteins 
can  trigger  a  reaction.  In  ex- 
treme cases,  that  reaction  can 
lead  to  anaphylactic  shock 
and  even  death. 

The  solution  to  the  prob- 
lem may  come  from  a  desert 
shrub  called  guayule,  which 
produces  latex  in  its  bark 


without  allergenic  proteins. 
U.  S.  Agriculture  Dept.  sci- 
entists have  bred  new  sti-ains 
of  guayule,  which  can  be 
ground  up  to  produce  large 
amounts  of  the  material. 
Now,  Katrina  Cornish,  an 
Agi-icultm-e  Dept.  plant  phys- 
iologist in  Albany,  Calif.,  and 
her  colleague,  Deborah  J. 
Siler,  beheve  they  can  genet- 
ically increase  the  amount  of 
an  initiator  enzyme  in  guay- 
ule to  further  boost  latex 
yields.  The  government  is 
looking  for  a  company  to 
plant  the  strains  and  market 
them.  Since  the  guayule 
plant  can  only  be  harvested 
eveiy  four  years,  Cornish  is 
hunting  for  substitutes.  She 
hopes  to  genetically  alter  an- 
nuals such  as  goldenrod  and 
milkweed  so  they,  too,  pro- 
duce latex  in  commercially 
worthwhile  quantities. 
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SECURITIES  FIRMS 


WHERE  DOES  GOLDMAN  SACHS 
GO  FROM  HERE? 


After  trading  losses,  layoffs,  and  reverses  abroad,  it's  ripe  for  a  major  reengineering 
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John  L.  Weinberg,  the  semiretii'ed 
senior  chaiiTnan  of  Goldman,  Sachs 
&  Co.,  had  planned  to  take  a  day 
or  so  off  ai'oimd  Thanksgiving.  But 
he  changed  plans  when  he  learned  the 
turmoil  that  had  engulfed  the  firm  two 
months  eai'lier  with  the  sudden  resigna- 
tion of  his  successor,  Chairman  Stephen 
Friedman,  had  reached  ciisis  proportions. 

In  the  wake  of  huge  trading  losses 
and  the  failure  of  a  costly,  poorly  execut- 
ed ovei-seas  expansion  strategy,  Goldman 
was  filing  employees  by  the  busload,  and 
many  top  partners  were  unexpectedly 
taking  eaiiy  retirement.  The  firm's  vaimt- 
ed  collegial  culture,  nurtured  by  Wein- 
berg and  his  father  Sidney  before  him, 
was  fracturing.  Work  in  some  areas  of 
the  fiiTn's  lower  Manhattan  headquaitei-s 
neaiiy  halted  as  traumatized  employees 
who  had  just  been  dismissed  were  es- 
corted to  the  door,  a  scene  repeated  at 
other  Goldman  offices  in  the  U.  S.,  Hong 
Kong,  London,  and  elsewhere. 

A  heavyset,  gi-andfatherly  figui'e  who 
could  pass  for  an  old-fashioned  New  York 
cabdriver,  Weinberg  was  the  embodiment 
of  the  old,  family-oriented  Goldman  cul- 
ture. He  felt  furious  and  heartsick,  say 
several  cmrent  and  fonnei-  employees: 
furious  at  what  he  felt  was  Friedman's 
unconscionable  betrayal,  and  heartsick 
that  by  aggi-essively  pursuing  trading 
for  its  own  account,  the  quintessential 
white-shoe  Wall  Street  fiiTn  had  strayed 
from  its  original  mission  of  putting  client 
interests  before  its  own.  That  shift  of 
emphasis  was  behind  many  of  the  finn's 
troubles.  "John  was  so  mad  he  couldn't 
see  straight,"  says  a  fonner  colleague 
who,  like  most  current  and  foiTner  Gold- 
man partners  interviewed  for  this  story, 
declined  to  be  quoted  on  the  record. 
SHARED  WOES.  So  Weinberg,  who  re- 
fused to  comment,  drove  from  his  home 
in  Greenwich,  Conn.,  to  85  Broad  St., 
where  he  walked  the  halls  in  an  attempt 
to  calm  people  down  and  to  remind  them 
that  Goldman's  focus  should  be  mainly 
on  its  cHents.  By  all  accounts,  Weinberg's 
appearance  had  a  palliative  effect.  But 
it  has  not  cured  what  ails  Goldman. 


To  a  large  extent,  Goldman's  woes  ai'e 
shared  by  nearly  every  other  Wall  Street 
fiiTO.  Like  the  others,  Goldman  got  clob- 
bered in  1994  by  the  shaip  increase  in 
interest  rates,  which  devastated  bond 
portfohos.  Overseas,  Goldman  suffered 
huge  losses  in  Japanese  warrants  and 
currency  trades.  Soui"ces  at  the  fimi  say 
earnings  at  Wall  Street's  last  remaining 
major  private  partnership  plunged  to 
$508  million  fi-om  the  staggeiing  $2.3  bil- 
lion earned  the  year-  before. 

Jon  S.  Corzine,  48,  the  affable,  mild- 
mannered  former  fixed-income  chief  who 


was  appointed  chairman  upon  Friedma 
retirement  in  mid-September,  blanr 
much  of  the  financial  revei-ses  on  "a  cl 
sical  cyclical  downtiuTi."  He  and  oth( 
point  out  that  many  parts  of  its  bi; 
ness  ai'e  quite  healthy.  It  enjoyed  a  gc 
yeai-  in  mergere  and  acquisitions  and 
uity  undenvriting,  including  initial  put 
offerings,  maintaining  its  No.  1  glol 
rankings  in  those  businesses.  Among 
credits  was  a  $3  billion  equity  und 
writing  for  TeleDanmark,  the  lai'gest 
temational  equity  offering  in  histoiy. 
Yet  when  pressefl,  Coi-zine  admits  tl 
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lany  of  its  i  ecent  setbacks  indicate  much 
reader  mai.agerial  problems.  He  says 
verything  n'lating  to  how  Goldman  is 
lanaged — frcm  compensation,  planning, 
roprietary  trading,  costs,  and  risk  man- 
jement,  to  the  partnership  stmcture  it- 
ilf — is  on  the  table.  Controls  are  an  es- 
scially  big  concern.  "Institutionalizing 
le  managing  of  costs  and  gi'owth  is  go- 
g  to  be  a  permanent  mind-set  at  Gold- 
an  Sachs,"  he  says.  As  many  observers 
•e  it,  Corzine,  who  seems  to  enjoy  wide- 
)read  support  from  partners,  plans  noth- 
g  less  than  a  wholesale  reengineering  of 
.e  firm. 

What  makes  his  admissions  especially 
riMng  is  that  for  years  (joldman  had 
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strategic  planning,  and 
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lic; expand  such  promis- 
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;ive  costs 
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orientation 
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partners 

Persuade  key  partners  to 
remain  in  the  firm;  expand 
size  of  partnership 

1970.  Goldman  was  ordered  to  reimbui-se 
investors.  And  in  early  1987,  the  firm 
was  devastated  when  partner  Robert 
Freeman  was  charged  and  later  pleaded 
guilty  to  trading  on  insider  information. 

Its  current  woes,  though,  seem  more 
systemic  and  pervasive:  the  overly  ag- 
gressive foreign  expansion  binge,  a  bloat- 
ed cost  structure,  excessive  reliance  on 
risky  proprietary  trading,  and  serious 
internal  rifts,  the  latter  exemplified  by 
Weinberg's  criticisms  of  the  firm's  direc- 
tion. Says  one  Goldman  officer:  "Last 
year,  we  could  walk  on  water.  Now,  we 
have  to  swim  in  it  like  everyone  else." 

Especially  serious  has  been  the  defec- 
tion of  key  employees  and  a  shrinking  in 
the  depth  of  Goldman's  man- 
agement. One  of  the  firm's 
biggest  losses  is  Mark  0. 
Winkelman,  regarded  as  one 
of  Wall  Street's  preeminent 
fixed-income  traders.  And 
some  former  partners  fear 
that  the  departure  last  fall  of 
Howard  A.  Silverstein,  re- 
gai'ded  as  perhaps  the  pre- 
mier investment  banker  for 
the  insurance  and  financial 
services  industi-y,  vdll  have 
severe  repercussions.  In  re- 
cent yeai-s,  Silverstein  is  said 
to  have  generated  more  than 
$100  million  in  earnings  a 
yeai'  for  the  firm.  Chai-les  A. 
Davis,  who  cultivated  hun- 
ch'eds  of  coi-porate  clients  as 
head  of  investment  banking 
services,  may  also  be  tough 
to  replace. 

The  spate  of  retirements 
could  potentially  drain  hun- 
dreds of  miUions  of  dollars 
from  the  capital  account. 
While  Goldman  insists  it  has 
more  than  enough  capital, 
others  say  that  the  problem 
may  be  less  the  amount  of 
capital  than  the  gi'owing  un- 
certainty about  the  amount 
of  capital  it  will  have  on 
hand  in  the  future  to  sup- 
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in  regarded  as  the  best-managed  firm 
Wall  Street — smarter,  tougher,  and 
ler  than  anyone  else.  Its  family-like 
;ure  of  teamwork  made  it  one  of  the 
3t  harmonious  and  agreeable  places 
mrk,  as  well  as  the  most  profitable, 
the  Street. 

.-ike  other  firms,  Goldman  had  suf- 
id  from  occasional  snafus.  In  the  ear- 
.970s,  the  fiiTTi  was  the  target  of  nu- 
•ous  lawsuits  charging  that  it  withheld 
erial  infoiTTiation  from  commercial  pa- 
investors  on  the  financial  condition  of 
m  Central  Corp.,  which  failed  in  June, 


Many  of  Goldman's  current 
problems  can  be  traced  to  the 
firm's  increased  emphasis  on  proprietary 
trading  and  piincipal  investments,  which, 
beginning  in  the  1980s,  produced  shai-p 
debates  within  the  firm.  The  issue  came 
to  a  head  under  John  C.  Whitehead,  the 
patrician  co-chairman  who  prefeired  a 
client  focus.  He  prevailed  over  Stephen 
Friedman  and  Robert  E.  Rubin,  now 
Treasury  Secretary,  when  the  two  co- 
headed  Goldman's  fixed-income  activities. 

When  John  Weinberg,  who  succeeded 
Whitehead  and  shar-ed  his  views,  retired 
in  1990,  Rubin  and  Friedman  became  co- 
chairmen  and  moved  the  firm  strongly 


toward  proprietary  trading.  "They  had 
a  different  vision,"  laments  one  fonner  of- 
ficer "They  took  Goldman  away  from 
client  relationships  as  the  quintessential 
agency  firm  and  moved  it  in  the  direction 
of  being  a  global  superpower,  playing  in 
the  high-sbikes,  high-reward  proprietary 
trading  game." 

Shortly  thereafter,  at  the  urging  of 
Friedman  and  Rubin,  Goldman  set  up 
the  Water  Street  Fund  to  invest  its  own 
capital  in  distressed  securities.  But  in 
gaining  a  control  position  in  senior  debt, 
it  forced  restructurings  that  wiped  out 
equity  and  subordinated  debtholders, 
many  of  which  were  Goldman  clients. 
Weinberg  was  deeply  offended  by  the 
fund,  sources  say.  It  was  a  case,  says  a 
former  officer,  of  "Goldman  wins,  client 
loses."  In  1991,  the  fund  was  disbanded, 
and  the  partners  who  managed  it  quit 
the  fiiTn  to  go  out  on  then*  own. 
SCHIZOPHRENIC.  More  recently,  Goldman 
got  into  a  jam  with  some  of  its  clients  be- 
cause its  Whitehall  Street  Real  Estate  LP 
fund,  which  invests  in  distressed  real  es- 
tate, pushed  CadiUac  Faii-view,  a  big  Ca- 
nadian real  estate  developer,  into  Cana- 
dian bankiniptcy  court.  "That  didn't  sit 
well  with  several  parties  who  ai-e  Cadillac 
Fairview  investors  and  Goldman  cHents. 
They  felt  the  firm  was  merely  trying  to 
scoop  up  bargain  assets.  Goldman  sourc- 
es say  things  have  been  patched  up.  Says 
one  fonner  partner  "There  was  always  a 
schizophi'enia  between  trading  and  [serv- 
ing] clients." 

Despite  these  problems,  Friedman,  57, 
defends  propiietaiy  ti-ading.  "I've  always 
believed  in  the  principal  investments 
business,"  adding  that  "it  has  been  an 
excellent  business,  with  an  acceptable 
[risk]  profile."  And  he  points  out  that 
Gustave  Levy,  the  chaiiTnan  who  died  in 
1976,  was  himself  an  aggi-essive  trader 

Emphasis  on  proprietary  trading  and 
investment  was  in  part  behind  Gold- 
man's massive  overseas  expansion  in 
the  early  '90s.  Lai-gely  because  of  the 
overseas  thrust,  Goldman's  expenses 
surged  40%  from  yearend  '92  to  '94. 
Like  many  Wall  Street  firms,  Goldman 
was  anxious  to  exploit  opportunities  in 
Latin  America  and  Asia.  It  had  regret- 
ted moving  too  slowly  into  some  busi- 
nesses, such  as  mortgage-backed  secui*- 
ities,  and  into  Eui-ope  so  late,  according 
to  Friedman.  "Our  conservatism  meter 
v/as  too  slow  for  too  many  yeai's."  Adds 
partner  Jaime  E.  Yordan,  who  was  in 
charge  of  Goldman's  Latin  American 
business:  "We  thought  there  were  major 
things  happening  in  a  lot  of  different 
places  around  the  world,  and  that  if  we 
missed  them,  the  opportunity  cost  to 
the  franchise  would  be  substantial." 

Goldman  pushed  ahead  with  a  huge 
staff  increase,  hiring  hundreds  of  bankers 
from  other  firms.  By  1994,  for  instance. 
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Goldman  had  biiilt  up  a  Hong  Kong  staif 
of  nearly  500.  To  many  observers,  it 
seemed  Goldman  was  "flying  by  the  seat 
of  its  pants,"  as  one  fonner  partner  puts 
it.  Friedman  was  so  optimistic  about  the 
j)rospects  for  Asia  that  he  told  the  staff 
there  on  a  1993  visit  that  he  regarded 
Hong  Kong  as  his  "legacy,"  according  to 
a  former  staffei'.  Friedman  denies  this. 
SKINNY  FEES.  Golcbnan  has  been  especial- 
ly active  in  Cliina,  even  taking  the  high- 
ly unusual  step  of  investing  $100  miUion 
of  its  own  money  in  power  plants  and 
real  estate  projects.  Yet  the  firm  ovei-- 
played  its  hand,  says  a  fonner  employee. 
The  partners  in  New  York,  he  claims, 
"got  gTeedy.  They  asked  for  too  much 
for  the  investors,  and  the  Chinese  de- 
cided [the  deals  weren't]  in  their  inter- 
est," and  backed  out  of  them. 

In  one  instance,  he  says,  Goldman's 
Asian  bankers  had  negotiated  another 
$100  millif)n  deal,  this  time  with  provin- 
cial authorities  to  privatize  a  Shandong 
power  plant.  But  that  fell  thi-ough  in  eai  - 
ly  1994  because  Ojldman  was  demanding 
sovereign  loan  gnai-antees  on  top  of  an  al- 
ready agTeed-upon  20%  return — some- 
thing China's  State  Council  decided  was 
too  piicey. 

Another  problem  Goldman  didn't  bank 
on  wei'e  the  skinny  commissions  in  the 
highly  competitive  Asian  market.  One 
fonner  Hong  Kong  staffer  says  Goldman 
took  on  deals  to  make  a  name  for  itself. 


such  as  the  privatization  of  .Singapore 
Telecom,  in  which  Goldman's  profits  fell 
fai"  below  expectations.  Friedman  admits 
Goldman  may  have  eired  by  embracing 
what  he  called  the  "seamless  web"  ai'gu- 
ment — that  in  order  to  get  into  ceitain 
profitable  businesses,  a  new  entrant  has 
to  engage  in  certain  unprofitable  busi- 
nesses. More  recently,  Goldman  let  go 
or  sent  home  perhaps  as  many  as  100 
])eople.  Refening  to  China,  Coi-zine  says: 
"We  have  had  many  things  that  worked, 
and  we  have  had  many  fiaistrations,  but 
we  are  positive  on  China." 

Goldman  did  no  bet- 
ter in  Russia.  In  early 
1992,  the  Russian  gov- 
ernment appointed  Gold- 
man its  adviser  on  for- 
eign investment,  giving 
the  fiiTO  good  reason  to 
believe  that  it  would 
have  the  inside  track  on 
privatizations.  But  it 
soon  got  caught  in  the 
middle  of  a  government 
debate  on  the  role  for- 
eign companies  could 
play  in  tliis  process,  sources  say. 

Goldman  had  been  selected  to  work 
with  Leonid  Grigoriev,  head  of  the  Com- 
mittee on  Foreign  Investment,  who,  like 
Goldman,  favored  deals  with  special  ac- 
cess foi-  foreign  investors.  Another  fac- 
tion, led  by  Anatoly  B.  Chubais,  insisted 


FALLING  BACK 


■90  '91  '92 
▲  BILLIONS  OF  DOLLARS 
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PROPRIETARY  INVESTINCj 

i^I've  always  believed| 
in  the  principal  in-  j 
vestments  business9f| 

—  STEPHEN  FRIEDMAN 
Retired  chairman 


on  procedures  that  didn't  provide  spi 
cial  access.  He  and  othei-s  had  misgiving 
about  Goldman  receiving  fees  from  foij 
eign  companies  while  advising  the  Ru; 
sian  government.  By  the  fall  of  199;! 
Goldman's  fate  was  sealed  when  Gri; 
oriev's  committee  was  disbanded.  Sa^^j 
Andei-s  Aslund,  a  Swedish  economist  an| 
adviser  to  the  Russian  government  i| 
1992  and  1993:  "Goldman  Sachs  reall 
thought  they  could  i-un  policy,  and  yo 
can't  do  it  like  that  in  Russia,  so  the] 
were  punished."  Last  December,  Gok 
man  more  or  less  gave  up  and  move 
its  Russian  business  to  Frankfuit. 
PESO  PUMMELED.  Goldman  now  hi 
some  egg  on  its  face  in  Mexico  as  we' 
though  not  to  the  extent  it  does  in  Ch 
na  and  Russia.  For  one  thing,  in  tl 
wake  of  the  Dec.  20  peso  devaluatio 
deals  it  touted  have  plummeted  in  valu 
Like  many  other  films,  Goldman  admi 
to  having  been  caught  unawai*es.  Friei 
man,   for  one,  acknowledges  beirl 
shocked  by  the  size  of  the  devaluatio 
But  he  says  that  by  that  time  Goldmj 
was  positioned  "cautiously"  in  peso-i'ela 
ed  holdings.  Says  Corzine:  "We're  n 
going  to  walk  away  from  Mexico.  Bi 
we  have  to  think  differently  about  ho 
to  manage  ciu'rency  risk  today  than  v 
might  have  anticipat' 
16  months  ago." 

Not  all  of  Goldmai 
problems  have  been 
emerging  markets, 
late  1989,  the  finn  set 
a  new  entity  in  Lond' 
called  Goldman  Sac 
Asset  Management  ai 
plimged  into  fLxed-incoi 
and  currency  manag 
ment.  But  by  the  end 
1^)93,  the  fund  had  i-ais 
just  $3  billion,  a  drop 
the  bucket  compared  with  what  oth 
brokerage  fiim  asset-management  opei 
tions  manage. 

But  that  wasn't  the  only  proble 
Pressui'ed  by  proprietaiy  tradei-s  in  Lc 
don,  the  fund,  which  was  designed  as 
low-risk  bond  fund,  began  taking  mc 
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cuiTency  risk  than  the  fund  managers 
were  comfortable  with,  say  several  for- 
mer Goldman  employees.  When  the  Fed 
raised  U.  S.  rates  in  Febiuaiy,  1994,  and 
the  European  bond  market  tanked,  the 
fund  suffered  unusually  big  losses.  Many 
investoi*s  withdi'ew  theii-  money  and  ftmd 
assets  fell  by  half,  say  the  former  em- 
ployees. Goldman  says  the  returns  last 
year  were  positive. 

That  wasn't  the  only  black  eye  Gold- 
man got  in  Britain.  In  the  wake  of  the 
1991  death  of  Robert  Maxwell  and  the 
collapse  of  his  media  empire,  GuMman 


tm-e  that  has  most  destabilized  Goldman. 
For  aU  the  year's  he  spent  at  the  fiiTn,  he 
apparently  had  not  thought  much  about 
succession.  He  had  i)romised  his  wife  he 
would  retu-e  in  mid- 1993.  But  when  Ru- 
bin left  to  become  Bill  Clinton's  econom- 
ic adviser;  Friedman  decided  to  stay  on 
and  his  pace  became  even  more  graeling. 
He  did  not  delegate  some  of  those  duties 
to  a  new  co-chairTnan  because  he  couldn't 
decide  on  one.  At  least  one  fonner  part- 
ner- attributed  this  to  Friedman's  alleged 
inability  to  share  power.  "Hogwash," 
Friedman  ivtoils. 


mits,  although  he  insists  that  Friec 
man's  resignation  tr-iggered  those  of  r 
more  than  "a  handful  of  other  par 
ners"  close  to  Fr*iedman.  Yet  he  admil 
that  the  move  has  created  a  "multipl 
ripple  effect"  thr-oughout  the  firm.  "Ar 
time  ther-e's  a  transition,  the  huma 
connections  get  shaken.  It  takes  tin 
for  the  depth  of  connections  to  l 
r-eestablished,  and  we  are  well  on  tl 
way  to  doing  that." 

The  depaitui'e  of  partners  may  als 
have  been  accelerated  by  a  meeting  f( 
new  partner-s  at  a  Westchester  (N."5( 


HIGH 
CALIBER 


Since  its 
founding, 
Goldman 
boasted  the 
Street's  best 
management 
and  highest 
morale.  But 
now,  there's 
a  devastating 
exodus  of 
partners  and 
top  managers 


SIDNEY  J.  WEINBERG 

Chairman^  1930  to  1969 


ROBERT  E.  RUBIN 

Co-chairman.  1990  to  1992 


JOHN  L.  WEINBERG 

Chairman,  198J^  to  1990 


GUSTAVE  L.  LEVY 

Chairman,  1969  to  1976 


JOHN  C.  WHITEHEAD 

Co-chairman,  1976  to  198J, 


had  to  pony  up  $120  million,  accor'ding  to 
press  r"eports,  to  satisfy  claims  by  the 
Maxwell  pension  funds,  who  claimed 
shares  bought  by  Goldman  in  Maxwell 
companies  r  eally  belonged  to  them.  In 
1993,  Goldrnan  was  fined  $256,000  by  the 
Securities  &  Futui-es  Authority,  the  lar-g- 
est  fine  ever-  levied  by  the  SFA,  for 
breaching  its  capital  r-equir-ements  in  the 
Maxwell  tr-ansactions. 

Despite  these  over-seas  misadventur-es. 
Corvine  remains  committed  to  the  global 
str-ategy,  albeit  in  slimmed-down  for-m. 
He  adds  that  "we  pr-obably  could  have 
been  vdser  in  our  pacing." 

While  the  missteps  wer-e  embarrass- 
ments, it  was  Friedman's  abr-upt  depar-- 


The  timing  of  Friedman's  r-etir-ement 
announcement  to  his  colleagues  in  early 
September  couldn't  have  been  worse. 
That  same  day,  Goldman  had  to  weather 
another-  huge  trading  liit.  With  1994  al- 
r-eady  shaping  up  as  tenible,  many  part- 
ner-s reg-ar-ded  their-  coDeag-ue  as  a  captain 
who  abandoned  sliip.  Some  sources  say 
Fr-iedman's  i-esignation  nudged  many 
partner-s  who  had  been  considering  r-e- 
tir-ement to  leave.  The  r-esult  was  an  ex- 
odus that  had  not  been  seen  in  year-s. 
In  all,  35  gener-al  partner-s  "went  litrrited" 
in  1994.  Says  one  former  partner:  "He 
[Fr-iedman]  set  an  example  for  others. 
It  was  a  signal  event." 

"I  was  pr-etty  surprised,"  Corzine  ad- 


confer-ence  center'.  These  meetings  ai 
perhaps  the  most  pr-estigious  initiati 
rite  on  Wall  Street.  After  years  of  toili 
16-hour  days,  they  had  caught  the  bra 
ring,  and  now  could  look  for-war-d  to  ac(j 
mulating  at  least  $5  million  a  year-  eal 
for  the  rest  of  their  careers. 

But,  accor-ding  to  one  forrner  offic 
when  a  slide-show  presentation  disclos 
to  them  details  of  Goldman's  financ 
condition  known  only  to  partner-s,  ma 
of  the  inductees  were  incr'edulous  a 
demanded  a  detailed  explanation.  Th 
discovered  that  the  fii-m's  capital  w 
eroding  and  that  its  leverage  was  1 
greater-  than  they  had  imagined.  A 
they  r-ealized  that  in  addition  to  the  Cn 
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sus-like  rewards  of  being  a  Goldman 
partner,  there  were  significant  liabilities 
as  well.  Goldman's  deteriorating  finances 
prompted  a  cbaconian  cost-cutting  pro- 
gram aimed  at  reducing  staff  15%  to 
about  8,200  by  Groundhog  Day.  Nothing 
was  spared.  According  to  one  former 
staffer,  Goldman  eliminated  everything 
from  fii'st-class  travel  and  to  leased 
plants.  Even  small  plants  were  discarded 
to  save  the  expense  of  paying  an  out- 
side watering  service. 

Yet  this  has  been  just  a  prelude  to  a 
sweeping  rethinking  of  the  firm's  manage- 
ment stinctui-e  and  methods.  Says  Cor- 
zine,  refening  to  all  Wall  Street  fiimis,  in- 
cluding Goldman:  "We  all  could  do  a 
better  job . . .  managing  through  peaks 
and  valleys."  In  something  of  a  reversal 
of  roles,  he  says  the  fimn  was  getting 
advice  fi'om  corporate  clients  on  how  to 
manage  corporate  "downsizings."  He 
hopes  to  beef  up  global  asset  manage- 
ment, despite  the  London  troubles,  and 
move  into  loan  syndication. 
"SKEWED."  For  all  its  trading  setbacks, 
Coi-zine  insists  Goldman  will  always  seek 
to  remain  a  trading  powerhouse.  "I'm  a 
trafler.  I  believe  in  ti-ading.  I  believe  that 
Goldman  Sachs  will  be  one  of  the  gi-eat 
trading  finns."  Yet  he  concedes  concern 
about  the  expansion  of  proprietaiy  trad- 
ing: "We  may  have  gotten  the  balance 
skewed.  Ti'ading  should  not  be  so  domi- 
nant that  it  ovei-whelms  other  aspects 
of  the  fii'm's  earning  capacity.  We  did 
have  more  concentrated  positions,  in  ret- 
rospect, than  we  would  Like  to  have  had." 

Coi-zine  denies  that  the  firm's  leverage 
is  excessive  and  insists  that  its  $4.8  bil- 
lion in  capital  is  now  more  than  ade- 
quate. One  reason  is  a  $250  million  capi- 
tal injection  in  late  1994  fi-om  Hawaii's 
family-owned  Bishop  Estate.  "For  the 
moment,  we  ai'e  not  employing  all  the 
capital  we  have,"  he  says.  Still,  many 
former  paitners  and  officers  have  specu- 
lated that  it  is  inevitable  that  Goldman 
wall  have  to  go  public  to  raise  perma- 
nent capital.  But  Corzine  says  the  "like- 
lihood of  us  going  public  any  time  soon  is 
pretty  low.  I  don't  think  the  partners 
want  Goldman  Sachs  to  be  a  public  com- 
pany. The  partnei-sWp  sti-ucture  is  an  ex- 
traordinarily motivational  force." 

More  broadly,  Coi-zine  says  that  one  of 
his  missions  will  be  to  "convey  some 
emotional  electricity  about  how  I  feel 
about  the  firm,  its  people,  and  its  fu- 
ture." For  a  lesson  in  generating  emotion- 
al electricity,  it  certainly  wouldn't  hiut  to 
walk  the  halls  with  .John  Weinberg. 

By  Phillip  L.  Zweig  in  New  York, 
with  Rose  Brady,  David  Lindorff  in 
Hong  Kong,  and  Paula  Dtvyer  in 
London 


ARBITRATION 


ABUSIVE  BROKERS 
BEWARE 

It  just  became  easier  for  investors  to  win  punitive  damages 


Chalk  one  up  for  the  Little  guy.  With 
Clai'ence  Thomas  the  only  dissenter, 
on  Mai'.  6,  the  U.  S.  Supreme  Court 
ruled  8-1  that  brokerage  fii'ms  cannot 
deny  investors  punitive  damages  in  se- 
curities arbitration  cases.  "This  is  a 
landmark  decision  that's  a  real  victoiy 
for  investors,"  says  David  E.  Bobbins, 
a  New  York  arbitration 
attorney. 

Until  now,  the  secur- 
ities industiy  had  found 
a  roundabout  way  to 
impede  arbitrators 
from  awarding  inves- 
tors punitive  damages. 


PUNITIVE  AWARDS  AT 
MAJOR  RETAIL  FIRMS 


MAY  1989-DEC.  1993* 

NUMBER 

$  MILLIONS 

PRUDENTIAL  SECURmES 

22 

$5.7 

SHEARSON  LEHMAN 

27 

3.2 

PAINEWEBBER 

9 

2.6 

MERRILL  LYNCH 

6 

2.1 

DEAN  WIHER  REYNOLDS 

14 

2.1 

BEAR  STEARNS 

4 

1.2 

RAYMOND  JAMES 

5 

.4 

KIDDER  PEABOOY 

4 

.3 

*  Latest  available  data 

DATA:  SECURITIES  ARBITRATION  COMMENTATOR 

How?  Through  the  agreement  that  the 
customer  signs  when  an  account  is 
opened.  Most  agreements  stipulate  that 
in  arbitration,  the  laws  of  New  York 
State  will  prevail.  Unbeknownst  to  most 
investors,  in  New  York,  the  headquar- 
ters of  the  secmities  industi-y,  state  law 
prohibits  arbitrators  fi"om  awai'ding  pu- 
nitive damages.  Now,  the  Supreme 
Couit  has  inled  that  because  the  cus- 
tomer agi'eements  didn't  clearly  state 
that  investors  are  giving  up  the  right  to 
punitive  damages,  they  cannot  be  pre- 
vented from  collecting  such  awards.  • 
The  Supreme  Court  ruled  for  Antonio 
Mastrobuono,  a  Chicago  college  profes- 
sor, and  his  wife.  They  sued  a  broker 


with  New  York-based  Shearson  Le] 
man  Hutton,  now  Smith  Barney  In( 
for  making  unauthorized  trades.  Tw 
federal  coiuts  overturned  an  arbitratic 
panel  ruling  that  awarded  the  coup^ 
$400,000  in  punitive  damages.  On  a 
peal,  the  Supreme  Court  reversed  t\ 
lower  courts  since  Shearson  hadn't  mac 
it  clear  that  the  Mastrobuonos  we: 
waiving  their  rights  to  puniti^ 
damages. 

Investors  can't  expect  to  st; 
wallowing  in  fat  awards  an 
time  soon,  though.  Investo 
currently  vrin  punitive  damag( 
in  some  2%  of  securities-arl 
tration  cases  in  jiuisdictions  othi 
than  New  York  State.  Cases  th. 
warrant  punitive  damages  are  s 
i-ai'e  because  they  must  be  egregioi 
"I  wouldn't  expect  to  see  too  mu' 
of  an  increase  in  punitive  damagej 
just  because  of  the  Supreme  Coul 
ruling,  says  Richard  Ryder,  edit 
and  publisher  of  Securities  Arbit 
tion  Commentator. 
OBLIQUE  OUT.  In  response  to  the 
preme  Com!  railing,  brokerage  fin| 
could  revise  the  agi'eements  to  ma 
it  clear  that  arbitration  awards  w| 
be  Limited  to  compensatory,  not  p 
five,  damages.  But  that  would 
difficult,  since  the  New  York  Sto| 
Exchange  and  the  National  Assoc 
tion  of  Securities  Dealers  have  rul 
that  say  brokerage  fii-ms  can't  spec 
ically  limit  relief  in  contracts,  sa 
Ryder,  even  though  they  have  manag 
to  do  so  up  until  now  with  the  obliq 
agreements.  "It's  not  as  simple  as  i 
writing  agi'eements,"  says  Theodore  I 
vine,  PaineWebber's  general  counsel 
The  industiy  may  get  some  help  frc 
the  Republican  Congi-ess.  Proposed 
gal-reform  legislation  limits  puniti 
damages  in  the  courts  to  $250,000 
three  times  compensatory  damagi 
"The  refoiTn  bills  will  effect  the  st{ 
dards  applied  in  future  cases  of  tl 
type"  in  arbitrations  as  well,  says  Alfi 
W.  Cortese  Jr.,  a  partner  at  Pepp 
Hamilton  &  Scheetz.  In  the  meantir 
score  one  for  investors. 

By  Leah  Natfmns  Spiro  in  New  Yc 
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Wilh  EMC  Data  Storage, 

Our  Customers 
ServeTheir  Customers 
98%  FasterThanYou 
Serve  Your  Customers. 

In  FactjThey're 
Probably  ServingYour 
Customers  Right  Now. 


As  yuu  read  this,  your  toughest  ri\  als  may  he 
using  EMC  data  storage  to  turn  their  infomiation 
into  a  competitive  weapon. They  may  he  putting 
information  into  their  customers"  and  employees' 
hands  faster  than  you  can,  while  protecting  that 
information  hetter.  They  may  be  the  same 
companies  that  are  serving  customers  98'/o  faster 


than  before  as  a  result  of  our  storage  systems.  To 
give  tiieir  customers  anotiier  reason  to  buy  their 
products.  And  your  company  another  reason  to 
buy  EMC  data  storage. 

To  learn  more,  call  1-800-424-EMC2  ext.  151. 
We'll  show  you  how  truly  great  data  storage  does 
ill  ire  titan  collect  data.  !t  collects  revenues. 


CUSTOMER  SERVICE  IS  IMPROVED  BY  A  FACTOR  OF  EMC 


THE  STORAGE  ARCHITECTS 


EMC.  the  BMC  logo  mJ  THE  STCJUiGE  ARCHITECTS  arc  trademarh  of  EMC  Corporanon.  7  995  EMC  Corpomiion.  All  r/e///s  reserved.  Ouiside  llie  US.  eall  i>08i  4 iS-lOOO  ext.  8193. 


Inside  Wall  Street 


BY  JEFFREY  M.  LAPERMAN 

THIS  HMO  SHOULD 
GET  WELL  SOON 

The  market  can  be  merciless  on  hot 
growth  stocks  when  earnings  start 
to  slow.  Just  look  at  Mid  Atlantic  Med- 
ical Services  (mme),  the  largest  opera- 
tor of  health-maintenance  organizations 
(hmos)  in  the  District  of  Columbia- 
Maryland- Virginia  region.  The  shares, 
which  reached  a  high  of  30  in  October, 
dropped  to  24  in  Febraary,  when  the 
company  reported  results  for  the 
fourth  quarter  and  for  all  of  1994.  Even 

A  BIG  FISH,  BUT  A  SMALL  POND 


EMNIIKS 
PER  SHARE 

1996  Est, 

«1.80 

1995  Est, 

«1.45 

1994 

*1.15 

1993 

56* 

1992 

31* 

▲  DOLLARS 

DATA,  BLOOMBERG  FINANCIAL  MARKHS;  ZACKS  INVESTMENT  RESEARCH: 
VOLPE,  WELTY  &  CO, 

though  the  Street's  earnings  expecta- 
tions of  $1.15  per  share  were  met,  the 
stock  has  fallen  to  20.  At  this  price, 
many  pros  think  this  Big  Board  stock 
is  dirt  cheap. 

Mid  Atlantic's  fans  acknowledge 
that,  unlike  1994,  this  year  won't  see 
earnings  double  or  even  come  close. 
Cost-containment  and  fierce  competi- 
tion are  bearing  down  on  hmos,  and  no 
one's  counting  on  premium  hikes.  StiU, 
analysts  expect  earnings  of  $1.45  a 
share  in  1995 — a  26%  gain.  If  they're 
right,  the  stock  is  seUing  at  only  14 
times  earnings  and  at  a  20%  discount 
to  the  HMO  industry.  "It's  the  most  un- 
dervalued company  I  follow,"  says  an- 
alyst Mai'got  Durow  of  Punk,  Ziegel  & 
Knoell. 

Institutional  investors  give  Mid  At- 
lantic management  high  marks  for  de- 
liveiing  good  service  while  keeping  an 
eye  on  profits  and  adding  new  mem- 
bers. In  January  alone,  membership 
grew  10%,  and  Diu-ow  thinks  the  in- 
crease vnll  be  25%  for  the  fii'st  quarter. 
What's  more,  90%  of  the  doctors  in  its 
network  are  board  certified,  well  above 
the  national  average,  which  is  a  strong 
selling  point. 


Then  why  is  the  Street  down  on 
this  HMO?  Perhaps  because,  unlike  the 
big  outfits  such  as  United  HealthCare 
and  U.  S.  Healthcare,  Mid  Atlantic  is  a 
regional  company.  But  there's  plenty 
of  room  for  expansion  in  Virginia  and 
the  Carolinas,  where  hmo  penetration 
is  light. 

John  Ballen,  who  manages  the  mfs 
Emerging  Growth  Fund,  says  that  Mid 
Atlantic's  regional  dominance  will  help 
it  win  a  good  chunk  of  the  growing 
Medicaid  and  Medicare  business.  To 
rein  in  costs,  says  Ballen,  "states  will 
have  to  push  Medicaid  recipients  into 
HMOS,  and  the  Feds  will  incentivize 
Medicare  patients  to  enroll."  mfs  is 
Mid  Atlantic's  largest  shareholder,  with 
an  8.3%  stake. 

Edward  Keaney  of  Volpe  Welty  be- 
lieves the  stock  will  reach  35  by 
yearend.  If  investors  don't  recognize 
the  stock's  value,  some  think  another 
HMO  operator  will.  The  company  could 
fetch  35  to  40  a  share  in  a  buyout. 

A  CHEAP  WAY  ONTO 
THE  GOLF  COURSE 

Yell  "fore"  on  Wall  Street,  and  the 
golf-club  makers  Callaway  Golf  and 
Cobra  Golf  come  to  mind.  These  stocks 
are  dovm  15%  to  20%  from  their  highs, 
as  competition  rises  and  earnings 
growth  slows.  Michael  Haines,  who 
runs  Founders  Discovery  Fund,  sus- 
pects that's  why  the  shares  in  Golf  En- 
terprises (glfe)  are  down.  The  over- 
the-counter  stock  went  public  at  13!^  in 
July  and  ran  up  to  15.  It  now  sells  at 
just  9'A. 

But  Golf  Enterprises  isn't  in  the 
equipment  business.  The  Dallas  com- 
pany buys  and  leases  golf  courses — 38 
of  them  at  last  count.  Its  plan  is  to 
acquire  properties  that  can  be  im- 
proved in  the  clubhouse  and  pro  shop 
as  well  as  on  the  fairway.  Analyst 
David  O'Neill  of  WiUiam  Blair,  Golf 
Enterprises'  investment  banker,  says 
the  company  has  shown  it  can  double 
operating  cash  flow  at  each  course  in 
about  two  years. 

Because  of  the  slide,  shares  are  sell- 
ing for  less  than  four  times  estimated 
1995  cash  flow  of  $2.50  per  share.  That 
multiple  is  less  than  Golf  Enterprises 
pays  for  some  of  its  properties.  "It's 
cheap,  and  when  it's  discovered,  the 
stock  should  double,"  says  Haines,  who, 
through  the  Founders  Discovery  Fund 
and  private  accounts,  holds  3.8%  of  the 
shares  outstanding. 


AMERICA'S  TOP  LAB,  I 
NOW  IN  THE  MAKING  i 

When  National  Health  Laboratories!^ 
(nh)  announced  its  plan  to  merge' 
with  Roche  Biomedical,  a  unit  oi: 
Switzerland's  Hoffmann-LaRochei,'; 
health-care  analysts  and  institutional!;- 
investors  cheered.  The  No.  3  and  No.  4^ 
lab-services  companies  would  combine! 
to  create  the  largest  in  the  U.S.,  withi 
impressive  economies  of  scale.  But  ne! 
stock  took  only  a  modest  step  up,  fron-| 
12  to  ISVi,  even  though  some  valuec 
the  package  of  $5.60  in  cash,  warrants 
and  new  stock  at  17  to  19  a  share. 

The  deal  has  cleared  antitrust  hur-; 
dies  and  is  expected  to  close  in  April 
but  National  Health  Labs  still  sells  ai 
14,  and  some  think  it's  a  good  buy.  A 
detailed  proxy  statement  should  be; 
available  shortly. 

The  proxy  will  shed  light  on  the* 
Roche  unit  and  help  determine  the 
earning  power  of  the  new  entity.  "W(' 
believe  Roche's  margins  are  signifi^ 
cantly  below  nh's,  so  there's  lots  oj 
room  for  improvement,"  says  Alan  Snyl 
der,  whose  Snyder  Capital  Manage 
ment  holds  nearly  2  milhon  shares.  N'l 
figures  the  merger  can  slash  about  $9( 
milhon  in  overhead  this  year  and  next 
Donaldson,  LuQdn 


BIGGER  LOOKS 
LIKE  BETTER 


MATL  HEALTH 
UBOMTORIES 
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&  Jenrette  ana- 
lysts say  the  1996 
earnings  per 
share  could  ex- 
ceed $1,  making 
today's  valuation 
less  than  12  times 
earnings. 

Investors  in 
National  Health 
will  be  in  billion- 
aires' company. 
Ron  Perelman's 
MacAndrews  & 
Forbes  Holdings, 
now  24%  owner 
of  nh  will  hold  a     data  bwombergfinanciai  markets 

stake  about  half  that  big  in  the  ne\ 
company.  And  geico  holds  9%:  geico  i 
49%-owned  by  Berkshire  Hathawaj 
Warren  Buffett's  holding  company. 

And  that's  not  all.  Some  takeove 
players  think  that  the  proxy  may  invit 
an  offer  from  Coming  or  SmithKlin 
Beecham,  the  two  other  major  player 
in  the  U.S.  lab  market.  Coming  d< 
chned  to  comment.  And  a  SmithKlin 
spokesman  said  his  company  "does  nc 
respond  to  speculation." 
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Before  All  Others.,. 

there  is  THE  PLAYERS  Championship. 

The  1995  season's  first  major  event  brings  the  world's  finest  golfers  to 
the  TPC  at  Sawgrass  for  the  greatest  show  in  golf. 
Tickets  may  be  purchased  by  calling  1 -800-741 -3 161  or  904-285-PUTT. 
Credit  card  orders  accepted. 

Be  sure  to  time  in  at  the  follounng  times  (Eastern  Time): 

Thursday,  March  23    USA  Network  ..  4-6  p.yn.  &  9-11  p.m. 

Friday,  March  24  USA  Network  ..  4-6  p.m.  &  9-1 1  p.m. 

Saturday,  March  25    NBC  Sports   2-6  p.m. 

Sunday,  March  26  NBC  Sports   2:30-6  p.m. 


THE  PLAYERS 

CHAMPIONSHIP 


March  20-26,  1995 

Tournament  Players  Club  at  Sawgrass  •  Ponte  Vedra  Beach,  Florida 
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AXA  Group  has 
companies  in  :  Belgium, 
Canada.  France,  Germany 
Hong  Kong,  Italy, 
Japan,  Luxembourg, 
Malaysia,  Mexico, 
Netherlands,  Portugal, 
Singapore,  Spain, 
United  Kingdom,  United  States. 


Practice  makes  perfect,  so  the  saying 
goes.  But  is  there  any  such  thing  as 
perfection  ? 

This  IS  why,  despite  this  number  of 
claims  settled,  despite  our  ranking 
among  the  insurance  leaders  of  the 
world,  we  never  stop  looking  for  better 
ways  to  serve  our  clients. 
Better  ways  mean  more  imagination  in 
anticipating  the  kind  of  risks  our  clients 
may  face  and  devising  new  ways  to 
cover  them.  It  means  constantly 
innovating,  constantly  improving  our 
service  in  all  the  16  countries  where 
AXA  operates.  It  means  clearer 
contracts,  faster  service. 
We  know  clients  have  a  choice.  We  know 
better  service  is  an  important  factor  in 
making  that  choice.  And  we  work  hard 
at  it. 

So  you  can  see  that  we  are  not 
speaking  lightly  when  we  say  : 
"Go  ahead.  You  can  rely  on  us". 


INSURANCE  &  INVESTMENT 
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Personal  Business 


EDITED  BY  AMY  DUNKIN 


MAKING  SURE  UNCLE  SAM  DOESN'T 
PUNISH  YOUR  PORTFOLIO 


Paying  taxes  isn't  any 
fun  when  you  make 
money  on  your  invest- 
ments. But  it's  especially  gall- 
ing to  owe  Uncle  Sam  for  in- 
vestments that  have  declined 
in  value.  That's  the  giim  pre- 
dicament many  mutual-fund 
holders  are  puzzling  over  as 
Apr.  15  approaches. 

The  reason  this  occuiTed: 
Funds  that  performed  poorly 
in  last  year's  volatile  stock 
mai-kets  faced  net  shai-eholder 
redemptions,  forcing  them  to 
sell  holdings.  In  many  cases, 
managers  chose  to  unload 
highly  appreciated  stocks 
without  taking  compensating 
losses,  exposing  shai-eholders 
to  stiff  capital  gains.  Twentieth 
Century  Growth  Investors 
had  a  huge  capital-gains  distri- 
bution of  $3.22  per  $21.72 
shai'e,  which  I'esulted  in  an  es- 
timated 1994  aftertax  total  re- 
turn of  -5.6%  for  investors  in 
the  81%  tax  bracket  (com- 
pai-ed  with  a  pretax  I'etum  of 
-1.5%  ).  Results  like  these  "add 
insult  to  injmy,"  says  William 
Klipp,  chief  operating  officer 
at  Chai'les  Schwab  Inve.stmenl 
Management. 

"DOUBLE-EDGED  SWORD."  Mu 

tual-fund  investors  can't  con- 
trol cai)ital-gains  distributions. 
The  best  you  can  do  is  be 
alert  in  tough  years  such  as 
1994  and  try  to  get  out  of 
the  fund  ahead  of  the  distri- 
bution. Ask  the  company  in 
November  if  it  expects  to 
make  a  large  capital-gains 
payout.  You  can  always  re- 
turn to  the  fund  later.  You 
may  be  able  to  avoid  taxes 
in  the  future  by  seeking  out 
tax-efficient  funds.  Or,  if  you 
manage  your  owti  portfolio  of 
stocks,  there  are  plenty  of 
strategies  you  can  use  to  help 
minimize  your  tax  burden. 

When  selecting  funds,  be 
sure  to  compare  pretax  and 


aftertax  retui'ns,  which  can 
often  be  dramatically  differ- 
ent. Although,  as  1994 
shows,  fund  taxes  vary  from 
year  to  year,  the  strategies 
of  some  managers  dictate  the 
fund's  general  tax-efficiency. 
BUSINESS  WEEK  provides  pre- 
tax and  aftertax  returns  in 
its  annual  Mutual  Fund 
Scoreboard  (BW— Feb.  6).  To 
arrive  at  a  figure  you  can  use 
to  compai'e  two  funds'  tax  ef- 
ficiency, divide  the  aftertax 
by  the  pretax  return. 

Also,  check  to  see  if  a  fund 
is  canying  a  high  percentage 
of  unrealized  capital  gains 


(also  in  business  week). 
Don't  avoid  a  fund  just  be- 
cause it  has  a  high  untaxed 
gain.  It  could  be  a  result  of 
the  fund's  winning,  low-tum- 
over  strategy.  Capital-gains 
taxes  are  "a  double-edged 
sword,"  explains  Maryanne 
Roepke,  vice-president  and 
treasurer  at  Twentieth  Cen- 
tury. "You  want  a  fund  to  be 
successful,  but  you  don't  want 
to  pay  for  the  gain." 

Mutual-fund  companies 
generally  don't  like  to  cramp 
their  portfolio  managers' 
styles  by  requiring  them  to 
consider  tax  consequences  of 


trades.  So  you  won't  find 
lot  of  fund  managers  wlfcj 
seek  out  losses  simply  to  u  -s 
as  a  deduction  against  gair 
"The  feeling  here  is  y( 
manage  funds  primarily 
achieve  the  best  return  Je, 
without  being  restrained  I 
tax  considerations,"  says 
Rowe  Price  spokesman  St 
ven  Norwitz.  Besides,  fum  sed 
have  httle  incentive  to  lin  ts 
tax  exposure,  since  most  pe  iji 
pie  judge  funds  on  pretax  r 
turns  and  many  shareholde 
use  funds  in  tax-deferred  rfjoi 
tirement  accounts. 

But  some  fund  sponsoliff 
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cash  out.  If  you're  in  a  high 
income-tax  braclvet,  try  to 
hold  stocks  for  at  least  a  year 
to  benefit  from  a  lower  capi- 
tal-gains rate  (28%).  Mai-ginal 
income-tax  rates,  which  go  as 
high  as  39.6%,  are  levied  on 
gains  in  stocks  held  less  than 
a  year. 

Primarily,  tax  efficiency  in 


INVESTING 


Index  funds,  with 
their  low  turnover  rates,  are  among 
the  most  tax-efficient 


e  taking  small  steps  to  im- 
■Qve  tax  efficiency.  A  com- 
on  technique  among  private 
oney  managers  to  limit 
dns  is  to  sell  the  shares 
st  for  which  they  paid  the 
)st  (those  with  the  highest 
st  basis).  But  many  mutual- 
id  managers  used  to  ignore 
is  simple  step  and  account 
•  sales  on  an  aver- 
e-cost  basis.  Some 
npanies  are  making 
i  switch  to  target 
i  highest  price 
jres  for  sale  fii'st. 
Rovi'e  Price,  for  ex- 
iple,  changed  the 
licy  for  its  funds 
'lier  this  month, 
's  Norwitz.  Strong  Funds 
)pted  tax-efficient  sell  pro- 
lures  last  year. 
Similarly,  mutual-fund  in- 
;tors  should  sell  theii"  high- 
-priced  shares  first.  To  do 
3,  you  must  write  to  the 
d  company  in  advance  and 
ntify  the  shai'es  before  you 


)w  to  Pare  Taxes 
3n  Stock  Gains 

I  appreciated  securities  only 
necessary  to  defer  capital- 
tax  as  long  as  possible.  ^^^^'^j' 

to  hold  onto  a  stock  for  a  full 

0  it  will  be  subject  to  capital- 
treatment.  Profits  from  stocks 
2ss  than  a  year  are  taxed  as 
e,  often  at  a  higher  rate. 

in  you  sell  securities  at  a  gain, 
)  sell  others  with  offsetting 

Up  to  $3,000  of  excess  loss- 
ieductible  against  ordinary  in- 
annually,  and  the  rest  can  be 

1  forward  to  future  years. 

)u  are  reducing  your  position  in 
<  that  has  appreciated,  sell  the 
you  paid  the  most  for  first,  so 
apital  gain  will  be  smaller.  s'chw-ib 

)u  plan  to  leave  an  inheritance 
to  charity,  designate  your 
lighiy  appreciated  stocks.  Eq- 
are  automatically  stepped  up 
s  to  the  current  price  level 
hey  are  given  to  charity  or  left 
eficiaries  in  a  will. 


the  portfolios  indefinitely,  even 
if  they  drop  out  of  the  index. 
The  funds  will  sell  stocks  that 
don't  belong  when  they  have 
losses  that  can  be  used  to  off- 
set gains,  Klipp  says.  The 
Schwab  1000  had  only  a  3% 
turnover  rate  last  year. 

Last  July,  Vanguard  intro- 
duced its  Tax-Managed  Fund, 


mutual  funds  comes  down  to 
low  turnover.  In  general,  val- 
ue funds  tend  to  have  lower 
turnover  than  growth  funds, 
although  there  are  plenty  of 
exceptions.  Index  funds, 
which  hold  a  weighted  portfo- 
lio of  eveiy  stock  in  a  mai-ket 
average  like  the  Standard  & 
Poor's  500-stock  in- 
dex, are  among  the 
most  tax-efficient. 
The  average  actively 
managed  fund  has 
about  a  75%  turn- 
over rate,  which  can 
be  6  to  10  times 
higher  than  an  index 
says  Vanguai'd. 
Before  tax,  the  500 
Portfolio  of  Van- 
guard Index  Ti'ust 
did  better  than  78%. 
of  all  funds  over  10 
years.  Aftertax,  its 
returns  place  it  high- 
er than  85%  of  all 
diversified  equity 
funds,  says  John 
Bogle,  Vanguard's 
chairman. 

NO  BITE.  Recently,  a 
few  fund  companies 
have  built  on  the  ba- 
sic tax  efficiency  of 
index  funds.  The 
1000, 

Schwab  Small  Cap, 
and  Schwab  Interna- 
tional index  funds 
are  all  managed  with 
the  express  intention 
of  deferring  capital 
gains.  Unlike  most 
index  funds,  appre- 
ciated stocks  stay  in 


which  is  made  up  of  three 
portfolios:  balanced,  capital- 
appreciation,  and  gi"owth-and- 
income.  Each  portfolio  is 
based  on  indexes,  so  the 
turnover  is  low.  Managers 
also  sell  holdings  to  realize 
losses  that  can  offset  gains. 
Plus,  Vanguard  imposes  a 
small  redemption  fee  on 
shares  held  less  than  five 
years  to  discourage  trading. 
The  minimum  investment  is 
$10,000. 

The  problem  with  tax-effi- 
cient funds  is  that  capital 
gains  inevitably  come  due 
when  you  sell  your  shares. 
But  there  is  one  way  to  avoid 
paying  the  taxes:  When  you 
donate  highly  appreciated 
stock  to  charity  or  leave  it 
as  an  inheritance,  the  equi- 
ties are  automatically  stepped 
up  in  basis  to  the  current 
share  price.  Your  beneficiaines 
or  the  charity  can  then  sell 
without  facing  a  tax  bite. 

Of  course,  you  get  the 
most  control  over  paying  cap- 
ital gains  when  you  assem- 
ble your  own  stock  portfolio 
and  can  plan  when  to  buy 
and  sell  holdings.  If  you  are 
tempted  to  sell  a  winner  to 
buy  another  stock,  you  had 
better  hope  the  potential 
gain  on  the  new  stock  will 
make  up  for  the  taxes  you'll 
owe,  as  well  as  transaction 
costs.  When  you  take  a  gain, 
look  for  securities  with  losses 
that  you  can  "harvest"  as  a 
tax  deduction.  Up  to  $3,000 
in  excess  losses  is  deductible 
against  income  each  yeai;  and 


the  rest  can  be  carried  for- 
ward to  future  years. 

Sophisticated  investor  may 
want  to  reduce  then*  tax  bur- 
den by  "swapping"  holdings. 
This  is  essentially  a  way  to 
take  a  loss  in  a  stock  you  still 
like  just  to  get  the  deduc- 
tion— so  it's  often  used  at  the 
end  of  a  year.  You  sell  the 
stock,  then  immediate- 
ly buy  a  similar  hold- 
ing. If  you  want,  af- 
ter a  month,  you  can 
buy  back  the  original 
stock  without  manning 
afoul  of  "wash  sale" 
rules,  which  prohibit 
investors  fi'om  taking 
a  tax  deduction  for  a 
loss  in  a  stock  they  repur- 
chased within  30  days.  Before 
you  try  it,  make  sm-e  the  tax 
savings  will  make  up  for  the 
transaction  costs  incun-ed. 
MODEL  INVESTORS.  Private 
investment  advisers  and  bro- 
kers should  automatically  im- 
plement many  of  these  tax- 
saving  strategies.  And  some 
finns  ai-e  using  then-  strength 
in  this  ai-ea  as  a  selling  point. 
Last  September,  J.  P.  Morgan 
launched  "Tax-Aware  Equity 
Management"  for  private- 
banking  chents  with  at  least 
$5  million  invested  with  the 
film.  Lai-ge-cap  stock  portfoli- 
os are  ran  thi'ough  a  comput- 
er model  containing  analysts' 
forecasts  for  more  than  600 
companies.  Before  a  trade  is 
executed,  the  model  checks 
to  make  sure  the  gain  fore- 
cast for  the  new  stock  is  big 
enough  to  make  up  for  the 
tax  and  commission  costs  of 
selling  the  old  stock.  It  also 
suggests  other  stocks  that 
can  be  sold  for  an  offsetting 
loss.  Morgan  expects  its  fore- 
casting abilities  and  speedy, 
tax-efficient  trading  to  allow 
it  to  return  1%  to  2%  more 
than  the  s&p  500  after  taxes. 

Whether  you  purchase 
stocks  or  mutual  funds,  you 
shouldn't  let  tax  considera- 
tions be  the  driving  force  be- 
hind your  investment  plan. 
Real  returns  are  what  count. 
But  if  you  keep  taxes  in 
mind,  you  can  enjoy  hand- 
some long-term  results  with- 
out letting  Uncle  Sam  crash 
your  party.       Aniey  Stone 
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Personal  Business   ' 


DOES  THE  COVERAGE 
MATCH  THE  CALAMITY? 


The  fire  that  de- 
stroyed Sport-O-Rama 
health  club  in  Mon- 
sey,  N.Y.,  generated 

enough  heat  to  melt  the 
building's  steel  beams.  Own- 
er Mark  Goldstein  believes 
he  and  his  partner  got 
burned  again  a  few  weeks 
later  in  January,  when  they 
assembled  their  insurance 
claim.  The  insurer  refused  to 
reimburse  Sport-O- 
Rama  for  the  hundreds 
of  thousands  of  dollars 
of  prepaid  membership 
fees  it  must  return.  In- 
stead, the  insurer  in- 
formed Goldstein  it 
would  pay  only  for  the 
net  income  the  club 
would  have  made  during 
months  of  rebuilding. 
"It's  a  big  thing  with 
people  who  collect  mon- 
ey up  front.  That  was 
one  large  gap  we  didn't 
foresee,"  he  says. 

To  survive  a  disaster, 
small-business  owners  need  to 
match  their  insurance  to  the 
financial  crisis  that  could  oc- 
cur. That  often  means  asking 
insurers  questions  that  make 
them  squirm  about  exactly 
how  they  settle  specific  types 
of  claims.  In  Goldstein's  case, 
he  needed  to  claiify  whether 
he  could  get  reimbursed  for 
refunded  membership  fees — 
before  he  purchased  a  policy. 
Had  he  pressed  the  point,  he 
may  have  learned  that  he 
needed  a  special  rider  to  cov- 
er that  type  of  loss.  Or  he 
might  have  chosen  to  search 
for  a  company  with  a  more 
favorable  policy. 
KEEP  TRACK.  Standard  small- 
business  owner  pohcies  pro- 
vide insurance  against  busi- 
ness interruption,  or  lost 
income,  in  addition  to  proper- 
ty and  liability  covei-age.  They 
pay  for  fixed  expenses  such 
as  payroll,  debt,  and  taxes 
that  continue  even  though 


business  has  gi-ound  to  a  halt. 

Premiums  start  at  $250  to 
$300  for  a  year's  worth  of 
business-inteiTuption  protec- 
tion, plus  a  maximum  benefit 
of  $50,000  for  property  dam- 
age and  $300,000  for  liability 
claims.  A  more  typical  pohcy 
would  cost  $1,500  a  year  and 
buy  $1  million  of  liability, 
$100,000  of  property  coverage, 
and  a  year's  income  replace- 
ment. Buffalo-based  Nova 
Casualty,  which  caters  to 


To  collect  for  business- 
interruption  losses,  you  must 
be  able  to  document  your 
cash  flow  and  expenses.  Be 
prepared  to  hand  over  past 
tax  returns,  receipts,  and 
records  of  continuing  expens- 
es, such  as  salaries  or  rent. 
That  can  be  a  problem  for 
ownei"s  who  deliberately  keep 
profits  low  to 
avoid  taxes.  "If 
you  haven't  been  making  any 
money  the  last  four  years, 
you  have  no  loss,"  warns 
Rick  Blank,  an  agent  at  Pre- 
ferred Services  Group  in 
White  Plains,  N.  Y.  And  re- 
member: Keep  copies  of  all 
records  off  your  premises. 

Pin  down  how  tightly  the 


SMART  MONEY 


small  businesses,  limits  its 
business-intennption  benefit 
to  20%  of  the  coverage  limit 
on  your  building  and  contents 
plus  100%  of  the  personal- 
property  Umit.  The  minimum 
premium  is  about  $200  a  year. 
A  few  companies,  such  as  rli 
Insurance  in  Peoria,  provide 
lost-income  protection  under 
home-office  policies. 


insurer's  adjuster  will  inter- 
pret vague  phrases  in  the 
policy,  such  as  "fixed  expens- 
es." For  example,  who  are 
the  key  employees  who  must 
be  kept  on  the  payroll  until 
you  reopen?  The  chef  at  a 
gourmet  eatery?  Maybe.  The 
cook  at  a  mom-and-pop  diner? 
Probably  not.  "We  won't  pick 
up  the  entire  payroll  expense 


UNDERSTANDING  A  BUSINESS 
OWNER'S  POLICY 


WHATS  COVERED^. 

..JVND  WHAT'S  NOT 

•  Fire  or  smoke 

•  Natural  floods 

•  Lightning 

•  Earthquakes 

•  (Nonsteam)  explosion 

•  Landslides 

•  Windstorm 

•  Nuclear  contamination 

•  Volcanic  eruption 

•  Off-premise  power  failure 

•  Riot 

•  Structural  weakness 

•  Vandalism 

•  Lasting  software  damage 

DATA  INSURANCE  SERVICES  OFFICE  INC. 

and  all  the  time-card  emplo; 
ees,  but  we  will  pay  for  mai 
agement,"  explains  Verne 
Veal,  manager  of  produ< 
planning  and  development  f( 
State  Farm  Fire  &  Casualt 
in  Bloomington,  111. 

Above  all,  become  familii 
with  the  policy  limits.  Sta] 
dai'd  policies  cover  fires,  wini 
storms,  ar 
even  riots,  su( 
as  those  that  ravaged  L( 
Angeles  in  1992.  But  flooc 
from  natural  bodies  of  wat( 
are  excluded  under  busines 
ovroer  policies,  and  separal 
flood  insurance  doesn't  cove 
lost  income.  Earthquake  ii 
surance  must  also  be  pu: 
chased  separately.  And  co: 
sequential  or  indire 
damage  is  not  covered- 
say,  from  downed  utilii 
lines  more  than  500  fe 
from  your  business  thi 
shut  you  down. 
REALITY  CHECK.  So  pa 
close  attention  to  th 
kinds  of  losses  you  ma  j 
sustain  that  require  spi 
cial  coverage.  If  you'i 
a  retailer  earning  moi 
of  your  money  in  tl 
fourth  quarter,  mali 
sure  your  lost-incon: 
benefit  is  weighted  t 
that  busy  period,  saj 
Sean  Mooney,  an  economii 
with  the  Insurance  Informi 
tion  Institute. 

You  may  be  better  off  d( 
vising  a  disaster-recovery  pli 
rather  than  buying  extra  co 
erage  to  insure  every  ris 
however.  That's  what  ma 
businesses  learned  after  th] 
World  Trade  Center  bombin 
in  New  York  City  in  Febn 
ary,  1993.  They  needed  onl| 
phones,  computers,  and  fur' 
ture  to  work  again.  The  Nsl 
tional  Insurance  Consume 
Helpline  (800  942-4242)  offer| 
a  free  brochure,  Insuri 
Your  Business  Against  a  Cd 
tastrophe,  that  outlines  th 
components  of  a  disaster  plaa 
Still,  matching  yoiu-  covei 
age  to  forecasts  of  your  cas 
needs  is  a  must.  In  an  eme) 
gency,  that  reality  chec 
could  mean  the  difference  bt^ciBi 
tween  a  temporary  closin 
and  a  going-out-of-busines 
sale.  Richard  Korrm 
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When 


Century  Plaza 
Hotel  &  Tower 


Los  Angeles 


face-to-face 


Tlie\\4stin 
Hotel 

Seattle 


TkeWestin 
Hotel 

Ottawa 


oconferencing  ]  The  AT&T  Software  Defined  Data  Network  now  availabl 


e  in  our  video- 


icing  rooms  allows  you  to  meet  face-to-Face  with  virtually  anyone,  anywhere  in  the  world.  (And 


you 


AT&T 


watchmg  television  made  you  Lw  productive.)  For  iwrnitioiy  call  your  trawl  cdihHillant  or  (800)  -iOI-TIAIE. 


Westin 

Hotels  Resorts®.) 


Personal  Business 


BEFORE  YOU  SHUN 
YOUR  TRAVEL  AGENT... 


example,  will  continue  to 
write  airline  tickets  free  of 
charge  for  its  members. 

Those  agencies  that  have 
announced  changes  are  gen- 
erally holding  down  the  extra 
costs  to  $10  to  $20  per  ticket, 
and  in  some  cases,  they're 
throwing  in  travel  discount 
vouchers  to  ease  the  pain. 
But  make  your  res- 
ervations with  care: 


With  spring  just 
around  the  corner, 
many  Americans  are 
getting  the  travel 

itch.  If  you're  one  of  them, 
and  you  plan  on  using  a 
travel  agent  to  write  up 
your  airline  tickets,  you  may 
be  in  for  a  surprise.  One  of 
the  last  great  service  free- 
bies  is  about  to  end  this 
month  as  many  agencies 
start  imposing  flight-booking 
fees  of  up  to  $20.  The  move 
is  an  attempt  to  recoup  rev- 
enues lost  by  a  recent 
change  in  the  commission 
structure:  Instead  of 
paying  agents  a  flat 
10%,  the  major  carriers 
have  instituted  a  $50  "^fiiw^Q/ 
cap  on  all  round-trip  do- 
mestic tickets  and  a  $25 
max  on  one-way  fares. 

Before  you  scrap  your 
flight  plans  and  load  up  the 


Dodging  Those 
New  Ticketing  Fees 

DONT  STOP  WITH  THE  AIRLINE  TICKET  If  you  also 
need  car,  hotel,  or  cruise  reservations,  let  your  trav- 
el agent  book  those  as  well.  Some  agencies  will 
waive  the  airline-ticket  charge  in  exchange  for  these 
add-on  commissions. 

LOOK  FOR  SPECIAL  INCENTIVES  TO  OFFSET  FEES 

For  example,  Carlson  Wagonlit  Ti-avel  charges  $15 
for  airline-only  purchases,  but  it  also  throws  in  a  $25 
certificate  that  you  can  apply  toward  future  trips 
booked  with  the  agency. 

TRUST  YOUR  EXPERIENCE  If  you  travel  a  certain 
route  often,  you  probably  have  a  sense  of  which  car- 
riers typically  offer  the  best  fares.  Call  them  yourself 
to  compare  and  then  book  directly  with  the  airline. 

car,  consider  this:  Ti'avel 
agencies  can't  afford  to  let 
you  go  it  alone  just  to  skirt 
their  fees.  Many  haven't  yet 
figured  out  how  to  respond 
and  may  choose  to  absorb 
the  lost  commissions  or 
waive  ticketing  fees  for  fre- 
quent customers.  The  Amer- 
ican Automobile  Assn.,  for 


paying  $20  per  ticket  for  do- 
mestic flights  costing  less 
than  $300.  But  bundle  sev- 
eral low-priced  tickets  into  a 
single  transaction  of  $500  or 
more,  and  Amex  drops  the 
fee.  If  you  do  have  to  cough 
up,  the  service  charge  will 
earn  you  doUar-for- 
dollar  credits  to- 
ward cruises  or  other  tour 
packages  booked  through 
Amex  within  a  year. 

Similarly,  in  exchange  for 
a  $15-per-ticket  fee,  the  No.  2 
agency,  Minneapolis-based 
Carlson   Wagonlit  Travel, 


TRAVEL 


Many  agencies  will  also 
charge  an  additional  service 
fee  for  changing  and  reissu- 
ing tickets. 

If  you  do  business  with 
one  of  the  900  U.  S.  offices 
of  the  nation's  largest  travel 
agency,  American  Express 
Tr-avel  Related  Services,  you 
won't  leave  home  without 


gives  you  a  $25  cer- 
tificate you  can  ap- 
ply toward  future 
cruise  and  tour  vacations  ar- 
ranged through  the  agency. 
If  you  make  other  reserva- 
tions with  yom'  plane  tickets 
through  Carlson,  you  won't 
have  to  pay  anything  extra. 
"Ti'avel  agents  are  looking 
for  that  extra  hotel  or  car 
commission.  That's  additional 
income  they  can  earn  at  no 
extra  cost  to  the  traveler," 
explains  Scott  Tarte,  chief 
operating  officer  at  Travel 
One  in  Mt.  Laurel,  N.J. 
FARE-SURFING.  Rosenbluth 
Vacations,  which  has  27  offic- 
es primarily  in  Delaware, 
Pennsylvania,  and  Maiyland, 
is  hoping  to  tempt  fee-averse 
travelers  with  a  national  toll- 
free  reservation  line  to  be 
unveiled  on  Apr.  3.  While 
the  company's  walk-in  clients 
face  a  $10  fee  for  airline 
bookings,  callers  to  the  800 
number  can  order  tickets  (as 


well  as  hotel  rooms  and  ca 
rentals)  at  no  charge.  Don'! 
look  for  extensive  hand-holdj 
ing  and  consultation  on  plan] 
ning  your  trip,  though.  The 
service  is  designed  for  travj 
elers  who  know  where  thei 
want  to  go  and  just  neec 
someone  to  do  thd 
fare-surfing  and 
ticketing  for  them. 

Of  course,  an  easy  way  ti 
circumvent  travel-agent  feel 
is  to  contact  the  airlines  dil 
rectly  and  make  your  owij 
reservations.  Particularly 
you  travel  a  certain  route  ot 
ten,  you  should  know  whicJ 
carriers  typically  offer  thj 
best  fares.  If  you  try  alwayl 
to  fly  with  the  same  ain 
line  to  build  up  mileagj 
in  your  frequent-flier  acj 
count,  then  you  only  havj 
to  make  one  call.  Or 
you  have  a  computer,  yoj 
can  quickly  price-shop  aj 
caiTiers  through  the  Eaasi 
Sabre  reservations  servici 
available  to  subscribers 
many  online  networks  sue] 
as  Prodigy  or  CompuServe 
And  later  this  month,  Amej 
unveils  Express  Reserva 
tions,  a  new  no-fee,  book-ifl 
yourself  service  for  Amerj 
can  Express  cardholders  o| 
America  Online. 

Remember,  though,  thai 
airline  fare  structures  an 
complicated  and  ever-chanJ 
ing,  so  a  good  travel  ageij 
can  sometimes  pin  down 
better  deal.  If  the  ager 
winds  up  saving  you  bil 
bucks  on  your  ticket,  the  fa 
may  be  a  small — and  fairH 
price  to  pay.  Maria  Malic 


m  TAX  ADVICE.  If  you're 
having  trouble  with  your 
1040,  call  Money  Minds, 
an  independent  group  of 
financial  advisers  (800 
275-22722237).  Calls  nor- 
mally cost  $3.95  a  min- 
ute, but  Money  Minds 
will  answer  unlimited 
tax  questions  from  first 
time  callers  for  a  flat 
$10.40  through  Apr.  10. 
Better  yet,  on  Apr.  11, 
all  advice  is  free. 
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Marketplace 
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Telecommunications/Products 


Two  Cellular  Phones 
-  One  Number  — 


Order  this  handheld 
MOTOROLA  phone 
and  we  will  put  it  on 
the  same  number  as 
your  existing 
cellular  phone! 


No  second  bill,  no  second 
number  to  give  out! 

1  (^J^r  Programmed  to 
Only  $495    your  existing 

cellular  number! 

Spy  Supply,  Inc. 

12l2BoylslonSi.  #120 
Cheslnul  Hill,  MA  02167 

(305)  340-0579  •  (617)  327-7272 


Corporate  Gifts 


BuildYour  Image! 


And  build  your  business 


1-800-792-2277 


Fax  510-786-1111  Attn:  Mr.  Burton 

THE  CORPORATE  CHOICE 


•  Phones  •  Pagers 

•  Accessories 

•  Highest  Quality 

•  Widest  Selection 

•  Lowest  Prices 
Call  For  a  Catalog 
1-800-822-WORKS  (9675) 

Cellular  One 

•  Proven  leader  in  cellular  communications 

•  FirsI  with  true  digital  service 

•  Allordable,  flexible  service  plans 

CELLULARONE 

.-Jiitiumzed  IX'ah-r 


CELLUUIR  EXTENSIONS 


Now  you  can  legally  clone  your  phone 
PC  &  our  software  package' 
ifiv.  jr>--  includes  many  other  useful 
tif.'b   SASE  tor  free  catalog 

ESN  READER  ''400 

G2/AIVIPS|rrolocH...^00 

CEmJUWMASIERS  (805)486-0867 


Computer  Equipment 


HEWLETT-PACKARD 
BuySell-Trada 

LaserJet  ColorPro 
DeskJet  Dratt  Pro 

RuggodWiHer  Dratt/Masler 
Elaclrosiallc  Plotters  DeslgrvJet 
HP  9000  Wonistations  and  Vectras  also  available. 

Ted  Oasfier  &  Associates 

4117  Skoth)  Ave  .  S  Birmingham.  AL  35?22 
Phone:  205/591-4747  Fai:  205/S91-t10« 


Computer  Services 


TURN  YOUR  SIGNATURE 
AND  COMPANY  LOGO  INTO 
ANY  SIZE  FONT  INSTANTLY; 


For  Windows  PC  or  MAC 
also 

Imaging  &  Networking  Specialists 

FOR  INFORMATION 
Phone:  213/250-8901 
Fax:  213/250-8252 


Office  Supplies/Equipment 


Multi-Purpose  • 

whitt  uouip 

Correction     i.  . 
Fluid        >  1 

Xerox  Multi-Function 
Printer/F ax/Copier 

1- — •-   ^  Si:annin£& 
liV, , ,  1  |L         1^'  Pax 

#3002^998^^EA 

545  Full  Strip 

3M 

PoSt-lt^M 

Note  Pads 

Pa«t-it 
firiwa* 

•Sold  by  DZ  EJJB 
#56301  fuoiiicS 

^^^^^ 

#54501    ^  EA 

•  3"  X  3" 

•  Yellow 

•  Sold  by  DZ 

mtYW  47C  E.\ 

You  simply  won't  find  lower  prices  on  brand  name  ofTice  supplies  than  al  Wholesale 
Supply  Company.  Over  9,700  diffeiient  items,  same-d;iy  shipping,  and  all  at  pnces  you 
h:ive  10  see  to  believe.  We  giiardiitee  it. ..or  5%  back  on  your  purchase!  Call  for  details 
and  your  h^  cauUog.  1.800-962-9162 


Automotive 


ATTENTION  AUTO 
PARTS  WHOLESALERS!! 

Introducing  an  attractive,  luxury  car 
stiield  ttiat  looks  great  wtiile 
effectively  blocking  the  sun.  Prevents 
interior  heat  buildup.  Alwrays  return  to 
a  cool,  comfortable  car.  $7.15/set, 
minimum  order  100  sets.  For 
information  or  to  order  contact: 
John  Cai,  Sales  Manager 
King  Hope,  P.R.  China 
Tel:  86  (755)  330-4359 
Fax:  86  (755)  330-4462 


Direct  Marketing/Mailing  Lists 


SALES  LEADS  &  MAILING  LISTS 


•  10  Million  Businesses 

•  90  Million  Households 
"Never  Pay  Retail  Prices  For  Mailing  Lists" 

Wholesale  List  Marketdmg 

1-800/800-5940 

P.O.  Box  24151 
Omaha,  NE  68124 


Computer  Software 


PRINT  YOUR  OWN  BUSINESS  CARDS, 
POST  CARDS,  ANNOUNCEMENTS. 
FREE  Windows  software  with  purchase 
of  laser  micro-perfed  paper  at  discount 
prices.  Bar  codes.  POSTNET,  merge, 
graphics,  etc.  Send  $4.75  S&H  for  trial 
software  and  price  list: 

Informatik  Inc., 
PC  Box  868,  Devon,  PA  19333 
Tel  610.695.8644  Fax  610.640.0339 


irS  A  JUNGLE 
OUT  THERE! 


Gel  your  own  way! 
Negotiator  Pro" interactive  software 
helps  you  master  any  negotiation. 

Call  lor  FREC 
onn  AAtt  QQnn         H^QnUaUon  Tips  i 
0UU-440-00U0  ,emm  by  m.  PC  World. 

WSJ.  Forbes  PC  Magaiine 
$189  1  60  Day  Unconditional  Guarantee! 


Negotiator  Pro  Company  ■  Brookllne,  MA  i 


Menswear/Fasfiion 


MEN*S  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  who  need  it 
Excellenl  variety,  styling  and  quality 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES,  INC 

Dept.  .S.SC  lllngtiani.  MA  021)4.^ 


Education/Instruction 


Become  A  Professionally 
Licensed  Commodity  Broken 
Earn  Up  To  $100K  Or  Much 
More.  Small  Start-up  Cost. 
No  Experience  Hecessary. 
Home/Office  O.K. 
1-800/301-7767 


1 

SI 


.EARN  YOUR  COILEGE  DEGREE  AT  HQM 


•  B.S  S  M.B.A.  in  Business 
'  B.S,  in  Environmental  Studies 
'  M,S,  in  Management;' 
Environmental  Studies 
'  Approved  lor  tuition 


iOi- 


1  \m 

UrMIVIiRSlTV 


AfCREDntD  MEMBER 


reimbursement  by  major  companies. 
For  a  free  catalogue  call  1-800-767-CHAD;^  


OGRA 

c 

idysivj 


University  Degrees 


Approved  Self  Paced  Homo  Studu 
Associate  Bachelors  Masters  Docton  Seiio 

Business  Admin.  Public  Admin.  Healtf  p  ii , 


Care  Admin,  Human  Resources.  Financtc'"" 
nternational  Business,  Tech  Mgml.  La\j|~ 
Paralegal,  Psychology,  Call  lor  brochuri; 

(800)477-2254  (24  hrs)  If  

Southern  CalKotnla  UntversHy  il 
for  Professional  Studies 
1840  E  17  St-BW.  Santa  Ana,  OA  9270 


Education/Instruction 


h 
Vhi 
ben 


BACHELOR,  MASTER,  DOCTOR 

EARN  A  DEGREE  Use  your  past  experlencij'i]  V 
credit  toward  your  degree  No  classes,  semiiid  1 1 
or  on-campus  attendance  Studies  build  u|l 
your  experience  Sell-paced  •  Send  Resilftnt 
For  No  Cost  Evaluar"^ 
800-240-671 

j6400  Uptown  Blvd  ( 
Suite  39(» 


No-Classroom  College  Degree 


fO^arn  your  no  classraum,  lully-accredited  degree  frw 
r'^^)  USNY/Regeiits  College  in  Business,  Liberal  Arts,  or 
Nursing  using  Moore's  successfullv  refined  study  progral 
FttK  miE  IHirORMSTiaN  OR  A  TRAHSCRII 
EVRIUATIOH.  CAU  BR  IHRITC  TOBAy! 


ftldi 


Miv*v;,i/t,  IN.  ij^n-mt 
Eihaaaial    rs;3S3-<t.»  •  ™ 

i-800-7i7-Z22Z 


:titi 
ilc, 
«.7  li 
iffl-ittllroM; 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  for  work,/life  exp  •  AccredlteL, 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandevllle,  LA  70470-4(W 


J»i;i[ 


«tllin' 


■8]] 
itltO 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Business  Opportunities 


lEDICAL  BILLING 


start  Your 
3wn  Business 

^locess  Health  Insurance 
Claims  Electronically. 
No  experience  required, 
xcellent  income  potential. 
Investment 
$3,495-$7,995 


00-697-1569  ext.  225 


VTIONAL  CLAIMS  SERVICE^ 


CABLE  T.V. 
DGRAMMING  LICENSES 

ve  you  ever  wanted  to  own  a 

cable  channel? 
<clusive,  Lucrative,  Exciting, 
'restigious.  Available  Now! 

25K  to  50K  required. 

Serious  inquiries  only. 
Call  1-800/267-6702 


hey  Laughed 
Vhen  I  Told 
hem  I  Could 
ake  $150,000 
a  Year  as  a 
onsultant..." 

lends  all  said,  "A  consult- 
what?"  But  now  I'm  get- 
le  last  laugh  as  I  make  any- 
from  $10,000  to  $50,000 
:h  client  with  my  own  con- 
business, 
r  two  unique  niche  services 
very  company  needs,  but 
all,  I  do  it  on  a  no-risk  con- 
ey basis.  Needless  to  say, 
tracts  far  more  clients  than 
landle. 

very  limited  number  of 
throughout  the  country  are 
nng  trained  to  do  the  same 
in  their  own  areas,  and  a 
al  computer,  fa.x  machine, 
ommunications  skills,  and 
SI 2,000  in  start-up  capital 
that's  required, 
ou  think  you  qualify  and 
:  like  the  full  particulars,  call 
660-0330,  Toll  Free,  Mon- 
10  am  to  5:30  pm,  CST.  No 
on,  of  course. 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFOR^MTION  on  Offshore  Asset 
Protection  Strategies,  Ottsfiore  Trusts, 
International  Business  Corporations, 
International  Banking  and  Investing,  Dual 
Cilizensfiips  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offsfiore 
Consulting,  Call  FFC,  Inc  ,  1-800/633-2462 
{FFC.  Inc  ,  IS  NOT  a  legal,  accounting  or  financial 
planning  firm,  and  does  not  give  ttiis  type  of  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19,850  academic  topics  available' 
Send  $2  00  for  the  290-page  catalog 
Custom-written  reports  also  available 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  .  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


How  To  Get 
Profits  From 
Your  Plant 
Maintenance 

CSI  can  show  you  how  to 
boost  your  plant  profits. 

CSI's  Reliability-Based 
Maintenance™  strategy 
saved  customers  $125 
million  last  year  alone. 

For  FREE  information: 

(800)  675-8033,  exf204 

or  fax  us  toll  free  at 

(800)  675-8066. 


Changing  the  way 
the  world  performs 
maintenance. 


835  Innovation  Dr.  •  Knoxville,  TN  37932 


Business  Opportunities 


CBSl  486  Computer 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


Corporate  Gifts 


1 

AS  10 


YOUR 
LOGO 

HERE  *sLow/ 

.99; 


i.  ^^IMPRINTED^^^^ 


^IMPRINTED^^^        ^^^^  EMBROIDERED 
SDLAR  CALCULATORS       CALL  FOR  FREE  BROCHURE 

LOBiOGE4R  1-800-936-5646 

FAX:  (415)  579-5534 


Travel/Golf 


1995  Maui  Golf  Guide 


Portable  Software  Travel  Guide 


g  1-800 


•  Mullimedia  14  course  lour 

•  Expert  Hole-By-Hole  Siraiegy 

•  Full  Color  Photos  of  Best  Holes 

•  3''/'  Diskettes-  No  CD-ROM  Required 
•MS-Windows or  Mac 


$29.95 
1-800-580-5050 


naasMN 
Gwoa 


FREE  AIRLINE  TICKETS 

FLY  ONCE -EARN  TWICE!  JOIN 
TRAVEL  NETWORK'S  FREQUENT 
FLYER  PROGRAM  /  300+  locations 
$1  BILLION  SALES 

CALL  1-800-222-2220 


Investment  Services 


Growling  bear 
eating  your 
investments? 

Protect  yourself.  Read 
the  Agressive  Investor 

Three  months  $  55 
One  year  $  195 
The  Agressive  Investor 

P.O.  Box  4011 
Cerritos,  CA  90703-4011 


Consumer  Electronics 


Amazing  3D  Surround  Sound  From  Only  Two  Speakers 


You  Won't  Believe  Your  Ears! 


"By  far  the  best  3-D 

results  I've 
heard....your  audio 
world  opens  up 

spatially. " 
—PC  Magazine 


IkTRODUCINC  the  AWARD-WINNING 

Vivid  3D  Studio"* 

For  use  with  stereos,  TVs,  VCRs,  Satellite 
tvs,  pc  sound  cards  and  games 
Premium  srsc»)»  3D  sound 
Easy  installation-No  software  required 
Includes  powerful  built-in  35  watt  amplifier 


REALITY" 


Call  For  a  Deaur  Nur  You 


1-80Q-5Q1-8M6 


Is  Your  Gompmy's  Performance 
Up  To  Global  Speed? 


The  1995  Business  Week  Forum  of  Chief  Financial  Officers! 

Driving  Superior  Global  Performance 

Today,  it's  the  CFO  who's  shaping  up,  sUmming  down,  and  improving  corporate  performance 
Join  Business  Week  and  the  chief  financial  officers  oi  the  world's  most  prestigious  corporation 
for  face-to-face  interaction  and  discussion  on  how  today's  CFOs  are  preparing  their  companiei iiiii 
for  global  competition. 

May  3-6, 1995 
La  Costa  Resort  &  Spa 
San  Diego,  CA 

At  the  America's  Cup  '95  Challenge 


In  association  with  KlUii 


Featured  Keynote  Speaker: 

Larry  King 

Host  of  CNN's  Larry  King  Live 


American  International  Group,  In 
AT&T  Capital  Corporatioi 
Credit  Suisse/CS  First  Bostoi 

IB^ 

KPMG  Peat  Marwick  LlII 


Milliman  &  Robertsoi 
SAP  America,  IncJ^ 
Volvo  Cars  of  North  Americ 


Don't  miss  this  important  industry  gathering.  For  registration  information, 
please  call  Julie  Terranova,  phone:  (212)  512-3113,  fax:  (212)  512-6281. 
Qualified  conference  delegates  are  CFOs  of  the  world's  largest  corporations. 


With  support  from 

The  State  of  low 


BusinessWeek 


EXE  CUTIVE  PROGRAMS 


')  *i:tii 


Bevond  news.  Intellii'ence. 


business  Week  Index 


RODUCTION  AND  LEADING  INDEXES 


Change  from  last  week;  -0.6%  f  '        Jtuiri  last  week:  -0.1% 

Change  from  last  year:  7.8%  Cr"f.-.t>_  tr.jm  last  year:  8.8% 


,  .  J  .  ■  ■  ■  ■  .  ■  ■  ■  .   20 

■eb.  June  Oct.  Feb. 

394  1  994  1  994  1  99  5 

ndexes  are  4-week  moving  averages 

!  production  index  fell  during  the  week  ended  Feb.  25.  But  before 
culation  of  the  four-week  moving  average,  the  Index  rose  to  122.4,  from  a 
ised  121.7.  Stronger  coal,  steel,  and  paper  output  and  rail-freight  traffic 
the  increase. 

■  leading  index  was  nearly  unchanged  for  the  latest  week.  The  unaveraged 
ex,  at  254.2,  also  moved  very  little  compared  with  the  previous  week's 
ding  of  254.3. 

KOduction  index  copyright  1994  by  fWlcGfaw-Hill  Inc  BW  leading  index  copyright  1994  by  CIBCR 


PRODUCTION  INDICATORS 


LATEST 

fff  CCK 

ICJUlLl 

WEEK 

AGO 

%  CHG 

STEEL  (3/4)  thous.  of  net  tons 

1,997 

2,046# 

6.3 

AUTOS  (3/4)  units 

141,000 

146,490r# 

-4.2 

TRUCKS  (3/4)  units 

119,483 

118,238r# 

3.3 

ELECTRIC  POWER  (3/4)  millions  of  kilowatt-hrs. 

60,720 

58,157# 

2.4 

CRUDE-OIL  REFINING  (3/4)  thous.  of  bbl./day 

13,647 

13,334# 

6.8 

COAL  (2/25)  thous.  of  net  tons 

23,079# 

21,024 

6.1 

PAPERBOARD  (2/25)  thous.  of  tons 

934. 0# 

943. 6r 

5.3 

PAPER  (2/25)  thous.  of  tons 

865.0# 

845. Or 

1.9 

LUMBER  (2/25)  millions  of  ft. 

432. 3# 

437.7 

-12.4 

RAIL  FREIGHT  (2/25)  billions  of  ton-miles 

24. 7# 

23.6 

8.3 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA'.  SFPA-,  Association  of  American  Railroads 


lADING  INDICATORS 


)CK  PRICES  (3/3)  s&p  500 

LAHST 
WEEK 

485.48 

WEEK 
AGO 

485.71 

YEARLY 
%CHG 

4.4 

tPORATE  BOND  YIELD.  Aaa  (3/3) 

8.15% 

8.23% 

10.7 

USTRIAL  MATERIALS  PRICES  (3/3) 

113.0 

113.1 

NA* 

ilNESS  FAILURES  (2/24) 

NA 

301 

NA 

1  ESTATE  LOANS  (2/22)  billions 

$467.1 

$466.6r 

11.6 

«EY  SUPPLY.  M2  (2/20)  b,ii,ons 

$3,585.8  $3,588.5r 

1.7 

riAL  CLAIMS.  UNEMPLOYMENT  (2/18)  thous  344 

348r 

-8.3 

rces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
s,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun  &  Bradstreet  (failures 
rge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
less  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 

tEREST  RATES 

ERAL  FUNDS  (3/7) 

LATEST 
WEEK 

5.93% 

WEEK 
AGO 

6.10% 

YEAR 
AGO 

3.25% 

IMERCIAL  PAPER  (3/7)  S-month 

6.18 

6.13 

3.84 

TIFICATES  OF  DEPOSIT  (3/8)  3  month 

6.21 

6.13 

3.77 

:d  mortgage  o/s)  30-year 

8.72 

8.88 

7.62 

USTABLE  MORTGAGE  (3/3)  one  year 

6.51 

6.63 

4.48 

(E  (3/8) 

9.00 

9.00 

6.00 

:es:   Federal  Resen/e,  HSH  Associates.  Reuters  Holdings  PLC 

PRICES 


LAnST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

GOLD  (3/8)  $/troy  oz. 

380.000 

375.700 

0.9 

STEEL  SCRAP  (3/7)  #1  heavy,  $/ton 

141.50 

142.50 

1.4 

COPPER  (3/4)  K/lb. 

136.5 

138.5 

49.6 

ALUMINUM  (3/4)  2/ib 

87.5 

92.3 

42.3 

COTTON  (3/4)  strict  low  middling  1-1/16  in., 

C/lb.  101.39 

96.25 

38.6 

OIL  (3/7)  $/bbl. 

18.62 

18.56 

31.1 

Sources:  London  Vl/ednesday  final  setting,  Chica 

10  market,  Metals 

Week,  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (3/8) 

90.48 

96.76 

105.13 

GERMAN  MARK  (3/8) 

1.38 

1.47 

1.68 

BRITISH  POUND  (3/8) 

1.63 

1.58 

1.50 

FRENCH  FRANC  (3/8) 

4.94 

5.15 

5.73 

ITALIAN  LIRA  (3/8) 

1650.5 

1643.5 

1666.0 

CANADIAN  DOLLAR  (3/8) 

1.41 

1.40 

1.36 

MEXICAN  PESO  (3/8)' 

6.715 

5.905 

3.270 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  m  computing  the  BW  index  (chart):  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
tient.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


IL  SALES 

'ay.  Mar.  14,  8:30  a.m.  ►  Retail  sales 
increased  0.2%  in  February,  accord- 
the  median  forecast  of  economists 
'ed  by  mms  International,  a  unit  of 
iw-Hill  Inc.  Sales  have  been  slack 
ly,  with  receipts  up  just  0.2%  in  both 
iber  and  January.  Purchases  of  dur- 
oods  have  been  particularly  weak. 

yCER  PRICE  INDEX 

isday,  Mar.  15,  8:30  a, m.  ►  Producer 
of  finished  goods  likely  rose  0.2%  in 

iry  for  all  goods  and  when  food  and 
are  excluded.  Prices  rose  0.3%  in 

y,  and  just  0.2%  when  food  and 
are  taken  out. 


INDUSTRIAL  PRODUCTION 

Wednesday,  Mar.  15,  9:15  a.m.  ►  Output 
rose  0.4%  in  February,  forecasts  the  mms 
survey,  the  same  solid  gam  as  in  January. 
Still,  industry  is  downshifting.  Output  rose 
by  0.8%  in  November  and  0.9%  in  Decem- 
ber. Industry  likely  used  85.6%  of  capacity 
last  month,  from  85.5%  of  January. 

BUSINESS  INVENTORIES 

Wednesday,  Mar,  15,  10  a.m.  ►  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  likely  rose  0.5%  in  January.  Facto- 
ries have  already  said  their  stock  levels 
jumped  1%.  Business  sales  probably  rose 
by  0.4%  in  January,  much  less  than  the 
1.3%  gain  posted  in  December. 


CONSUMER  PRICE  INDEX 

Thursday,  Mar.  16,  8:30  a.m.  ►  The  mms 
median  forecast  for  the  February  cpi  calls 
for  a  0.3%  rise  in  both  the  total  price  index 
and  the  core  rate,  which  excludes  food  and 
energy.  In  January,  the  total  index  inched 
up  0.3%,  while  the  core  rate  rose  0.4%. 

HOUSING  STARTS 

Thursday,  Mar.  16,  8:30  a.m.  ►  Housing 
starts  probably  bounced  back  to  an  annual 
rate  of  1.38  million  in  February,  after 
plunging  9.8%  in  January,  to  a  1.3  million 
pace.  Single-family  starts  dropped  12.3% 
for  the  month.  Even  so,  high  mortgage  rates 
mean  that  housing  will  continue  to  trend 
lower  as  1995  progresses. 


BUSINESS  WEEK  /  MARCH  20,  1995  125 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 

U.S.  Savings  Bonds 


Tlie  Cn-ut  .\mericaii  Investiiieni 

A  public  sefvice  of  this  publicalion 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  30 

Abbey  Healthcare 

Group  36 
Adobe  Systems  18 
Alcon  Laboratories  10 
American  Express  120 
America  Online  32,  120 
Amgen  100 
A  Pea  in  the  Pod  42 
Apple  Computer  33 
AST  Research  78 
AT&T  42,  78 
AT&T  Bell 

Laboratories  103 

B 


Banca  Cremi  52 
Banca  Union  52 
BankAmerica  53 
Bankers  Trust  54 
Banpais  52 
Barings  4, 46,  54 
Bausch  &  Lomb  4 
Bear  Stearns  110 
Berkshire  Hathaway  1 12 
Bezek 

Telecommunications  85 
Bobcat  42 
Brillstein-Grey 

Communications  34 
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nvestment  Figures  of  the  Week 


IMMENTARY 

jn  though  the  Dow  fell  below 
00,  stocks  staged  a  strong  per- 
mance  considering  the  near-col- 
ise  of  the  dollar,  ibm  hit  its  high- 
price  in  more  than  two  years, 
j  Disney  was  in  demand  after  it 
lounced  huge  sales  of  its  Lion 
^  home  video.  Oil  stocks  were 
the  rise,  too.  Bonds  were  down 
the  week,  but  rebounded 
jngly  on  Mar.  8  as  the  dollar 
meed  off  its  lows.  Stocks  could 
i  in  the  weeks  ahead.  Three  of 
four  technical  indicators  shown 
this  page  are  pointing  up. 


STOCKS 

Mar.  Sept. 


Mar    Mar.  2-8 


■  485 
483.14 


52-week  change 

+3.4% 


1  -week  change 

-0.5% 


IIARKET  ANALYSIS 


%  change 


..  STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

V  JONES  INDUSTRIALS 

3979.2 

-0.4 

3.3 

90-DAY  TREASURY  BILL  YIELD 

5.92% 

5.89% 

3.61% 

SIZE  COMPANIES  (S&P  MidCap  Index) 

177.6 

-0.6 

-1.9 

30-YEAR  TREASURY  BOND  YIELD 

7.54% 

7.44% 

6.84% 

ILL  COMPANIES  (Russell  2000) 

254.9 

-0.5 

-4.3 

S&P  500  DIVIDEND  YIELD 

2.74% 

2.67% 

2.47% 

COMPANIES  (Russell  3300) 

276.1 

-0.7 

2.0 

S&P  500  PRICE/EARNINGS  RATIO 

16.1 

16.2 

21.2 

REIGN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

463.1 
51.0% 
0.75 
0.80 

462.3 
55.0  %r 
0.75  r 
0.78 

Positive 
Neutral 
Positive 
Positive 

DON  (FINANCIAL  TIMES  100) 
YO  (NIKKEI  INDEX) 
ONTO  (TSE  COMPOSITE) 

2992.1 
16,621.3 
4136.0 

-1.6 
0.0 
1.3 

-7.8 
-16.2 
-6.9 

JJDUSTRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS 

iR-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  S2-week 

Price 

KSTRUMENTATION 

15.0 

31.2 

HEWLEH-PACKARD 

16.8 

34.1 

119% 

OLD  MINING 

14.9 

-6.2 

SANTA  FE  PACIFIC  GOLD 

36.1 

NA 

I2V4 

IL  EXPLORATION  AND  PRODUCTION 

7.1 

-15.5 

MAXUS  ENERGY 

50.0 

10.5 

5V4 

PECIALTY  PRINTING 

6.3 

0.3 

R.R.  DONNELLEY  &  SONS 

7.0 

10.5 

34  V4 

IL  WELL  EQUIPMENT  AND  SERVICES 

5.7 

3.5 

BAKER  HUGHES 

11.1 

6.7 

20 

IR-WEEK  LAGGARDS 

%  change 
4-week  S2-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

PECIALTY  RETAILERS 

-9.3 

-7.2 

LOWE'S 

-15.1 

-1.0 

32V8 

LUMINUM 

-6.7 

-3.7 

REYNOLDS  METALS 

-7.8 

-8.9 

47  V2 

LECTRIC  COMPANIES 

-6.1 

-11.2 

ENTERGY 

-12.4 

-36.3 

21V4 

EALTH  CARE  SERVICES 

-6.1 

0.1 

UNITED  HEALTHCARE 

-14.1 

4.5 

42 '4 

EPARTMENT  STORES 

-4.8 

-19.8 

MERCANTILE  STORES 

-10.6 

7.3 

40 'A 

UTUAL  FUNDS 


DERS 

LAGGARDS 

-week  total  return 

% 

Four-week  total  return 

% 

DELITY  SELECT  ELECTRONICS 

11.7 

WRIGHT  EQUIFUND-MEXICO  NATL.  FID.  EQTY. 

-28.8 

3VETT  SMALLER  COMPANIES 

9.1 

MORGAN  STANLEY  LATIN  AMERICAN  A 

-27.0 

HN  HANCOCK  GLOBAL  TECHNOLOGY  A 

8.5 

FIDELITY  LATIN  AMERICA 

-21.7 

'eek  total  return 

% 

52-week  total  return 

% 

BELITY  SELECT  HEALTH  CARE 

33.7 

MONITREND  GOLD 

-51.6 

)VETT  SMALLER  COMPANIES 

29.4 

FIDELITY  LATIN  AMERICA 

-47.8 

IIGMAN  COMMUNICATIONS  &  INFORM.  A 

28.7 

HERCULES  LATIN  AMERICAN  VALUE 

-a6.9 

I  S&P  500 


4-week  total  return 


Average  fund 
52-week  total  return 


LATIVE  PORTFOLIOS; 


I  ir  amounts  represent  the 
M  value  of  $10,000 
:ted  one  year  ago 
ich  portfolio 

entages  indicate 
day  total  returns 
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Foreign  stocks 

$10,744 

+2.95% 


#1 

U.S.  stocks 

$10,650 

-1.08% 


III! 


Money  market  fund 

$10,502 

+0.24% 


Gold 

$9,880 

+  1.49% 


Treasury  bonds 

$9,613 

-2.24% 


ta  on  this  page  are  as  of  market  close  Wednesday,  Mar.  8,  1995,  unless  other\«ise  indicat- 
dustry  groups  include  S&P  500  companies  only;  performance  and  sfiare  prices  are  as  of  mar- 


ket close  Mar.  7.  Mutual  fund  returns  are  as  of  Mar.  3.  Relative  portfolios  are  valued  as  of  Mar. 
7.  A  more  detailed  explanation  of  ttiis  page  is  available  on  request.  r=revised  NA=Not  available 
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Editorials 


WANT  TO  BOLSTER  THE  DOLLAR?  GOT  THE  DEFICH 


Welcome  to  America's  first  international  debt  crisis. 
It  may  look  like  a  plain  old  dollar  crisis,  with  the 
buck  plummeting  against  the  Japanese  yen  and 
the  German  mark,  setting  off  wild  currency  gyrations  in  Eu- 
rope and  bumping  up  the  price  of  gold  and  platinum.  But  it's 
much  worse  than  that. 

The  cold-war  legacy  of  gigantic  twin  towers  of  debt — 
from  never-ending  budget  and  trade  deficits — has  generated 
a  humongous  overhang  squashing  the  world's  financial  mar- 
kets, subverting  demand  for  dollar-denominated  securities 
and  dollars.  Congratulations,  America,  the  hot-money  folks 
who  send  trillions  around  the  world  every  day  have  just 
voted  to  make  the  U.  S.  part  of  the  global  debt  set,  along 
with  Brazil,  Canada,  Spain,  Sweden,  and,  of  course,  Mexico. 
The  current  dollar  crisis  is  just  the  first  taste  of  a  capital  boy- 
cott by  the  new  international  creditor  class.  If  the  U.  S. 
doesn't  act  quickly  and  appropriately,  we  just  may  be  looking 
at  the  start  of  the  next  recession,  or  worse. 

Oddly  enough,  the  economic  fundamentals  in  the  U.  S.  are 
quite  good.  Productivity  is  back  up,  the  nation  leads  in  tech- 
nology, inflation  is  low,  corporate  profits  are  zooming,  and  com- 
panies are  so  competitive  abroad  they  ai"e  chalking  up  record 
exports.  But  the  sins  of  the  past  have  gained  a  Ufe  of  their 
ovm.  There  are  now  triUions  of  dollars  of  outstanding  U.  S. 
debt,  much  of  it  owed  to  foreigners.  That  debt  is  compound- 
ing every  minute.  If  it  weren't  for  $203  billion  in  interest  paid 
on  the  federal  debt  in  1994,  the  budget  would  actually  have 
been  in  balance. 

NO  ROOM  FOR  "KILLER"  RATES  

Mexico  was  the  last  straw.  The  rescue  package,  a  feeble 
product  of  a  divided  government  in  Washington,  pushed  the 
dollar  over  the  edge.  To  the  hot-money  traders,  the  package 
appears  to  make  the  U.  S.  Mexico's  lender  of  last  resort,  re- 
sponsible for  that  coimtry's  huge  foreign  debt  as  well  as  its 
own.  Worse,  the  $20  biUion  in  U.  S.  financial  aid  comes  from 
the  Exchange  Stabilization  Fund — ^the  same  pool  the  Treasury 
traditionally  uses  to  support  the  dollar  in  cuiTency  markets. 
No  one  knows  now  how  much  is  available  to  battle  the  spec- 
ulators. To  the  foreign  exchange  markets,  the  whole  sad  en- 
tei-prise  smacks  of  the  "peso-ization"  of  the  dollar. 

The  currency  vigilantes  want  blood,  and  no  American  pol- 
icymaker should  doubt  that  the  U.  S.  will  have  to  give  it  to 
them,  one  way  or  another.  The  discipline  of  the  market  is  im- 
posing a  stark  choice:  cut  spending  or  raise  interest  rates. 
The  Federal  Reserve  can  impose  "killer"  interest  rates  that 
make  investing  in  U.  S.  government  debt  so  attractive  that 
foreigners  will  take  yet  another  chance  in  dollar-denominated 
securities.  But  with  the  economy  already  shovdng  signs  of 
slowing  dovim,  that  could  easily  kill  off  growth  entirely.  If 
there  is  anything  the  U.  S.  doesn't  need,  it  is  this  recipe  for 
joblessness. 

Better  to  tackle  the  twin  deficits.  However  maladroit  the 


balanced  budget  amendment  might  have  been  economically, 
had  the  virtue  of  being  persuasive.  It  was  a  constitution 
mandate  that  RepubUcans  wanted  for  pressuring  recalcitra 
legislators  to  cut  programs  favored  by  constituents.  That 
now  gone,  and  a  new  mandate  is  needed.  This  currency  cris 
should  be  seen  in  Washington  for  exactly  what  it  is — a  glob 
mandate  demanding  constraint  on  spending. 

THE  DEBT  GAME  IS  UP   

Unfortunately,  after  the  defeat  of  the  balanced  budgf 
amendment  in  the  Senate,  the  Republicans  appear  to  be  w|>. 
vering  on  spending  cuts.  With  Democrats  posturing  about  pr 
tecting  Social  Security  and  with  RepubUcans  worrying  abo 
losing  their  political  cover,  the  smart  money  in  Washington 
betting  that  little  progress  vnU  be  made  on  balancing  the  bu 
get  until  after  the  1996  Presidential  election. 

That  isn't  acceptable.  The  markets  won't  permit  it.  I 
stead  of  political  posturing,  Washington  politicians  shou 
level  with  the  voters.  The  worst  canard  being  perpetrated  1 
both  parties  is  that  middle-class  tax  cuts  are  needed.  Thi 
might  help  distressed  famiUes,  but  each  tax  dollar  cut  mak 
balancing  the  budget  harder  Despite  this,  both  Preside 
Clinton  and  House  Speaker  Newt  Gingrich  continue  to  proi 
ise  hundreds  of  bilUons  of  dollars  in  new  breaks.  I 

Truth  is,  the  government  simply  must  curb  its  largesM 
Spending  on  middle-class  entitlements  and  mandatory  pifc 
gi-ams  has  nearly  doubled  in  the  past  10  years.  More  than  hM 
the  $1.5  trillion  of  federal  spending  now  goes  to  fund  theP* 
programs.  More  and  more,  budget  deficits  are  caused  11 
high  interest  payments  to  service  past  debt  and  by  rising  paL 
ments  for  Medicare  and  Medicaid.  That  can't  continue.  TWt 
fee-for-service  luxury  of  Medicare  and  Medicaid  has  to  be  iMl 
placed  by  moving  the  elderly  and  needy  into  health-maintm 
nance  organizations  or  preferred-provider  organizations,  saH 
ing  nearly  $400  billion  over  a  period  of  seven  year 
Rationalizing  and  limiting  entitlement  programs  for  fan 
ers,  veterans,  business,  and  the  poor  can  save  hundreds  of  b 
lions  more. 

The  chronic  trade  deficit  must  be  confronted  as  well.  Dt 
ing  the  cold  war,  military  and  political  containment  of  comm 
nism  took  precedence  over  economic  affairs.  The  U.  S.  ran  t. 
most  open  of  economies,  acting  as  an  engine  of  growth  for  t' 
more  closed  nations  of  Europe  and  Asia.  With  the  end  of  t' 
cold  war,  it  is  no  longer  in  the  national  interest  to  accept  m( 
cantilism  anywhere  in  the  global  community.  Indeed,  tl 
structural  trade  deficit  that  the  U.  S.  runs  vdth  Japan  ai 
China  has  built  up  a  mountain  of  foreign  debt.  It  makes  tl 
U.  S.  dependent  on  capital  inflows  from  abroad — and  wint 
able  to  pressure  for  higher  interest  rates  and  slower  growl 
That's  what  the  current  dollar  crisis  is  all  about. 

The  dollar  crisis  demands  facing  hai-sh  tiTiths.  It  is  a  ma 
date  to  cut  America's  twin  deficits  and  begin  its  long  tr 
back  to  becoming  a  creditor  nation  once  again.  Carpe  diet  ^ 
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All  over  the  world,  Microsoft"  Office  is 
helping  drive  businesses  forw/ard  by  mal<- 
ing  it  easier  for  anyone  to  get  their  job 
done,  no  matter  what  that  job  might  be. 

By  seamlessly  bringing  together  top 
applications  like  Microsoft  Excel,  Word 
and  PowerPoint,  to  name  a  few.  Office 
gives  people  the  ability  to  find  the  best, 
most  productive  way  to  work. 

For  instance,  our  IntelliSense' technol- 
ogy can  walk  even  a  novice  user  through 
formerly  complex  tasks,  like  creating  a 
new  chart  or  graph,  with  one  of  our 
Wizards-helpful  step-by-step  guides  that 
actually  complete  the  job  for  you. 


No  wonder  Office  is  the  world's  best- 
selling  family  of  business  software.  Use 
it  alone  or  combine  it  with  the  networking 
and  information  management  tools  in 
Microsoft  BackOffice  to  give  everyone  in 
your  organization  the  power  to  contribute. 
The  power  to  share  information  and  ideas. 
The  power  to  move  your  business  forward. 

See  where  it  takes  them.  See  where  it 
takes  us  all. 

For  more  information  about  Office  call  1-800-881-9394,  dept.  ENT. 
(0^995  Microsoft  Corporation.  All  rigfits  reserved.  Microsoft  Office 
Professional,  sfiown  here,  includes  Microsoft  Excel,  Word,  PowerPoint 
presentation  graphics  program,  Microsoft  Access  and  a  workstation 
license  for  Microsoft  Mail  (server  and  software  must  be  acquired 
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portation  Com- 
mittee Chairman 
Bud  Shuster's 
district  in  Penn- 
1^  sylvania.  Then 
there's  Interior 
Appropriations 
Chairman  Ralph 
Regula's  $2  mil- 
lion Route  30 
extension  in  cen- 
tral Ohio.  And 
Democrat-basher 
Jim  Nussle  (R- 
lowa),  bagged  a 
$9.4  million  highway  bypass 
for  Mason  City. 

The  GOP-led  Ai-izona  dele- 
gation gets  a  present:  The 
House  Appropriations  nation- 
al security  subcommittee  pro- 
tected $72  million  for  six 
Apache  helicopters  the  Army 
never  asked  for.  They  are 
built  by  McDonnell  Douglas 
in  the  state.  Appropriations 
Committee  Chainnan  Bob  Li- 
vingston (R-La.)  saved  some 
$;38  million  in  home-state  pro- 
jects, including  $15  million  for 
a  new  bioenvironmental  re- 
search building  at  his  alma 
mater,  Tulane.  The  Republi- 
cans vow  that  all  the  pork 
will  go  eventually.  Just  not 
now.      Richard  S.  Dunham. 


PROTECTED:  Arizona  kept  it.s  choppers 


CAPITAL  OFFENSES 

PORK  IS  IN  THE  EYE 
OF  THE  BEHOLDER 

REPUBLICANS  ARE  LOPPING 

off  the  pork,  right?  Although 
they  loudly  complained  about 
sj^ending  habits  of  Democrat- 
ic CongTesses,  the  cop's  rise 
to  power  on  Capitol  Hill  has- 
n't changed  some  things. 

So  far,  House  Republicans 
have  pushed  through  trims 
for  antipoverty  programs. 
Surviving  are  nearly  $2  bil- 
lion in  highway  projects  for 
well-connected  members  only, 
many  of  them  Republicans. 
Five  projects  totaling  $56 
million  are  for  House  Trans- 


MAD  AVE 


NEWT  SWINGS  AT  SOCIALISTS;  MISSES 


SORRY,    NEWT.  BOYCOTTING 

"socialist"  newspapers  is  a 
nonstarter  for  advertisers. 
Speaker  Newt  Gingrich  (R- 
Ga.)  recently  ex- 
horted companies 
to  pull  ads  from 
jiapers  whose  edi- 
torial policies  they 
dislike.  Many  edi- 
torial boards,  he 
said,  contain  "so- 
cialists," the  "mor- 
tal enemy"  of  the 
GOP  agenda. 
But  this  call  to  arms  has 
little  resonance,  according  to 
a  survey  by  BUSINESS  week 
of  a  dozen  or  so  large  adver- 


tisers. None  would  pull  ads. 

Most  echoed  the  spokes- 
man for  brewer  Adolph 
Coors,  whose  controlling  fam- 
ily is  staunchly  conservative: 
"What  we're  concerned  about 
is  demographics,  primarily 
men  21  to  34."  A  top  ad  exec 
at  Sears,  the  biggest  U.  S. 
newspaper  advertiser,  said: 
"With  our  large  customer 
base,  we  can't  second-guess 
our  customers'  political 
views."  One  Boston  ad  exec 
said:  "If  we  based  our  deci- 
sions on  100%  agreement 
with  editorial  content,  our 
clients  wouldn't  advertise 
anywhere."     Michael  Oneal 




TALK  SHOW  til've  got  to  put  that  stuff  aside  and  just  do  jfi  | 
myjob.5? 

— Newly  named  Procter  &  Gamble  ceo  John  Pepper,  passed  over 
for  the  job  in  1989  amid  talk  he  couldn 't  make  tough  decisions    it  i 


AFTERLIVES 

AN  OLD  WAR  HORSE 
CHARGES  BILL  GATES 

RAY  NOORDA  VS.  MICROSOFT, 

Round  Two.  At  least  that's 
what  the  former  Novell  CEO's 
new  venture  looks  like.  Be- 
fore he  retired  last  year  from 
the  network  software  leader 
that  he  founded, 
Noorda  went  after 
giant  Microsoft's 
dominant  desktop 
operating  systems, 
DOS  and  Windows. 
He  bought  compa- 
nies that  produced 
a  DOS  clone  and  a 
version  of  the 
Unix  operating 
system.  Noorda's 
successor  at  Nov- 
ell, Robert  Fran- 
kenberg,  though,  has  backed 
off  that  strategy. 

So  Noorda,  70,  recently 
started  Caldera,  which  plans 
to  piece  together-  an  operat- 
ing system  for  desktop  com- 


NOORDA:  Round  Two 


puters.  Funded  by  his  fami 
trust,  the  Orem  (Utah)  cor 
pany  is  based  on  an  opei"atirjj!* 
system  called  Linux,  devasi 
oped  in  Finland.  Linux  |ii 
available  for  free  over  tip 
Inter-net,  wher'e  Net  surfep 
keep  adding  new  featur-es.  |i 
Caldera  President  BryajS 
Sparks  denies  that  this  w^i 
compete  directly  with  Micrf! 

soft,  but  he  coty. 
firms  that  l|; 
wants  to  turn 
into  a  commerci. 
program  by  en 
bling  it  to  ru| 
Windows  applic; 
tions.  How?  By  a 
taching  to  Linuj 
Microsoft's  applic; 
tions  progr-ammin 
interface  (api), 
set  of  specificf 
tions  in  the  publ 
domain.  This  will  allow  Linu 
to  communicate  with  all  pn 
grams  written  for  Window:! 
Noorda  won't  comment  on  h; 
involvement  v/ith  the  nei 
company.      Richard  Brano. 


THE  LIST  BIOTECH:  STILL  SICK 


Biotech  just  can't 
heal  itself.  Last  fall 
Fidelity  Invest- 
ment's Select  Bio- 
technology Fund 
Manager  Karen  Fire 
stone  said  there 
could  be  a  rebound 
if  news  on  nine 
products  in  devel- 
opment  was  mostly  good 
Well,  six  months  later, 


BLOOD  COUNT: 

Many  failures 


Affyma 
bought 


progress  has  been 
mixed.  The  Ameri- 
can Stock  Exchange 
Biotech  Index  is 
38%  off  its  1994 
high.  Firestone's 
own  fund  is  up  a 
solid  8%  for  this 
year,  thanks  to  bets 
on  such  outfits  as 
X  and  Chiron,  both 
by  big  drug  concerns. 


BELLWETHER  BIOTECHNOLOGY  COMPANIES 

Company  :  Outlook    \  Comment 


CENTOCOR 


NO.  AM.  VACCINE 


UNIVAX 


BIOGEN 


COR 


CELLPRO 


CELTRIX 


TELIOS 


Positive 


Positive 


Positive 


Mixed 


Neutral 


Negative 


Negative 


Negative 


Won  approval  to  sell  blood-clot  preventer 


New  DTP  vaccine  looking  good  on  tests 


Blood  disorder  treatment  looks  good 


Beta  interferon  looks  good;  anticoagu- 
lant drug  failed 


Awaiting  post-heart-attack  drug  data 


FDA  questions  bone-marrow  treatment 


Eye  treatment  failed 


Wound-healing  product  failed  tests 


DATA;  BUSINESS  WEEK 
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"The  mantra  for  the  long-term  in 
should  be:  stocks,  stocks,  stock 


-Kiplinger's  Personal  Finance  Magazine 


An  IRA  is  a  long-term  retirement  investment. 

If  you  avoid  the  stock  market  because  of  its  current 
volatility,  you  are  making  a  short-term  decision. 

Month  to  month,  stocks  go  up  and  down.  Generally, 
over  the  long  term,  they  have  produced  positive  returns. 
If  you  plan  to  retire  10,  20,  or  30  years  from  now,  it 
makes  unquestionable  financial  sense  to  invest  your  IRA 
dollars  in  a  Janus  Fund.  (Ten  funds  to  choose  from,  each 
with  a  different  investment  goal.) 

Another  example  of  short-term  thinking?  Scrambling  in 
April  to  find  $2,000. 

If  you  plan  to  contribute  each  year,  why  not  start 
a  monthly  investment  program  that  adds  up  to  $2,000? 
(Or  however  much  you  want  to  invest.)  At  Janus,  you  can 
open  an  IRA  with  just  $50  a  month.  The  money  is  automat- 
ically transferred  from  your  bank  account  or  paycheck  to 
your  Janus  IRA.  That  kind  of  long-term  thinking  makes 

i nvesti ng  simple.  

Call  ^^^^^^^^^^^^^^^^^^^^  for  a  free  Janus 
IRA  Kit.   It  includes  fund  descriptions,  an  application, 
and  a  prospectus. 

Invest  for  the  long  term.  Invest  with  Janus. 


Janus  Funds  are  no-load  mutual  funds.  A 
plan  of  regular  investing  does  not  assure 
a  profit  or  protect  against  depreciation 
in  a  declining  market,  Funds  distributed 
by  Janus  Distributors,  Inc.  Member  NASD. 


Call  for  a  prospectus  containing  more  complete 
information,  including  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money. 


H,  JANUSi 
FUNDS; 

[  $17  billion  in  assets}' 


Up  Front 


DRESS  CODES 

THE  LAND  OF  THE 
RISING  EYEBROW 

THE  NEW  CASUAL  DRESS  CODE 

at  IBM  is  no  hit  in  Corpoi-ate 
Japan,  where  traditional 
business  suits  are  expected. 
When  Vice-President  Tat- 
suyuki  Saeki  of  ibm  Japan 
appeared  before  the  press  in 


TOKYO:  Life  yet  for  the  old  IBM  image 


a  sweater  and  slacks  recent- 
ly, commentators  raised  eye- 
brows. After  Saeki  approved 
relaxed  sartorial  rales  for  his 
personal-computer  division  in 
January,  fellow  ibm  Japan 


units  didn't  following  suit. 

Ditto  other  companies. 
Casual  wear,  once  anathema 
at  Big  Blue,  is  still  a  heresy 
among  the  Japanese,  to 
whom  appearance  (taternae) 
is  paramount.  "In  the  U.  S., 
the  blue-suit  image  was  a 
drag  on  us,"  says  an  ibm  Asia 
spokesman.  "But  here,  no  one 
ridicules  the  blue  suit.  You'd 
be  laughing  at  the  entire  na- 
tion." Even  plum- 
bers don  ties  to 
commute,  then 
switch  to  work 
clothes. 

While  at  game- 
software  compa- 
nies and  research 
centers,  dressing 
<;lown  is  accepted. 
But  even  their 
techies  are  ex- 
pected to  spiff  up 
when  they're  out 
and  about.  A  newscaster  once 
tweaked  a  visiting  Bill  Gates 
by  pulling  up  the  billionaire's 
pants  leg  on  camera  to  re- 
veal threadbare  socks  and 
scuffed  shoes.  Edith  Updike 


COLLECTOMANIA 


OLYMPIC  PINS:  ONLY  100  TO  A  CUSTOMER 


ARE  THERE  TOO  MANY  OLYMPIC 

collectibles?  Producers  are 
cranking  out  official  1996 
Olympic  lapel  pins,  which 
now  range  in  price  from  .$5 
to  $100,  depending  on  design 
and  workmanship. 
Collectors  fret 
that  supply  will  be 
so  abundant  that 
the  pins'  cachet — 
and  value — will 
sink.  Gripes  Don- 
ald Bigsby,  presi- 
dent of  the  Olym- 
p  i  n  Collectors 
Club:  "You  can't 
mass-produce  col- 
lectibles." 

They  blame  the 
Atlanta  Committee  for  the 
Olympic  Games  (acog)  for  li- 
censing four  pin  companies, 
charging  as  much  as  $3.5 
million  each,  then  setting  no 
cap  on  production  numbers. 


ATLANTA 

Mass-pro- 


High  license  fees,  say  crit- 
ics, mean  that  the  licensees 
must  crank  out  the  pins  to 
make  back  their  money.  Pins 
have  been  the  leading  Olym- 
pic collectible  item  since  the 
1980  Lake  Placid 
Winter  Games. 

But  ACOG  and  the 
jjroducei's  believe  the 
demand  exists  for 
more  pins,  whose 
motifs  include  eveiy- 
thing  fi'om  the  tracli- 
tional  five  rings 
to  the  Olympics 
'96  mascot — a  blob 
named  Izzy.  "We're 
creating  collectors," 
says  Brad  Shuman, 
president  of  San  Diego  pro- 
ducer Imprinted  Products. 
Impi'inted  is  making  50  mil- 
hon  pins  for  this  Olympics — 
almost  three  times  the  previ- 
ous i-ecord.    David  Greising 


BAUBLE: 

duced 


DRAWN  &  QUARTERED 


.1 

/  * 

NO  OFFENSE, 
^V\lGO,  But  bo 

VOU"^^lNKIQ0ULb 
mVE  IT  IN 


THE  DEAL  MILL 

ONE  BANK'S  GIRTH 
IS  ANOTHER'S  MIRTH 

it's  down  and  dirty  time  in 
the  genteel  world  of  banking. 
Boston-based  us  Trust  (as- 
sets: $2  billion)  has  launched 
TV  ads  mocking  the  pending 
merger  of  Fleet  and  Shaw- 
mut  (combined 
assets:  $81 
billion). 

Now  airing 
across  New 
England,  the 
ads  show  two 
overfed  bank- 
ers listening  to 
a  loan  applicant.  The  voice- 
over  asks:  "Now  that  they 
have  twice  the  assets,  will 
they  sit  on  your  loan  twice 
as  long?"  The  bench  under 
the  bankers  cracks.  The  big 
bank,  which  will  be  the  na- 


tion's ninth-largest,  is  n 
amused.  "It  doesn't  perta 
to  the  way  we  do  business] 
a  spokesman  says. 

Negative  ads  ai'e  a  rarilj 
among  banks,  except  when 
new  behemoth  rival  is  forrj 
ing.  US  Trust  had  an  identic; 
print  ad  in  1987  involving! 
Bank  of  New  England  acqv 
sition.  After  Bank  of  Americ 


A. 


NOWTHATTHE  BIG  BANI 
OF  BOSTON  HAVE  TWICE  THEy! 
NFiLLrHEYSrrON  YOUR  LCI 
'mCEASU)NG? 


i 


BLOATED?  US  Trust  jousts  with  giants 


and  Security  Pacific  meri^ 
in  1992,  small  Redlands  Fe 
eral  Bank  ran  an  ad  about 
teller  line  so  long  it  had 
sign  warning  that  the  "w 
is  45  minutes  from  th 
point."  Geoffrey  Smi 


THE  BIG  PICTURE 


FOREIGN  INVESTMENTS  BECKON 


20   

AMOUNT  RAISED  BY  FOREIGN 
COMPANIES  PER  YEAR 


■91        92  '93 
▲  BILLIONS  OF  DOLLARS 
DATA  CITIBANK 


Foreign-company  investments 
were  popular  among  diversity- 
minded  American  investors 
last  year.  Witness  the  surge 
in  American  Depositary 
Receipts — foreign  securities 
sold  on  U.S.  exchanges.  But 
the  biggest  increase  is  in 
private  placements  with  Am- 
erican institutions  following 
a  1990  loosening  of  federal 
regs.  Most  popular  region  in 
1994  for  U.S.  investors: 
Asia.  Least:  Latin  America. 


FOOTNOTES  Average  number  of  servings  of  fat,  oils,  and  sweets  Americans  think  they  eat  daily:  1 .96.  Actual  number  eaten:  3. 
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't  does  everything  your  workstation  isn't  powerful 
enough  to  do.  Everything  you  always  wanted  to  do, 
if  only  you  had  the  hardware.  And  does  it  at  a 
fraction  of  the  cost  of  a  traditional  supercomputer. 

It's  the  new,  affordable  Cflay  J90,  with  prices 
starting  at  $225,000  and  performance  scaling  up  to 
6.4  gigaflops  of  power,  8  gigabytes  of  memory  and  a 
51.2  gigabytes  per  second  memory  bandwidth. 

For  everybody  who  does  simulation,  there  is 
no  substitute  for  owning  your  own  Cray. 

Find  out  more  about  the  affordable  Cray  J90 
supercomputer.  Call  us  today  1-800-289-CRAY.  Email 
us  at  craymfoOcraycom.  Or  find  us  on  the  world- 
wide web  at  http://www.craycom/ 


A  STICK  IS  NO  LONGER  REQUIRED  TO 
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©1995  BMW  Qf  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered. 


THEMSAUTOMATia 

There  is  a  popular  notion  (albeit  misconceived) 
that  a  sports  car  must,  by  definition,  contain  a  manual 
stick  shift  and  clutch  pedal. 

That  only  the  deft  coordination  of  left  foot  and 
right  hand  can  land  you  in  the  presence  of  that  divinity 
who  presides  over  the  open  road. 

That  anyone  who  would  think  of  merely  shifting 
into  the  "D"position  and  letting  the  car  do  the  work 
must  somehow  be  deprived,  never  having  known  the 
true  joy  of  driving. 

Needless  to  say,  we'd  like  to  suggest  otherwise. 
And  our  reason  for  doing  so  is  the  new  M3  Automatic. 
Stablemate  to  the  car  Automobile  magazine  honored 
with  its  1995  Automobile  of  the  Year  award. 

Indeed,  there  was  no  shortage  of  accolades  for 
last  year's  M3.  It  made  Car  and  Driver's  1995  Ten  Best 
list.  Motor  Trend's  ranking  of  the  Top  Ten  Fun  Cars  and 
it  recently  won  MotorWeek's  Drivers'  Choice  Award  for 
Best  Performance  Car 

In  the  realm  of  quotable  praise,  Eurosport  Car 
may  have  said  it  best  when  they  wrote,"This  car  would 
be  an  absolute  joy  to  drive  on  a  daily  basis." 

And  here,  perhaps,  is  one  of  the  many  pleasures 
of  owning  an  automobile  like  the  BMW  M3.  It  is  truly  a 
car  for  driving  every  day  Whether  equipped  with  the 
manual  transmission  Car  and  Driver  called  "effortless," 
or  the  optional  5-speed  automatic. 

A  gear  box  specifically  engineered  to  suit  the  high 
performance  character  of  the  M3,  our  automatic  was 
designed  to  give  you  the  feel  of  a  manual.  Shifting 
is  crisp  and  immediate,  without  the  lag  you'd  normally 
expect  in  such  a  transmission. 

A  simple  tap  of  your  foot  on  the  accelerator  is  all 
that's  required  to  experience  the  eager  response  and 
exhilarating  quickness  that  have  already  made  the  M3 
a  legend  in  the  automotive  world. 

Which  brings  us  to  its  brilliant  240-horsepower, 
six-cylinder  DOHC  power  plant.  Specially  tuned  by  our 
Motorsport  Division  engineers  to  match  ideally  with 
the  new  automatic  transmission,  it  delivers  high  torque 
at  the  low  end,  for  strong  pick-up  at  slower  speeds. 

An  abundance  of  power  at  the  high  end  means 
you  can  accelerate  from  zero  to  sixty  miles  per  hour  in 
a  mere  6.9  ticks  on  the  clock. 

Equally  impressive,  the  M3's  massive,  ventilated 
ABS  brakes  can  have  you  back  to  zero  in  just  under 
three  seconds. 

A  firm  sports  suspension,  variable-assist  power 
steering  and  low-profile  17-inch  wheels  join  forces  with 
our  engine/transmission  package,  providing  a  direct  feel 
for  the  road  like  only  a  BMW  can. 

And  lest  you  imagine  all  this  performance  arrives 
at  the  expense  of  comfort,  be  advised  that  the  M3's 
interior  is  well  appointed  with  amenities.  A  micro-filter 
ventilation  system,  powerful  stereo  and  multi-adjusting 
sport  seats  are  all  standard. 

The  result,  to  put  it  briefly  is  a  driving  experience 
you'll  be  hard  pressed  to  forget. 

Call  1-800-334-4BMW  to  learn  more  about  the 
new  M3  Automatic.  A  sports  car  engineered  not  just  to 
move  you  quickly  but  to  move  you  deeply 

THE  ULTIMATE  DRIVING  MACHINE. 


The  hammer  cost  $17  Their  time  cost  $100. 


We  all  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high- 
often  higher  than  the  cost  of  the  item  itself. 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact,  we're  already 
doing  it  for  two  thirds  of  the  Fortune  100.  How?  Here  are  some  examples: 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to 
replace  hundreds  of  suppliers  with  just  one. 

With  our  sophisticated  systems,  we  get  your  orders  to  you  fast-and  error-free. 

We  can  even  help  you  restructure  your  entire  purchasing  process  to  make  it  more 
cost-effective.  And  make  your  people  more  productive. 

Maybe  you  should  take  advantage  of  our  experience  and 
capabilities  to  make  the  next  step  in  your  cost  reduction 
programs.  Call:  1-800-905-3338  ext.  1389. 


GRAINGER 


A  Division  of  W.  W.  Grainger,  Inc. 
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Readers  Report 


MAYBE  IT  ISN'T 
SUCH  A  PARADOX 


Congi'atulations  on  your  excellent  and 
thought-provoking  stoiy  "The  Technolo- 
gy Paradox"  (Cover  Story,  Mar.  6).  Youi' 
article  describes  market  events  that 
would  be  predicted  by  an  economic  the- 
ory knovm  as  "increasing  returns"  eco- 
nomics. This  theory,  pioneered  by  Stan- 
ford University  professor  Brian  Arthiu^, 
is  associated  with  the  broader  discipline 
of  complexity  theory.  Increasing-returns 
economics  predicts  the  seeming  para- 
dox of  rational  companies  "giving  away" 
new  products  and  services.  A  quote 
ffom  Arthur  in  M.  Mitchell  Waldrop's 
1992  book,  Complexity,  describes  the 
motive:  "Once  a  new  technology  starts 
opening  up  new  niches  for  goods  and 
services,  the  people  who  fill  those  nich- 
es have  every  incentive  to  help  that 
technology  grow  and  prosper."  The 
"hockey  stick"  growth  patterns  of  online 
services  described  in  your  article  have 
been  fueled  by  the  support  of  ancillary 
businesses  (such  as  business  week), 
which  have  an  incentive  to  see  them 
reach  as  many  consumers  as  possible. 

Moreover,  increasing-returns  econom- 
ics also  predicts  that  enti-enched  technol- 
ogies are  only  supplanted  by  technolo- 
gies that  offer  radical  improvements  to 
new  adopters.  Marginal  improvements 
will  not  displace  leading  technologies 
that  have  been  locked  in  by  the  sheer 
mass  of  the  market  for  ancillary  goods 
and  services. 

Timothy  Breed  Jenkins 
Edmonds,  Wash. 
UWHuskyFan@aol.com 

THE  BUDGET  AMENDMENT: 
WHAT  HANGS  IN  THE  BALANCE? 

I,  too,  object  to  the  balanced  budget 
amendment,  but  for  reasons  that  are 
different  than  those  you  expound  in 
"The  wrong  way  to  balance  the  budget" 
(News:  Analysis  &  Commentai-y,  Mar 
6).  At  best,  the  balanced  budget  amend- 
ment nmtm-es  the  in-esponsibilities  that 
have  led  to  the  large  debt.  At  worst,  it 
seems  likely,  based  on  histoi-y,  that  it 
will  allow  our  legislators  to  become  even 


more  deceptive.  I  hope  that  the  recent 
switch  to  a  Republican  majority  is  but  a 
preview  of  what  can  happen  if  legislators 
fail  to  make  the  hard  but  necessary 
choices  to  bring  the  debt  down. 

Gai-y  D.  Jones 
Belvidere,  111. 

Quit  your  complaining,  business 
week!  The  balanced  budget  amendment 
will  accomplish  what  the  Civil  Wai-  failed 
to  do:  break  up  the  U.  S.  into  more  logi- 
cally related  regions.  Right  now  the  fed- 
eral government,  which  we  all  profess 
to  hate,  is  a  magic  money  machine.  I 
put  in  $1,  and  I  get  back  $1.20  in  goods 
and  sei*vices.  A  balanced  budget  amend- 
ment that  works  wiU  change  this  to  $1  in 
and  $1  back.  To  most  people,  it  will  feel 
like  a  poorly  working  government. 

This  realization  vrill  break  up  coerced 
membership  in  a  strong  federal  govern- 
ment and  foster  various  "common  inter- 
ests" regions.  For  example,  the  South 
will  be  able  to  evolve  into  a  theocracy 
bent  on  being  the  world's  policeman.  The 
Northeast  and  West  Coast  can  evolve 
into  efficient  world  merchants  and  the 
Midwest  an  efficient  natiu~al-resource  and 
food  supplier.  Then  the  New  World  Or- 
der ti-ansfomiation  will  be  complete,  and 
the  world  will  consist  of  small,  natural, 
logical  states  intricately  tied  together-  in 
mutually  beneficial  associations. 

Briice  Hoglund 
Redstone  Ar-senal,  Ala. 

FINESSING  THE  STEEL  SLUGFEST 
WITHA'MINIGRATED'  MILL 

Your  article  "The  brutal  br-awl  ahead 
in  steel"  (Industries,  Mar  13)  correctly 
identifies  the  intense  competition  that 
new  flat-rolled  minimills  will  face  but  it 
incorTectly  lists  Acme  Metals  as  one  of 
the  companies  building  a  minimill. 

Our-  pr-oject,  which  will  be  completed 
in  the  second  half  of  1996,  is  a  unique  hy- 
brid, the  world's  fu*st  "minigrated"  steel 
plant.  We  are  remaining  an  integr-ated 
steel  prtxlucer,  with  all  the  inherent  qual- 
ity advantages,  but  we  ar'e  mari-ying  oiu- 
existing  integr"ated  steelmaking  opera- 
tions with  a  significantly  enhanced  ver- 
sion of  the  low-cost,  high-quality  steel- 
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think 

■you  can  retire 
on  Social  Security, 
you've  reached  this  page 

just  in  time. 


You  work  all  those 
years  and  pay  st)  much  in 
taxes.  At  least  one  day 
you'll  get  to  collect  on 
what  you've  contrihuted. 
Or  so  you  think. 

Curretitly,  3.4* 
workers  are  contrih- 
uting  to  Social 
Security  tor  each 
retiree  collecting 
benefits.  When  today's 
30-year'olds  retire, 
there  will  he  less  than  two 
workers  per  beneficiary! 

Social  Security  alone 
may  not  provide  you  with 
the  standard  of  living  to 
which  you're  accustomed. 


So  how  can  you  pre- 
pare for  a  more  secure 
retirement? 

Send  for  a  free  copy 
of  Twentieth  Century's 
guide,  The  New 
Retirement  Realities: 
Strategies  for  a  More 
Secure  Future,  and  a 
ctimplete  IRA  plan- 
ning kit.  You'll  learn 
new  ways  that  may  help 
you  adjust  your  strategy  to 
better  prepare  for  the  future. 
Plus,  you'll  discover  the 
many  benefits  ot  adding  an 
IRA  to  your  retirement  plan. 

There's  still  time! 
CaU  1-800-345-2021 
today. 


iri  64141-6200  ^1 


P.O  Bcix  4U)L'(I0  •  Kansas  Cily.  Missouri 

Please  Rush  Me  A  Free  Copy  Of 
The  Neiv  Retirement  Realities  And  IRA  Kit  Today! 

Name 

Twentieth  Century  Shareholder?    □  Yes    □  No 


Address 


Citv 

BSW 


Zip 


*  I9'M  Soci.ii  Sfciincy  Annu.il  Trustees'  Report 

The  IRA  Kit  contains  a  prospectus  with  more  complete  information,  inclodinH  charges 
and  expenses.  Please  read  the  pro.spectus  carefully  hefore  investing. 
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CORRECTIONS  &GURiFICATiONS  1 

"Will  lasers  blast  through  the  data  bottle- 
neck?" (Developments  to  Watch,  Feb.  20) 
should  have  identified  ThermoTrex  Corp.,  a 
subsidiary  of  Thermo  Electron  Corp.,  as  the' 
company  working  on  ways  to  enable  satel- 
lites to  carry  more  data.  Also,  ThermoTrex 
says  McCaw  Cellular  Communications  inc. 
is  not  one  of  the  companies  ThermoTrex  iS; 
talking  to  about  adding  laser  capabilitiesi 
to  their  satellites.  i; 


finishing  operations  developed  by  SM 
Schloemann- Siemag. 

Brian  W.  H.  Marsde  ; 
Chairman  &  Chief  Executiv  j 
Acme  Metals  In( 
Riverdale,  Ily 

LEVI  STRAUSS  IS  NO 
HIGH-TECH  LAGGARD  

I  am  compelled  to  comment  on  "Jus:^ 
get  it  to  the  stores  on  time"  (The  Corpc 
ration,  Mar.  6).  While  I  certainly  sai 
the  positive  things  about  VF  Corp.  at 
tiibuted  to  me,  I  must  protest  the  neg£ 
five  comments  about  Levi  Strauss  &  C( 
Levi  has  been  veiy,  veiy  aggressive  ii 
its  application  of  technology  to  bette 
sei"ve  our  stores  and  oiu'  mutual  custom 
ers.  Yoiu-  article  unfairly  impugns  Lev 
and  I  want  to  state  emphatically  tha 
Levi  is  an  aggressive,  innovative,  an( 
highly  valued  supplier  of  oiu-s.  We  consid 
er  it  a  leader  in  retail  technology. 

Tom  CoL 
President  &  CE( 
Federated  Logistic 
Federated  Department  Stores  Inc 
Secaucus,  N.J 
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DRIVING  LESSONS,  WHARTON  STYLE. 


Wharton's  George  Day  coined  the  term 
"market-driven  strategy,"  used  today 
hy  companies  worldwide. 


1^ 


To  successfully  drive  your  business,  you  have  to  be 
competitively  focused  and  customer  focused,  it's  a 
lesson  too  many  people  forget. 

Not  George  Day,  Wharton  marketing  professor.  He 
introduced  "market-driven  strategy"  to  the  business 
vocabulary.  It's  one  of  the  many  innovative  ideas  that 
have  been  developed  by  our  world-class  faculty. 

As  the  oldest  business  school  in  the  world,  Wharton 
has  been  at  the  frontier  in  finance,  international 
business,  management,  strategy  and  marketing.  Driven 
by  a  faculty  with  unparalleled  depth  and  breadth,  the 


School  is  helping  many  organizations  negotiate  the 
tricky  turns  of  global  business  in  the  1990's. 

This  rich  tradition  of  innovation  is  the  foundation  for 
our  executive  education  programs,  which  incorporate  a 
unique  blend  of  scholarly  excellence  and  real-world 
pragmatism.  These  insightful,  dynamic  courses  offer 
business  people  the  opportunity  to  refocus  and  refuel. 

Are  you  running  low  on  new  ideas  to  drive  your 
business?  Come  to  Wharton  Executive  Education.  Then 
put  what  you  learn  into  action  and  watch  your  company 
pull  away  from  the  field. 


□  Competitive  Marketing  Sti^tegy 

May  21  -  26,  1995  •  December  3  -  8,  1995 

□  Managing  Teclinology  tind  Innovation 
June  18-23,  1995  •  November  12-17,  1995 

□  Industiial  Marketing  Sh^tegy 
November  26  -  December  1,  1995 

□  New  Product  Development  and  Introduction 
April  30  -  May  5,  1995  •  October  8  - 13,  1995 

□  Mergers  and  Acquisitions 

June  11  -  16,  1995  •  November  12  - 17,  1995 

□  Managing  Orgeuiizational  Cliange 

June  25  -  30,  1995  •  December  3  -  8,  1995 

Call  today  for  a  complete  catalog  listing  over  thirty  different  courses  in  finance,  management,  strategy 
and  marketing:  1-800-255-EXEC,  ext.  1506. 

UMiarton 

The  Wharton  School 
qi  the  University  of  Pennsylvania 

Wharton  Executive  Education 


Aresty  Institute  of  Executive  Education  •  255  South  38th  Street  •  Philadelphia,  PA  19104-6359 
1-800-255-EXEC  ext.  1506  •  (215)  898-1776  ext.  1506  •  FAX  Attn:  Dept.  1506  (215)  386-4304 


Certainly  your  next  flash  of  genius 
will  have  everyone  reaching  for  their 
RayBans.  But  getting  this  brilliance  to 
market  before  it's  just  another  dim  bulb 
requires  a  catalyst. 

LSI  Logic's  CoreWare®  is  that  cat- 
alyst. Sony  Computer  Entertainment, 
Hevi^lett-Packard,  and  RCA/Thomson 
Consumer  Electronics  all  took  advan- 
tage of  our  CoreWare  to  turn  brilliant 
ideas  into  marketable  genius. 

CoreWare  methodology  enables 
you  to  quickly  stitch  your  proprietary, 
product-difterentiating  logic  together 
with  industry-standard  architectural 
cores  like  MPEG2,  SeriaLink,"  and 
ATM.  All  optimized  lor  your  specific 
application  into  a  system  on  a  chip. 

Understanding  CoreWare's  cost- 
effective  impact  on  your  idea's  timely 
development  does  not  take  a  genius. 
It  takes  a  phone  call.  1-800-574-4286 
dept.  J82  or  email:  info@lsil.com. 


LSI 


LOGIC 


It  Takes  Two  To  Make  One  Of  A  Kind 


.'J995  LSI  Loylc  CwporaDan.  Coreware  arrf  the  LSI  Logic  logo  design  me  reoislOfed  Irademarkf,  o(  LSI  Logic  Corpoiallon-  All  olhet  brands  antJ  producl  names  may  be  Iiademarks  ol  iheii  fesf)edtve  companies 
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THE  WORLD  IN  2020 
Power,  Culture  and  Prosperity 

By  Hamish  McRae 

Harvard  Business  School  •  302pp  •  $24.95 


A  LESS-THAN-PERFECT 
VISION  OF  2020 


With  the  approach  of  the  mil- 
lennium, forecasting  the  start 
of  the  21st  century  has  be- 
come a  growth  industry  for  pundits, 
economists,  journalists,  and  politicians. 
Not  surprisingly,  views  diverge  widely. 
Newt  Gingi-ich  hails  Future  Shock  au- 
thor Alvin  Toffler  and  his  Third  Wave 
theory  of  a  global  infonnation  society. 
Paul  R.  Krugman,  an  iconoclastic  Stan- 
ford University  economist,  argues  that 
Asia's  success  is  oveiTat- 
ed  and  scorns  predictions 
of  a  "Pacific  Century." 
This  magazine,  in  a  spe- 
cial issue  last  November, 
suggested  a  21st  centui-y 
economy  so  networked 
and  borderless  that 
skilled,  highly  trained 
professionals  fi'om  many 
nations  will  create  a  new 
international  class. 

Hamish  McRae,  a  Brit- 
ish joumahst,  now  sei'ves 
up  a  stolid,  middlebrow 
view.  McRae  doesn't  en- 
vision the  end  of  the  na- 
tion-state or  the  triumph  of  techiin-inili 
vidualism.  But  he  does  see  a  huge 
dilution  of  national  power  as  economic 
and  technological  changes  sweep  goods 
and  people  across  borders  and  subsume 
the  political  class  into  loose  regional 
government  confederations  with  Hmit- 
ed  authority  to  direct  or  coirect  change. 

In  McRae's  vision,  there  will  still  be 
three  major  spheres  of  influence:  North 
America,  Europe,  and  Japan  with  Asia. 
But  by  2020,  China  will  be  emerging 
as  a  supei'power,  challenging  America 
for  economic  dominance.  North  America 
and  Eurojje,  moreover,  will  be  suffer- 
ing from  stagnating  living  standards 
and  social  deterioration  great  enough 
to  threaten  the  fabric  of  civil  society. 

FamiUes  will  bear  the  brunt  of  this 
change.  Maniage  will  give  way  to  "con- 


sensual union"  in  the  more  liberal  Euro- 
pean states;  in  other  countries,  it  will 
serve  mainly  as  a  temporally  contract 
for  child  rearing.  Anger  about  crime, 
security,  and  education  will  be  even 
gi-eater  than  it  is  now.  The  U.  S.  will 
have  completed  the  transition  to  a  truly 
multicultural  nation  heavily  influenced 
by  Latin  and  Asian  cultures. 

McRae  is  best  in  connecting  social 
progr-ess  with  economic  gains.  Endui-ing 
prosperity,  he  argues,  re- 
quires not  just  healthy 
gi'owth  but  "societies 
which  are  stable,  ordered 
and  honest."  For  devel- 
oped and  developing  coun- 
tries, meshing  these  goals 
will  be  difficult. 

Nowhere  is  this  con- 
nection more  important 
than  in  East  Asia  and 
China,  where  today  per 
capita  income,  gross  na- 
tional product,  the  bal- 
ance of  payments,  and 
the  exchange  rate  are 
revered  measures  of 
achie\ement,  while  individual  rights, 
ending  corruption,  and  free  speech  are 
ignored  in  the  quest  for  gi'owth.  Critics 
such  as  Stanford's  Kingman  say  even 
Asia's  spectacular  growth  is  suspect  be- 
cause it  was  achieved  simply  by  using 
more  people  to  make  things  rather  than 
by  making  production  more  efficient. 

McRae  doesn't  go  that  far,  but  he 
does  predict  that  East  Asia,  China,  and 
Japan  face  traumatic  adjustments.  First, 
Asia's  vaunted  manufacturing  prowess 
will  become  less  valuable  as  productivity 
gains  make  labor  less  of  a  factor,  so 
Asia  will  have  to  become  better  at  ex- 
porting services.  Second,  v^sia's  ability  to 
innovate  rather  than  copy  wiU  be  sorely 
tested.  Finally,  Asian  governments  will 
have  to  replace  command  systems  for 
economic  change  with  market  solutions 


and  institute  legal  reforms  to  protee 
property  and  diminish  corruption.  T( 
make  such  changes,  McRae  says,  Asia's 
high  flyers  will  incur  stiff  social  and  ec 
onomic  costs. 

On  the  other  hand,  if  China  can  incor 
porate  Hong  Kong  and  Taiwan  into 
federation  of  semi-independent  states 
and  if  Japan  can  pay  for  its  aging  soci 
ety,  both  will  be  stnmg  rivals  to  Nortl 
America — politically  as  well  as  econom 
ically.  While  the  U.  S.  will  remain  th( 
world's  undisputed  technological  an( 
creative  leader,  it  will  be  struggling  t( 
balance  its  cherished  individualisn 
against  the  fraying  social  order.  "Pu 
bluntly . . .  people  will  have  to  behavt 
better,"  McRae  asserts,  or  a  populis 
backlash  in  which  voters  impose  socia 
values  is  Ukely. 

What's  wTong  with  this  picture?  First 
McRae  doesn't  reach  ahead  far  enough 
Backlash  against  social  decay  and  th* 
welfare  state  is  today's  issue,  not  th( 
next  century's.  Moreover,  his  analysis  i: 
so  historical  that  it  may  be  of  little  use  ii 
predicting  how  the  information  revolutior 
and  a  global  market  revolution  will  reor 
der  work  and  life. 

Second,  McRae  all  but  ignores  wha 
many  consider  the  future's  two  mos 
powerful  scientific  forces — informatio: 
technology  and  gene  management.  Fre( 
infonnation  ofi'ei's  the  possibility  of  unit 
ing  the  worlds  of  work,  leisure,  and  cul 
ture  in  ways  no  one  has  clearly  envi 
sioned.  Gene  tracing  may  allow  us  t( 
preempt  many  diseases  and  dramatical 
ly  manage  population  growth,  funda 
mentally  altering  social  trends. 

Finally,  McRae's  reporting  is  stun 
ningly  thin.  Most  of  this  book  drawi 
from  officialdom — studies  by  the  Work 
Bank  and  Organization  for  Economic  !repi 
Cooperation  &  Development,  along  vdtl 
a  few  bigwig  intei-views — when  a  strol 
through  a  science  lab  at  Shanghai  Uni 
versify  might  have  yielded  far  richei 
insights.  As  the  past  two  decades  hav< 
shown,  the  official  consensus,  whethei 
overestimating  Russia  or  vilifying  Ja 
pan,  is  usually  wi'ong. 

In  fairness,  McRae  never  suggest; 
that  with  2020  he  is  out  to  replace  Fu  ly  it' 
ture  Shock.  So  if  you're  ready  for  a  low 
voltage  guide  to  what  lies  ahead,  con 
sider  this  book  safe  to  bring  home 

BY  ROBERT  J.  DOWLINC 

Bowling  oversees  business  WEEK't 
international  coverage. 
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ENDURING  PROSPERITY,  SAYS  McRAE,  REQUIRES 
SOCIETIES  THAT  ARE  ORDERED  AND  HONEST 
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rOUR  NEXT  SALES  OFFICE  SHOULD 
BE  AS  REWARDING  AS  YOUR  FIRST. 


Your  lemonade  stand  was  your  very  first  taste  of 
:repreneurial  success.  You've  been  thirsting  for 


)re  ever  since. 


At  Cushman  &  Wakefield,  we  understand  that 
t  right  space  can  inspire  the  human  spirit.  That's 
y  it's  our  mission  to  create  real  estate  solutions 
iit  satisfy  your  individual  needs  and  increase  your 
)ductivity. 

From  our  experience,  knowledge  and  research 
)abilities  to  our  creative  problem-solving,  our  people 


are  unmatched  in  the  real  estate  industry. 

In  fact,  nobody  represents  more  Fortune  500 
companies,  emerging  market  leaders  and  businesses 
of  all  sizes  —  here  and  around  the  world. 

After  all,  your  business  has  expanded  a  bit.  To  learn 
more  about  our  real  estate  services,  call  1-800-346-6789. 


CUSI«jiAN£ 


A  ROCKEFELLER  GROUP  COMPANY 


Improving  your  place 
in  the  world. 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

COMPAQ'S  BRAVE 
NEW  NETWORK 


You  come  into  the  oflBce 
one  fine  morning,  flip 
on  your  computer,  and, 
after  a  few  seconds,  the  bale- 
ful message  appears  on  the 
screen:  "No  boot  device  avail- 
able." Your  hard  disk  is  dead. 
You  don't  need  to  be  a  com- 
puter whiz  to  know  at  once 
that  you  face  a  difficult  chore 
moving  some  data  to  safety 
and  restoring  or  reconstruct- 
ing the  rest. 

What  if  your 
computer,  sensing 
that  the  drive  was 
on  the  verge  of 
failing,  could  warn 
you — and  automat  i 
cally  copy  the  data 
into  a  network  filf 
server  or  onto  tape? 
What  if  a  rise  in 
your  PC's  internal 
temperature  could 
alert  tech  support 
that  there  was  a 
blocked  fan  vent  be- 
fore the  heat  had  a 
chance  to  damage 
your  machine  or  your  data? 
ON  THE  BALL  Some  new  ma- 
chines from  Compaq  Comput- 
er Corp.  hold  promise  to  per- 
form such  feats  as  part  of 
their  ability  to  diagnose  how 
a  network  functions.  The  re- 
sult will  be  a  giant  step  to- 
ward safer  and  cheaper  com- 
puting. Compaq's  Deskpro 
models  (800  888-5858)  repre- 
sent the  company's  effort  to 
consider  market  data  and 
consumer  preferences  in  de- 
signing and  pricing  machines 
(BW— Mar  20).  In  addition 
to  providing  disaster  preven- 
tion, these  office  computers 
offer  better  tools  for  manag- 
ing the  hardware  and  soft- 
ware on  networks.  Simply 
letting  system  managers 
know  what  features  and  soft- 


ware are  on  a  network's  com- 
puters can  save  big  bucks 
(BW— Mar  6). 

The  Deskpros  have  been 
designed  around  the  new  re- 
ality that  a  corporate  com- 
puter is  a  networked  comput- 
er. Compaq  estimates  that 
70%  of  business  computers 
worldwide  will  be  networked 
by  next  year.  Deskpros  come 
ready  to  plug  into  an  Ether- 
net (or,  optionally,  an  IBM 


Token  Ring)  network,  with 
no  interface  cards  to  install 
or  configure. 

Once  computers  are  on  the 
network,  it  only  makes  sense 
to  use  the  network  to  manage 
them  better  Software  compa- 
nies such  as  Symantec,  Chey- 
enne Software,  and  Frye 
Computer  Systems  have  been 
offering  network-management 
tools  for  some  time,  and  Com- 
paq has  integrated  these  well- 
tested  tools  into  the  Desk- 
pros.  Among  other  things, 
these  progi'ams  have  the  ca- 
pabihty  to  maintain  a  data- 
base of  machine  serial  num- 
bers and  configurations  and 
can  monitor  the  use  of  soft- 
ware. A  number  of  hardware 
enhancements  by  Compaq 
make  these  tools  work  even 


better  Fault-reporting  hard 
drives  were  developed  in 
coojjeration  with  three  leading 
disk  manufacturers:  Conner 
Peripherals,  Seagate  Technol- 
ogy, and  Quantum. 

Although  Deskpro's  analyt- 
ics are  designed  mainly  to 
help  administrators,  they  can 
benefit  users  in  ways  beyond 
anticipating  hard-drive  prob- 
lems. For  example,  if  a  cer- 
tain program  isn't  working 
right  on  your  computer,  a 
network  administrator  can 
find  out,  without  a  trek  to 
your  office,  whether  the  prob- 
lem is  due  to  outdated  sys- 
tem software — and  can  then 
update  the  software.  The  re- 
sult: faster  and  less  disrup- 
tive service. 

The  trick  for  Compaq  will 
be  persuading  corporate  pur- 
chasing  departments 
to  get  a  new  per- 
spective. The  pric- 
ing should  help.  For 
example,  a  Deskpro 
575  with  a  75-mega- 
hertz  Pentium  pro- 
cessor will  retail  for 
about  $2,150.  A  Pro- 
Linea  575,  virtually 
identical  except  for 
the  lack  of  a  built- 
in  network  interface 
and  management 
tools,  sells  for  just 
$150  less. 

Compaq  is  saying 
that  spending  a  little  more 
up  front  will  mean  big  sav- 
ings over  the  life  of  the  ma- 
chine. Gartner  Group  Inc.,  a 
consulting  firm,  estimates 
that  service  and  support  help 
push  the  cost  of  a  networked 
PC  to  roughly  $40,000  over 
five  years.  Compaq  says  that 
the  new  Deskpros  will  knock 
about  $10,000  off  the  total 
lifetime  cost. 

If  corporations  accept  that 
argument,  they'U  beat  a  path 
to  Compaq's  Houston  head- 
quarters. And  competitors 
such  as  IBM  and  Hewlett- 
Packard  Co.  will  move  quick- 
ly to  match  the  technology. 
That  could  mean  that  Com- 
paq's corporate  edge  may  be 
short-lived — but  computer  us- 
ers can't  lose. 


BULLETIN  BOARD 


CD-ROM  UPDATE 
A  SEVEN-DISK  MODEL 

The  CD  players  in  your  house 
and  car  may  feature  changers 
that  handle  5  to  10  disks.  So 
why  settle  for  a  measly  sin- 
gle-disk CD-ROM  on  your  pc?  If 
you  really  want  access  to 
gobs  of  data,  Mountain  Net- 
work Solutions  Inc.  (800  458- 
0300)  offers  the  CD7,  a  sev- 


en-disk CD-ROM  unit  with  a 
retail  price  of  less  than  $500. 
The  device  works  with  Win- 
dows, DOS,  and  Macintosh 
desktop  computers  or  Novell 
NetWare  file  servers.  It  also 
comes  with  Windows  software 
that  makes  it  easier  to  keep 
track  of  the  multiple  disks 
and  to  select  the  active  cd- 
ROM  from  among  them.  In  ad- 
dition to  its  obvious  use  on  a 
network,  the  CD7  would  be 
helpful  to  users  who  rely  on 
multiple  CD-ROM  reference 
works  or  image  collections. 

OPERATING  SYSTEMS 
THE  FINAL  DOS  UPGRADE? 

Tired  of  waiting  for  Windows 
95  and  not  ready  for  the  leap 
to  OS/2  Warp?  In  what  may 
be  the  last-ever  upgrade  of 
trusty  old  dos,  ibm's  pc-dos  7  is 
now  available.  Improvements 
include  a  version  of  Stac 
Electronics'  Stacker  disk- 
compression  software,  en- 
hanced memory  manage- 
ment, and  better  support  for  ; 
multiple  hardware  configura- 
tions on  laptop  computers. 
The  street  price  is  around  $55 
for  users  upgrading  from  ear- 
lier versions  of  ibm  or  Micro- 
soft DOS. 


OUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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conomic  Viewpoint 


f  PAUL  CRAIG  ROBERTS 


i  SOCIAL  SECURITY  SYSTEM 

PHArS  PUTTING  AMERICA'S  TO  SHAME 


•RI\ATE  BET 

hile  wagered 
lat  its  private 
ension 
^stem  would 
eepen  capital 
larkets  and 
timulate 
rowth.  It  won 


il  Craig  Roberts  is  John  M.  Olin 
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Latin  American  countries  were  once  con- 
sidered economically  backward  com- 
pared with  the  U.  S.  and  incapable  of 
sound  economic  management.  Today,  despite 
Mexico's  currency  problem,  this  is  less  and 
less  the  case.  Chile,  for  example,  has  done 
much  better  than  the  U.S.  in  reining  in  an 
exploding  public  sector.  Chile,  an  economic 
basket  case  in  1973,  was  by  1981  able  to  pri- 
vatize its  failing  pay-as-you-go  social  security 
retirement  system,  which  was  projecting  the 
kind  of  large  future  deficits  America's  will 
face  early  in  the  next  centuiy. 

Chile  decided  to  take  the  bull  by  the  horns 
and  face  the  deficits  up  front  in  order  to  rap- 
idly phase  out  the  state  system.  Since  1981, 
all  new  entrants  into  the  labor  force  have 
been  required  to  contribute  10%  (with  up  to 
another  10%  optional)  of  their  monthly  gross 
earnings  to  private  pension  fund  accounts 
that  they  owti.  Eveiyone  else  was  given  the 
option  of  leaving  the  state  system,  except  for 
existing  retirees  and  those  within  a  few  years 
of  retirement.  Workers  who  left  the  state 
system  were  bought  out  with  "recognition 
bonds,"  deposited  in  their  private  pension  ac- 
counts and  redeemed  at  retirement,  for  their 
past  payments  into  the  system. 

In  the  fu'st  month,  some  25%  of  Chilean 
woi"kei"s  transferred  to  the  private  system. 
Today,  about  93%  of  the  labor  force  is  en- 
rolled in  20  separate  and  competing  private 
pension  funds.  The  refoim  has  boosted  Chile's 
domestic  savings  rate  to  26%-  of  gi-oss  do- 
mestic pi'oduct.  Chile's  economic  gi'owth  rate 
averaged  5.4%  annually  between  1984  and 
1992.  With  annual  real  retiu-ns  on  pension  in- 
vestments averaging  13%  from  1981  to  1993, 
Chileans  are  beginning  to  retire  with  gener- 
ous pensions. 

A  STAKE  IN  SUCCESS.  The  future  benefit  obh- 
gations  of  the  state  system  shrank  dramatical- 
ly as  employees  transferred  to  the  private 
system.  But  cuirent  revenues  also  collapsed 
with  the  abolition  of  the  payroll  retirement 
tax.  General  revenues,  boosted  by  privatiza- 
tions of  state  companies,  are  used  to  pay  ben- 
efits imder  the  old  system.  The  Chilean  re- 
formers wagered  that  the  private  pension 
system  would  gTeatly  deepen  the  country's 
capital  mai'ket  and  stimulate  economic  growth, 
thereby  generating  a  larger  tax  base  to  help 
redeem  the  recognition  bonds  as  their  stag- 
gered maturities  come  due. 

With  no  new  entrants  into  the  state  sys- 


tem, it  will  automatically  tenninate  as  current 
retirees  pass  away.  Barring  an  explosion  in 
spending  or  a  decline  in  confidence  that  would 
threaten  the  government's  ability  to  redeem 
recognition  bonds,  Chile  has  succeeded  in  re- 
placing a  job-killing  employment  tax  with  job- 
creating  piivate  investment,  while  simulta- 
neously boosting  retirement  incomes  and 
personal  wealth.  More  important,  now  that 
practically  every  Chilean  has  an  ownership 
stake  in  the  economy's  success,  politicians 
have  taken  a  more  responsible  approach  to  ec- 
onomic policy. 

The  privatization  of  Chile's  social  security 
system  was  not  without  political  drama.  Just 
as  the  American  Association  of  Retired  Per- 
sons (aarp)  is  a  vested  interest  standing  in 
the  way  of  reform  in  the  U.  S.,  many  Chilean 
interest  gi'oups  had  their  hooks  in  the  state 
social  secmity  system  and  did  not  want  to  let 
go.  Labor  union  leadere  saw  an  opportunity  in 
the  reform  to  grab  the  power  to  make  the  in- 
vestment allocation  of  their  members'  pen- 
sion contributions,  thus  collecting  "commis- 
sions" or  extracting  bribes  from  pension  fund 
managers.  In  October,  1980,  30  union  leaders 
cornered  Labor  Ministei-  Jose  Pinera  in  an 
effort  to  hijack  the  reform.  Pinera's  wit  pre- 
vailed when  he  told  the  union  bosses  that  he 
could  not  in  good  conscience  expose  them  to 
temptations  that  would  threaten  the  salva- 
tion of  their  souls. 

Unlike  the  Chilean  reformers,  American 
pohticians  have  played  fast  and  loose  with 
Social  Security,  causing  citizens  to  believe 
that  their  contributions  ai-e  invested  in  a  gen- 
uine trust  fund.  In  tinith,  the  revenues  are 
commingled  with  general  revenues  and  spent 
as  fast  as  they  come  in.  The  Social  Security 
Trust  Fimd  is  a  deceptive  artifact,  containing 
government  lous  that  can  be  redeemed  only 
by  cutting  spending,  raising  taxes,  or  issu- 
ing more  public  debt. 

Americans  would  be  incomparably  better 
off  under  a  privatized  system  such  as  Chile's. 
In  a  paper  to  be  published  by  the  Cato  Insti- 
tute, William  G.  Shipman  of  State  Street  Glo- 
bal Advisors  in  Boston  shows  that  Ameri- 
cans would  receive  many  multiples  of  their 
Social  Security  benefits  if  their  payi'oU  taxes 
were  invested  in  the  stock  and  bond  mar- 
kets. Social  Security  not  only  cheats  retirees 
but  also  cheats  the  country  out  of  needed 
savings  and  investment.  It  is  a  sacred  cow 
that  we  can  no  longer  afford. 
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Economic  Trends 


BY  GENE  KORETZ 

THE  COSTS  OF  A 
GYRATING  DOLLAR 

Price  pressures  may  soon  appear 

How  seriously  will  the  dollar's  re- 
cent gyi-ations  affect  the  U.  S.  econ- 
omy in  the  months  ahead?  According 
to  some  observers,  less  than  you  might 
think.  They  point  out  that  imports  ac- 
counted for  only  12(2  of  every  dollar 
spent  in  the  U.  S.  last  year  and  that 
the  take  from  exports  was  even  less. 

Jack  L.  Hervey  of  the  Federal  Re- 
serve Bank  of  Chicago  obsei-ves,  howev- 
er, that  such  broad  compaiisons  ai'e  mis- 
leading. In  the  manufacturing  sector  of 
the  economy,  trade  flows  now  play  a 
critical  role,  influencing  both  output  and 
inflation.  Exports  of  U.  S.  goods  as  a 
percentage  of  domestic  output  of  goods 
measured  in  1987  dollars,  for  example, 
have  jumped  from  8%  in  1960  to  24% 
last  year.  In  the  same  period,  the  import 
share  of  total  goods  consumed  in  the 

WHERE  TRADE  COUNTS 
IN  THE  U.S.  ECONOMY 
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A PERCENT 
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U.S.  surged  from  6%  to  28%.  In  the 
case  of  durable  goods  (chart),  one  finds 
that  a  third  of  such  goods  produced  in 
the  U.  S.  are  now  exported,  while  im- 
ports have  captured  nearly  40%  of  the 
domestic  durable-goods  market. 

Despite  these  trends.  Wall  Street 
seems  to  be  shrugging  off  the  dollar's 
recent  rise  against  the  peso  and  the  Ca- 
nadian dollar  and  its  decline  against  the 
yen  and  the  mark.  Lower  dollar  prices 
of  imports  from  Me.xico  and  Canada  are 
evidently  expected  to  offset  higher  tabs 
for  Eui'opean  and  Japanese  goods,  while 
stronger  demand  for  U.  S.  goods  in  Eu- 
rope will  make  up  for  diminished  de- 
mand in  the  Westem  hemisphere. 

Economists  at  Chemical  Securities 
Inc.  disagree.  They  note  that  much  of 
U.  S.  trade  with  Canada  and  Mexico  is 
in  dollar-denominated  goods — either  raw 


materials  or  items  that  are  exported  in 
semifinished  fomi  (autos  and  maquilado- 
ra  products)  and  then  shipped  back  to 
the  U.  S.  Thus,  they  claim,  the  decline  of 
the  Canadian  doUai'  and  the  peso  will  of- 
fer little  relief  fi-om  inflationaiy  impuls- 
es resulting  fi-om  the  dollar's  weakness. 

At  the  same  time,  more  demand  for 
U.  S.  products  in  Japan  and  Germany 
will  be  a  mixed  blessing,  says  L.  Doug- 
las Lee  of  NatWest  Washington  Analy- 
sis. That's  because  many  U.  S.  exporters 
to  those  nations,  in  industries  such  as  in- 
foiTnation  technology  and  insti-uments, 
are  ah-eady  at  full  capacity.  "Both  on 
the  import  and  the  export  side,"  says 
Lee,  "the  falling  dollai"  is  likely  to  gener- 
ate inflationaiy  pressures." 


A  MALPRACTICE 
CONUNDRUM 

Actually,  too  few  claims  are  filed 

One  issue  often  neglected  in  the  de- 
bate over  medical  malpractice  in- 
surance is  the  system's  efficiency  in 
compensating  injm-ed  patients.  The  most 
e.xhaustive  look  at  this  issue  is  a  recent 
study  of  31,000  hospital  admissions  in 
New  York  State  by  a  Harvard  Univer- 
sity team  headed  by  Paul  Weiler,  How- 
ard Hiatt,  and  Joseph  Newhouse.  Its 
findings:  Some  4%  of  admissions  in- 
volved treatment-caused  injuries.  One- 
fourth  of  the  injuries  involved  negli- 
gence. One-seventh  resulted  in  death. 

On  average,  only  one  malpractice 
claim  was  filed  for  every  7.5  patients 
suffering  a  negligent  injury,  and  only 
half  of  these  were  ultimately  paid.  So, 
"the  legal  system  is  paying  just  1  mal- 
practice claim  for  every  15  torts  inflict- 
ed in  hospitals."  Those  suffering  non- 
negligent  injuries — that  is,  caused  by 
care  not  yet  deemed  inappropriate — got 
nothing.  Thus,  the  study  concludes  that 
rather  than  a  surplus,  there  is  a  litiga- 
tion deficit  because  so  many  injured  peo- 
ple wind  up  uncompensated. 

Weiler  says  the  current  proposed 
$250,000  cap  on  malpractice  awai'ds  is  a 
"dreadful  remedy  for  the  problems  of 
the  system,  which  would  penalize  those 
suffering  the  worst  injuries."  He  advo- 
cates a  "no-fault"  enterprise-based  in- 
surance system.  Under  such  a  setup, 
hospitals  or  provider  organizations  rath- 
er than  individual  doctors  would  pui"- 
chase  insui'ance,  and  patients  could  seek 
compensation  for  any  medically  caused 
injui-y  without  having  to  prove  negli- 
gence (thus  obviating  the  need  for  cost- 
ly and  lengthy  legal  proceedings). 


CURSE  OF  THE 
STOCK  ISSUERS? 

More  shares  can  be  a  bad  bet 


When  publicly  traded  companies  de- 
cide to  i-aise  capital  by  offering 
additional  shares  to  the  market,  the  of- 
ferings are  often  snapped  up  by  inves 
tore.  Nonetheless,  a  new  study  indicates 
that  such  stocks  fai'e  relatively  poorly  in 
the  years  following  their  issue. 

In  an  analysis  of  stock  movements 
from  1970  to  1990,  economists  I'i 
Loughran  of  the  University  of  Iowa  am 
Jay  R.  Ritter  of  the  University  of  lUi 
nois  foimd  that  the  stocks  of  some  2,68 
companies  issuing  additional  shai'es  pro 
duced  average  annual  returns  of  7%  i 
the  five  years  after  the  offerings.  B 
contrast,  shares  of  similarly  capitaUze 
nonissuing  companies  produced  averag 
annual  returns  of  15.3%  a  year. 

Why  the  difference?  The  researcher 
note  that  companies  typically  decide  t 
issue  added  shares  after  posting 
marked  improvement  in  their  perfor 
mance,  and  the  markets  tend  to  b 
overly  impressed  by  such  improvements 
In  other  words,  the  sellers  expect  t 
get  a  good  deal,  and  they  usually  do — t 
the  detriment  of  myopic  investors. 


THE  HEALTH-CARE 
GAP  WIDENS 

More  Americans  go  uninsured 

Health  refoi-m  has  temporarily  dis- 
appeai'ed  fi"om  the  political  radar 
screen,  but  public  opinion  polls  indicate  it 
remains  Americans'  No.  1  concem.  Basec 
on  an  analysis  of  the  latest  data,  the 
Employee  Benefits  Research  Institute 
reports  that  18.1%-  of  the  nonelderly,  or 
40.9  milhon  people,  lacked  health  insur- 
ance of  any  kind 
in  1993 — up  from 
16.1%,  or  34.4  mil- 
hon, in  1989. 

Some  85%.  of 
uninsur-ed  people 
lived  in  families 
that  were  headed 
by  workers,  most 
of  whom  worked 
year"-round.  Since 
1989,  the  percent- 
age of  the  non- 
elderly  enjoying 
employer  coverage 
has  fallen  from 
65.9%  to  60.8%. 
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Spring  is  in  the  air.  But  just 
as  the  weather  is  warming 
p,  the  economy  is  showing  clear  signs  of  cooling 
own.  Through  February,  retail  sales  have  posted 
liree  shaky  readings  in  a  row.  The  factory  sector  is 
urrendering  some  of  its  momentum.  And  the  job 
larkets  are  losing  their  oomph. 

The  big  debate  right  now 
is:  How  much  is  growth  ta- 
pering off,  and  will  the  slow- 
down continue?  So  far,  a  sud- 
den shyness  among  consumers 
is  the  main  reason  for  the 
economy's  paler  cast,  as  higher 
interest  rates  take  their  toll 
on  demand  (chart).  But  the 
outlook  for  the  other  third  of 
the  economy,  especially  capi- 
tal spending  and  exports, 
imains  largely  undimmed. 

The  data's  softer,  noninflationary  tone  has  delighted 
^all  Street.  That,  plus  the  evidence  of  moderating 
rowth  found  in  the  Federal  Reserve's  latest  regional 
ionomic  survey,  almost  assures  that  the  Fed  will  es- 
lew  another  rate  hike  at  its  Mar.  28  policy  meeting, 
he  prospect  that  Fed  policy  is  on  hold  has  pushed  the 
eld  on  the  benchmai'k  30-yeai'  Ti-easuiy  bond  to  below 
4%,  the  lowest  in  nine  months.  And  stocks  continue  to 
rengthen,  even  as  the  dollar  remains  weak. 

m  FIRST-QUARTER  DROP-OFF  in  the  pace  of  con 
imer  spending  looks  especially  sharp.  Retail  sales 
unged  0.5%  in  February,  the  first  decline  in  10 
onths.  And  even  though  the  January  gain  was  revised 
om  0.2%  to  0.6%,  sales  so  far  in  the  quarter,  adjusted 
r  inflation,  have  not  gi'own  at  all  from  their  fouilh- 
larter  level.  Keep  in  mind,  though,  that  the  monthly 
Jes  data  are  quite  volatile  and  subject  to  big  revisions, 
id  Commerce  will  make  an  annual  re\asion  on  Mai*.  20. 
Although  the  recent  dip  in  consumer  demand  prob- 
ily  exaggerates  the  underlying  trend,  the  slower  pace 
spending  is  likely  to  continue.  That's  because  job 
•owth  for  this  business  cycle  has  peaked.  Even  with 
BbiTiaiy's  strong  318,000  rise  in  payrolls,  monthly  job 
lins  have  averaged  282,000  during  the  past  six 
onths,  down  from  333,000  in  the  previous  six  months. 
Moreover,  initial  jobless  claims  have  been  trending 
gher  since  last  fall.  Dui"ing  the  fii'st  week  in  March, 
e  four-week  average  of  claims  rose  to  340,000,  the 
Li'liest  in  seven  months. 


It  follows  that  income  growth  also  will  slow,  which 
will  continue  to  moderate  the  trend  in  consumer  spend- 
ing. Households  ai-e  increasingly  dependent  upon  income 
gains  to  finance  purchases,  since  their  use  of  credit  is 
subsiding  in  the  wake  of  last  year's  borrowing  binge, 
and  higher  interest  rates  are  placing  gi-eater  demands 
on  their  incomes. 

Sales  declines  in  credit-sensitive  goods  accounted  for 
much  of  the  drop  in  February  retail  sales,  but  the 
weakness  was  widespread.  Not  only  did  cars,  furni- 
ture, and  building  materials  each  post  sales  losses, 
purchases  of  nondurable  goods  also  fell,  with  an  espe- 
cially steep  decline  in  apparel. 

THE  SOFTNESS  in  consumer  buying  is  working  its 
way  back  to  the  manufacturing  sector.  Industrial  pro- 
duction at  factories,  utilities,  and  mines  rose  0.5%  in 
Febi'uaiy,  pushed  up  by  a  surge  in  utihty  output  as 
winter  weather  returned  to  normal. 

Factory  output  alone  increased  only  0.4%,  after  a 
0.2%  gain  in  January.  That's  well  below  the  average 
monthly  rise  of  0.9%  dming  the  fouith  quarter.  Strains 
on  capacity  also  have  eased  a  bit  since  December. 
The  factory  operating  rate  remained  at  85.1%  in  Feb- 
ruary, a  tick  below  December's  level. 

Although  a  rate  that  high 
is  usually  associated  with 
building  price  pressures,  pro- 
ducer prices  of  finished  goods 
remain  tame.  The  producer 
price  index  rose  0.3%  in  Feb- 
ruary, the  same  as  in  January, 
and  excluding  energy  and 
food,  the  core  ppi  also  in- 
creased 0.3%  in  Febnaaiy.  The 
only  sign  of  faster-rising  pric- 
es is  in  intermediate  and 
crude  materials,  but  most  businesses  are  having  little 
success  in  passing  those  increases  forward. 

Not  surprisingly,  the  slowdown  in  industrial  output 
mostly  shows  up  in  consumer  goods,  especially  fui-ni- 
ture,  appliances,  and  clothing — the  same  items  that 
consumers  left  in  retail  stores  in  February.  However, 
output  of  capital  goods  remains  robust  (chart),  reflect- 
ing both  the  ongoing  boom  in  equipment  spending  at 
home  and  continued  strength  in  demand  abroad. 

With  consumer  demand  losing  steam  at  a  faster  pace 
than  output,  some  businesses  are  holding  more  invento- 
ly  than  they  want.  Inventories  in  manufacturing,  whole- 
saling, and  retaihng  jumped  0.9%  in  January,  though 
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sales  rose  only  0.1%.  The  biggest  problem  is  cai's.  Auto 
dealers'  stocks  surged  3.2%  amid  flagging  sales.  In  re- 
sponse, carmakei's  have  announced  cuts  in  theii-  second- 
quarter  production  schedules. 

Rising  inventoiies  will  add  to  economic  gi'owth  in  the 
fii'st  quarter,  but  that  Idnd  of  strength  won't  lead  the 
Fed  to  hike  rates.  If  demand  fails  to  perk  up,  excessive 
inventories  will  slow  output  further,  and  retailers  will 
have  to  cut  prices  to  move  merchandise. 

THE  FEBRUARY  JOB  NUMBERS  also  argue  against 
another  rate  increase.  The  report  was  a  miiroi"  image  of 
the  data  in  January.  Back  then,  the  top-line  number 
looked  weak,  but  the  details  showed  continued  strength. 
In  February,  just  the  opposite  was  tme:  The  big  job 
gain  blew  the  doors  off  most  expectations,  while  the 
jobless  rate  fell  back  to  5.4%-,  ft-om  5.7%.  But  all  of  the 
underlying  numbers  were  more  subdued. 

Factoiy  jobs  last  month  rose  just  27,000  after  gains 
of  more  than  40,000  in  each  of  the  previous  four 
months.  Hours  worked  fell  24  minutes,  to  34.5  hom's  in 
Febniaiy,  and  the  factory  workweek  shpped  from  42.2 
hours,  to  42.1  hours. 

Taken  together,  the  January  and  February  reports 
suggest  that  the  labor  markets  are  starting  to  look  a 
bit  cooler.  So  far  in  the  quaiter,  overall  hoiu's  worked — 
the  combined  effect  of  jobs  and  the  workweek — are 
rising  at  an  annual  rate  of  only  2.8%.  That  pace  is 


SPAIN 


JOBS  SOAR,  BUT 
NOT  WAGE  GROWTH 


down  from  5.1%-  in  the  fourth  quarter.  Most  impor-l 
tant,  a  shorter  workweek  usually  precedes  less  hiring] 

Moreover,  job  gi'owth  in  Febi-uaiy  was  more  naiT0\ 
than  in  January.  The  percentage  of  industries  thati 
added  workers  fell  to  57.9%  last  month,  ft-om  62.4% 
January.  The  Labor  Dept.  said  many  of  the  new  jobs 
were  in  temporary  employment,  computer  services! 
and  recreation,  as  more  normal  temperatm*es  in  Febj 
ruary  boosted  hiring  at  ski  resorts. 

What  especially  heartened 
the  financial  markets  was  the 
news  that,  despite  the  strong 
hiring,  wage  growth  hardly 
budged  (chart).  The  average 
nonfarm  wage  was  flat  in 
February,  at  $11.31  per  hour. 
And  with  hours  dowm,  aver- 
age weeklv  pav  fell  more 
than  $4.50,' to  $390.20.  SHm- 
mer  February  paychecks  may 
well  be  part  of  the  story  be- 
hind the  month's  drop  in  retail  sales. 

Although  consumer  spending  seems  to  be  gliding 
down  to  a  more  sustainable  pace,  the  key  to  a  success 
ful  soft  landing  for  the  economy  may  lie  in  how"  mucl 
the  rest  of  the  economy  slows.  But  in  the  first  quarte: 
at  least,  the  downsliift  by  consumers  looks  to  be  sha: 
enough  to  offset  the  gains  by  other  sectors 
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You  would  never  know  it  by 
looking  at  Spain's  battered  fi- 
nancial markets,  but  under  all  the 
cuiTency  tuiTnoil  and  pohtical 
scandal  lies  an  economy  that  is  re- 
covering briskly  ft'om  its  worst 
recession  in  30  years. 

Real  gross  domestic 
product  rose  at  an  an- 
nual rate  of  3.1%  in 
the  fourth  quarter,  the 
fastest  pace  of  the 
year.  Gro^vth  is  also 
becoming  more  self- 
sustaining,  as  its  com- 
position shifts  fi'om 
exports  to  domestic 
demand.  Capital 
spending  is  strengthening,  as  ris- 
ing industrial  output  and  capacity 
use  bolsters  profits.  Consumer 
spending  is  also  a  bit  perkier  but 
still  muffled  by  wage  restraints 
and  subdued  consumer  confidence 
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that  likely  reflects  job  insecurity. 
Overall,  the  economy  gi-ew  2%  in 
1994,  and  analysts  expect  about 
3%  in  1995. 

The  problem  is  Spain's  lack  of 
needed  fiscal  reform,  made  harder 
by  the  scandal  that 
has  weakened  both 
the  government  of 
Prime  Minister  Felipe 
Gonzales  and  the  pe- 
seta. Spain  devalued 
its  currency  by  7%  vs. 
the  mark  on  Mar.  6, 
setting  a  new,  lower 
boundary  of  98.79  pe- 
setas pel"  mark  within 
Europe's  exchange- 
rate  mechanism.  Cutting  the  fiscal 
deficit  from  5.9%  of  GDP  in  '94  to 
4.4%  in  '95,  as  called  for  by  the 
European  Union's  convergence 
plan,  will  be  difficult.  Welfare — 
which  accounts  for  35%  of  public 


spending — is  gTOwing  by  12%  per 
year,  but  the  rulmg  Socialists  may 
oppose  cuts,  leaving  the  peseta 
vulnerable  to  fuiiher  weakness. 

That  leaves  tighter  monetary 
policy  as  the  only  means  to  de- 
fend the  peseta  and  stave  off  in- 
flation. January  producer  prices 
rose  5.8%  fi'om  a  year  ago,  the 
fastest  rate  in  nine  years.  Febini- 
ary  consumer  inflation  jumped  to 
4.8%,  after  hitting  a  25-year  low 
of  4.3%  in  1994,  and  the  govern- 
ment estimates  that  the  devalua- 
tion will  add  0.57  pei'centage 
points  to  1995  inflation. 

The  Bank  of  Spain  hiked  official 
rates  by  half  a  point  on  Mar.  14, 
to  8.5%,  and  more  increases  total- 
ing an  adchtional  percentage  point 
seem  likely.  The  problem:  Higher 
interest  rates  could  choke  off  do- 
mestic demand  just  as  exports  be- 
gin to  wane. 
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PRIME  SEATS  ARE  STILL  AVAILABLE  FOR 
i^THE  SPORTING  EVENT  OF  THE  YEAR. 


INTRODUCING 
THE  NEW  FORD 
TAURUS  SE 


It's  the  Taurus  with  a  decidedly 
port)'  edge.  Taurus  SE's  cast 
luminum  wheels,  new  clear  lens 
eadlamps  and  available  spoiler 
iiake  a  serious  statement  ot  style. 

Inside,  the  SE  has  a  long  list  of 
river-friendh'  touches.  Even  air 
londitioning  comes  standard.  And, 
If  course,  Taurus  SE  also  gives  you 
le  added  safety-  of  standard  dual  air 
ags*  and  available  anti-lock  brakes. 

But  the  SE's  news  doesn't  end 


there.  There's  a  retined  powertrain 
that  delivers  an  especially  smooth 
performance  from  the  computer- 
controlled  V-6  engine.  And  when 
it  comes  to  value,  Taurus  performs 
equally  as  well,  as  a  better  value 
than  its  leading  competition!* 
FORD'S  ROADSIDE  ASSISTANCE! 

Help  is  only  a  toll-free  call  away 
if  you  or  your  family  should  have  a 
flat  tire,  get  locked  out  or  simply 
run  out  of  gas. 


The  new  laurus  SE.  Sil  back, 
relax  and  enjoy  the  sporting  event 
of  the  season. 

*Alwa\s  wear  \()iir  safct\  belt  "Ba.scd  on  MSRP 
conip.iiison  ot  base  'rauni>  vs  the  leading 
.seiler>  in  it^  cla^s  f3  \ear>./36, ()()()  miles  See 
tiealer  for  details 

HAVE  YOU  DRIVEN 
A  FORD  LATELY? 
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EXECUTIVE  PAY 


DELIVER 
-OR  ELSE 


Pay-for-performance  is  making  an  impact  on  CEO  paychecks 


It  still  may  be  difficult  to  woi'k  up 
much  sympathy  for  anyone  who  gets 
jjaid  a  million  or  two  a  year.  And 
in  1995,  without  question,  U.  S.  chief 
executives  will  bnng  home  more  money 
than  ever  before.  But  finally,  corner-of- 
fice denizens  are  stalling  to  learn  a  les- 
son: Wlien  they  fail  to  deliver  the 
goods  for  shareholders,  their  owti 
paychecks  will  suffer. 

Thei'e  could  be  no  starker  evi- 
dence than  that  contained  in 
Bankers  Ti'ust  New  York  Corp.'s 
proxy  statement.  Stung  by  a  host 
of  derivatives  debacles,  Chaimian 
Charles  S.  Sanford  Jr.  saw  his 
pay  package  fall  by  57%,  to  $3.95 
million,  in  1994.  The  reason: 
Bankers  TiTist'  stock  languished 
in  the  market,  as  retum-on-equity 
was  sliced  nearly  in  half  to  13.5% 
last  year. 

Or  take  Salomon  Brothers  Inc. 
ChauTnan  Deiyck  C.  Maughan.  In 
1994,  he  got  a  mere  $1  million, 
an  87%  drop  in  pay,  after  the  in- 
vestment banking  fii'm  posted  a 
pretax  loss  of  $963  million  in  1994, 
the  woi'st  year  in  its  84-yeai-  his- 
tory. Salomon's  lackluster  perfor- 
mance was  due  to  large  trading- 
losses  and  a  dramatic  falloff  in 
busine.ss  volume. 
NAME  GAME.  Then  there's  Quaker 
Oats  Co.  (  Ki)  William  D.  Smith- 
burg.  He  had  an  11%.  decline  in 
salaiy  and  bonus,  to  $1.4  million, 
after  his  company's  stock  fell  by 
13%,  weighed  down  by  its  $1.7 
billion  accjuisition  of  Snapple  Bev- 
ei-age  Inc. 

After  years  of  resisting  pressm-e  fi-om 
shareholders  on  excessive  pay,  Coipo- 
rate  America  finally  is  linking  CEO  com- 
pensation to  corjiorate  performance.  Di- 
rectors are  scrutinizing  pay  plans  as 
never  before,  in  the  wake  of  better  dis- 
closure guidelines  by  the  Securities  & 


Exchange  Commission  and  of  wide- 
spread public  criticism  of  executive 
largesse.  "Many  chief  executives  have 
lost  control  of  their  compensation  com- 
mittees," says  Michael  L.  Davis,  a  pay 
consultant  with  Towers  Perrin.  "Once 
directors  had  to  put  their  names  on  a 


ateii 

prisingly  sanguine  about  the  issue.  In  ai  ifstj 
analysis  of  ceo  pay  in  1993,  he  founc 
that  48.5%  of  annual  compensation  couk 
be  explained  by  shareholder  returns  n-fft 
company  size,  and  the  sensitivity  of  th(  j 
CEO's  pay  package  to  stock  price  an(( 
dividends.  Such  factors  related  to  jus' 


EARLY 
RETURNS 
ON  1994 
SALARIES 

How  some  top 
CEOs  did  last 
year 


*Fisher  started  at  Kodak  in 
December,  1993 

DATA:  COMPANY  REPORTS. 
BLOOMBERG  FINANCIAL  MARKETS 
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LOUIS  GERSTNER 


$12.40  million 


ROBERT  ALLE 

AT&T 

$5.49  milliol 
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-h38% 


+so.r/o 


-4.3% 


statement  justifying  pay  packages  in 
the  proxy,  they  began  to  take  their  jobs 
more  seiiously." 

Even  the  most  acei-bic  critic  of  ex- 
cessive executive  pay,  Graef  "Bud" 
Crystal,  whose  course  for  MBAs  at  the 
University  of  California  at  Berkeley  is 
nicknamed  Gr-eed  259A,  has  become  sur- 


42.8%.  of  pay  variations  a  year  earlie; 
"The  market  for  ceo  pay  is  becomin, 
more  rational,"  Crystal  says. 

Which  isn't  to  say  that  CEO  pay  won' 
continue  to  go  up — way  up.  With  cot 
porate  profits  overall  showing  a  stimnin 
34%.  gain  last  year  (page  90),  the  pa 
numbers  tumbling  out  of  proxies  arr 
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More  diligent  boards  are  using  cash  bonuses 
to  send  chief  executives  a  message 


3tting  higher  and  higher.  "We've  con- 
need  ourselves  that  since  ceo  pay  is 
ore  performance-based,  eveiything  is 
)pacetic,"  says  Alan  Johnson,  who 
3ads  up  Johnson  Associates  Inc.,  a 
)mpensation  consultant.  "But  I'm 
locked  at  some  of  the  levels  of  pay 
it  there." 

The  new  criteria  reward  executives 
ho  deliver  higher  returns  to  share- 
)lders  and  larger  profits  on  the  income 
atement.  IBM  Chairman  Louis  V. 
erstner  Jr.'s  salary  and  bonus  jumped 
T  67%,  to  $4.6  million,  last  year — not 
eluding  an  extra  $7.8  million  payout  to 
ver  the  value  of  stock  options  he  gave 
)  at  PvJR  Nabisco  Inc.,  his  former  em- 
oyer  IBM  stock  rose  30%,  to  73!^  from 
Vi,  during  1993,  and  has  since  jumped 


companies  where  the  bonuses  to  CEOs 
can  be  200%  or  more  of  salary,"  says 
Geoff  A.  WiegTnan,  who  heads  the  com- 
pensation practice  at  Buck  Consultants 
Inc.  "With  shareholders  decreeing  that 
pay  should  be  more  j^erformance-based, 
boards  are  putting  a  lot  more  leverage 
in  bonuses." 

AT&T's  Robert  E.  Allen  last  yeai-  got  a 
cash  bonus  of  $2.3  million — roughly 
200%  of  his  $1.1  million  base  salary.  A 
year  earlier,  Allen's  bonus  was  $1.4  mil- 
lion, and  his  salary  was  an  even  $1  mil- 
lion. AT&T  says  that  77%  of  Allen's  total 
compensation  package  now  is  directly 
linked  to  peifor-mance  measures.  Allen's 
paycheck  was  bigger  because  his  com- 
pany's profits  climbed  27%,  and  he  also 
met  customer-  and  employee-satisfac- 


$7,100,  from  more  than  $3  million  in 
1993.  Don't  weep  too  hard,  however. 
Sanford  did  pick  up  $2.1  million  in  re- 
stricted stock  vs.  none  in  1993. 
"DECISIVE."  Such  strict  criteria  are  by 
no  means  universal.  General  Electric 
Co.  Chairman  Jack  Welch  won  a  10%- 
pay  increase,  to  $4.35  million  in  salaiy 
and  bonus,  even  though  his  company's 
stock  fell  2.9%.  Directors  rewarded  the 
boss  for  "decisive  management  of  op- 
erational and  strategic  issues,"  according 
to  the  company's  proxy.  Eastman  Kodak 
Co.'s  George  Fisher  received  a  $1.8  mil- 
lion bonus,  80%'  higher  than  the  amount 
guaranteed  him,  even  though  the  com- 
pany conceded  profits  were  below  tar- 
get. The  reason:  He  exceeded  revenue 
and  cash-flow  goals. 


Punished 


ACK  WELCH 

tkkL  Electric 

.35  million 

""+10%""'" 


GEORGE  FISHER 

EAS^jitflAjNi  KODAK 

$5.96  million 

'"""na* 


CHARLES  SANFORD      DERYCK  MAUGHAN 


$3.95  million 


$1  million 


-87% 


-2.9% 


+6.1% 


-29.9% 


-21.1% 


XVL  Gerstner  is  widely  credited  for 
•  turnaround  that  produced  IBM's  fii'st 
ifitable  year  since  1990. 
Much  of  the  volatility  in  pay  is  show- 
ui)  in  annual  cash  bonuses.  Not  long 
I,  most  companies  set  bonus  targets 
X  triggeied  payouts  equal  to  50%  to 
'  of  base  salaiy.  "Now  we're  seeing 


tion  goals.  TRW  Inc.  Chairman  Joseph 
T.  GoiTnan  won  a  $1.13  million  bonus,  up 
from  $661,000,  based  on  a  flexible  for- 
mula involving  profit,  cash  flow,  return 
on  assets,  and  other  measures. 

The  leverage  works  on  the  downside 
as  well.  Take  Bankers  Trust's  Sanford. 
His  cash  bonus  last  year  fell  to  only 


Now,  though,  senior  executives,  are 
finding  that  they  are  under  more  pres- 
sure than  ever  to  align  their  interests 
with  those  of  shareholders — specifical- 
ly, by  investing  in  their  companies' 
stock.  IBM  recently  adopted  new  owner- 
ship guidelines  that  require  its  senior 
executives  to  own  company  stock  equal 
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to  two  to  four  times  their  base  salaiy, 
depending  on  their  position.  They  would 
have  five  years  to  meet  that  goal.  A 
new  executive-pay  plan  at  Kodak,  wMch 
already  requires  its  executives  to  own 
stock,  gives  the  board  discretion  to  pay 
some  or  all  of  future  bonuses  with 
awards  of  the  company's  stock. 

These  plans  clearly  put  top  execs' 
wealth  at  risk.  Indeed,  Crystal  has  dis- 


covered that  some  cliief  executives,  such 
as  Wal-Mart's  David  D.  Glass  and  The 
Limited's  Leslie  H.  Wexner,  essentially 
worked  for  nothing  in  1993  because  the 
declines  in  the  value  of  their  invest- 
ments were  gi'eater  than  their  total  pay 
packages  for  the  year.  His  study  foimd 
that  from  the  105  companies  whose 
stock  fell  in  1993,  58  of  their  CEOs  actu- 
ally "lost  money"  because  their  holdings 


lost  more  value  than  they  were  paid 
Forward  then,  into  the  heait  of  the 
'CEO-pay  season.  The  numbers  are  likel; 
to  be  just  as  eye-popping  as  evei'.  Bu' 
shai-eholders  can  at  least  take  some  so-1 
lace  in  knowing  that  the  phrase  pay^ 
for-peifoi-mance  may  finally  mean  some 
thing  real. 

By  John  A.  Bifnie  in  New  Yar'k,  wit)  !!■ 
bureau  reporis 


AT  PHILIP  MORRIS.  BLUE  CHIPS  FOR  BLUE  COLLARS 


First,  executives  got  it. 
Then  middle  managei'S  got 
in  on  the  action.  Now,  it's 
factory  woi-kers'  turn  to  get 
stock  as  part  of  theii'  pay. 

On  Mar.  15,  7,800  tobacco 
woi'kers  at  Philip  Moms  Cos. 
ratified  new  labor  pacts  that 
give  them  stock  in  heu  of  pay 
hikes  during  the  next  two 
years.  The  novel  trade-off  is 
part  of  a  lai'ger  trend  by  com- 
panies to  tie  pay  to  company 
performance.  And  while  it 
leaves  PhiUp  Moms  woi'kers 
less  certain  about  how  much 
they'll  make,  imion  leaders 
plan  to  pursue  the  concept  at 
other  companies.  "It's  a  gam- 
ble, but  it's  one  we're  willing 
to  take,"  says  Steven  Spain,  the  chief 
negotiator  for  the  International  As- 
sociation of  Machinists  (lAM). 

Philip  Moriis  isn't  the  first  em- 
ployer to  give  shares  to  workers. 
Many  have  employee  stock-owner- 
ship plans  or  offei'  company  stock  in 
theii-  401(k)  retirement  plans.  But 
these  schemes  are  designed  to  en- 
courage ownership  or  savings.  Usual- 
ly, workers  can't  withdraw  the  stock 
until  they  retire  or  leave  the  compa- 
ny. And  the  shai'es  aren't  counted  as 
part  of  cun-ent  income,  so  employees 
pay  no  taxes  until  they  receive  them. 
"NEW  LEVEL."  Othei'  companies  have 
set  up  stock-option  plans  foi'  work- 
ers. For  instance,  last  month  Bristol- 
Myers  Squibb  Co.  gave  employees  a 
one-time  chance  to  buy  200  shares  at 
a  set  price.  And  Southwest  Aii'lines 
Co.'s  pilots  recently  agreed  to  take 
options  instead  of  pay  hikes.  But, 
says  Corey  Rosen,  head  of  the  Na- 
tional Center  for  Employee  Owner- 
ship: "Philip  Morris  is  taking  the 
idea  of  risk-sharing  with  employees 
to  a  new  level." 

Indeed,  Rosen  and  other  experts 


ROLLIN':  Workers  are  tukiny 


lieu  of  raises 


believe  that  Philip  Moiris  is  the  first 
company  to  make  stock  part  of  its 
woi-kers'  take-home  pay.  The  tobacco 
giant's  pact  with  the  iam — one  of 
nine  unions  that  have  signed  off  on 
the  plan — gives  94  shares  to  each  of 
the  union's  1,200  workei's.  They  also 
get  a  2%  wage  hike  in  1997.  Employ- 
ees can  elect  to  take  the  stock  after 
12  or  24  months.  In  the  interim,  em- 
ployees can't  sell  or  vote  their 
shares.  And  they  lose  them  altogeth- 
er if  they  quit  or  are  fii'ed  before  the 
period  expii'es. 

Employees  won't  know  how  much 
of  a  i-aise  this  amounts 
to  until  they  get  their 
hands  on  the  stock. 
Philip  Morris  was 
trading  at  $60  when 
the  pact  was  agreed 
to  on  Feb.  15,  and  its 
dividend  is  $3.30.  The 
total  amounts  to 
$6,260  after  two  years, 
or  about  6%  a  year  for 
IAM  members,  who  av- 
erage $24  an  horn-. 
The  share  piice  al- 


SHARING  SHARES 


PHILIP  MORRIS 
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1-eady  has  jumped  to  $63 — 
though  that's  still  fai-  from  its 
1992  peak  of  $86.  The  union  is 
betting  that  it  will  rise  5%  to 
7%  a  year — though  workers 
acknowledge  that  if  it  tanks, 
they  lose.  "I  think  it's  worth 
[the  risk],"  says  Tom  W.  Pres- 
ton, an  electrician  at  Philip 
Monis'  Richmond  (Va.)  plant. 
"If  the  stock  takes  a  real 
downturn,  then  I'll  have  more 
[problems  than  just  my  raise." 
DRAWBACK.  The  other  catch  is 
taxes.  The  company  will  sub- 
tract all  federal  and  state  tax- 
es employees  owe  on  the  date 
they  ask  for  the  stock.  So  if 
an  employee  cashes  in  after  a 
year,  Philip  Morris  will  multi- 
ply 94  shares  times  the  stock  price 
on  Mar.  15,  1996.  It  vrill  withhold  the 
taxes  due  on  that  amount  and  give 
the  employee  the  number  of  shares 
that  the  remaining  sum  will  pur- 
chase. The  union  thinks  this  will  be 
about  60  shares.  The  employee  then 
can  keep  the  stock  or  sell  it  and  take 
the  money. 

The  deal  is  good  for  Philip  Moms. 
Employees'  base  pay  won't  rise.  Nor 
will  benefits,  such  as  pension  and  life 
insurance,  which  are  tied  to  annual 
wages  and  total  29%  of  pay.  And  cur- 
rent stockholdei-s'  shares  won't  be  di- 
luted, since  workers 
probably  will  get 
less  than  500,000 
shares  out  of  850 
million  outstanding. 

Will  the  idea 
spread?  If  it  does, 
factory  hands  soon 
may  be  watching  the 
wive  as  closely  as 
anyone  in  the  execu- 
tive suite. 
By  Aaroyi  Bernstein 
in  New  York 
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AWSUITS 


^OR  REYNOLDS, 

WHERE  THERE'S  SMOKELESS... 

i.  Manville  lawsuit  could  stub  out  the  Eclipse  cigarette 


It's  just  a  "misunderstanding,"  says 
R.J.  Reynolds  Tobacco  Co.  Manville 
Corp.  won't  even  discuss  the  matter, 
oth  companies  say  they  want  to  settle 
leir  dispute — but  quietly. 
Behind  all  the  smoke  is  a  lawsuit  that 
jints  to  a  big  problem  for  tobacco  com- 
anies:  Increasingly,  given  the  prospect 
■  liabDity  litigation,  suppliers  don't  want 
I  do  business  with  them.  Wlaat's  more, 
[anville's  lawsuit  seeking  to  establish 
lat  it  had  no  contract  with  Reynolds, 
ed  Mar.  6  in  a  Denver  federal  court, 
ireatens  to  derail  rjr's  "smokeless" 
clipse  cigarette,  a  key  new  product. 
Three  years  ago,  according  to  the 
lit,  Manville's  Schuller  International 
ic.  subsidiary  agreed  that  it  would  sup- 
y  Reynolds  vnth  glass  fibers  for  devel- 
)ment  of  new  cigai-ettes.  Reynolds  was 
sting  a  product  that  would  heat  tobac- 
I  rather  than  actually  burn  it.  That 
^arette.  called  Eclipse  internally,  was 
:en  as  a  way  to  defuse  health 
mcems  by  virtually  eliminating 
condhand  smoke. 
Late  last  year,  Manville's  board 
■ew  nei"vous  about  the  Reynolds 
ntract,  says  Ronald  L.  Motley,  an 
tomey  who  monitors  Manville 
I  behalf  of  plaintiffs  in  asbestos- 
lated  claims  against  the  compa-  ^  m 
'  and  also  represents  plaintiffs 

tobacco  claims.  Directors 
atched  as  Kimberly-Clark  Corp., 
iiich  supplies  paper  and  reconstituted 
bacco  to  a  number  of  cigai'ette  compa- 
ss, was  named  in  a  suit  filed  by  the 
ate  of  West  Virginia  seeking  to  re- 
ver  Medicaid  money  spent  on  ti'eating 
lokers.  "The  Manville  board  decided 
ey  didn't  want  any  pait  in  market- 
?  cigarettes,"  Motley  says. 
ARM  BELLS.  Manville  executives  and 
rectors  won't  comment.  But  technical 
perts  say  Manville  has  reason  to  be 
rvous.  Some  scientists  suspect  that 
glass  fibere,  used  to  insulate  Eclipse's 
re  heating  element  (diagi-am),  may  be 
ngerous  if  inhaled.  In  cigarettes  such 
Eclipse,  the  risk  could  be  compound- 
by  the  presence  of  other  toxins  such 
tar  and  carbon  monoxide. 
Neil  F.  Johnson,  supervisor  of  the 
jlecular  &  Cellular  Toxicology  Group 
the  Inhalation  Toxicology  Research 
stitute,  believes  that,  at  0.00925  milli- 
3ter  wide,  the  fibers  found  in  Echpse 
obably  are  too  large  to  migi-ate  to 


the  lungs,  though  they  could  cause 
throat  or  skin  irritation.  A  greater 
thi-eat,  he  says,  is  the  public  perception 
that  fibers  ai'e  hazardous.  "I  don't  think 
it's  very  wise  from  a  toxicological  point 
of  view,"  Johnson  says.  "And  I  don't 
think  it's  very  wise  f^'om  a  marketing 
point  of  view." 

Reynolds  says  there's  no  cause  for 
alaiTn.  Company  officials  won't  discuss 

HOW  ECLIPSE 
WORKS 

An  analysis  of  R.J. 
Reynolds'  Eclipse 
"smokeless" 
cigarette 


"glass  fibers  may  become  dislodged  dur- 
ing shipping  and  migi-ate  through  the 
pack  to  rest  on  the  mouth  end  of  the 
[cigarette],  giving  rise  to  the  potential 
for  the  inhalation  of  glass  fibers." 
KEY  ITEM.  Manville's  pullout  could  be  a 
big  blow  to  Reynolds.  The  tobacco  com- 
pany still  is  tiying  to  bounce  back  from 
Premier,  its  fii-st  attempt  to  market  a 
smokeless  cigarette.  The  $300  million 
new  product  was  recalled  when  smokers 
balked  at  its  taste.  Eclipse  and  related 
products  are  supposed  to  broaden 
Reynolds'  revenue  base  away  from 
Winston,  Camel,  and  other  traditional 
brands  that  are  dogged  by 
legal  and  public-rela- 
tions challenges. 
The  company  \ 
says  that 


The  air  reaches  smokers 
after  moving  through  an 
area  studded  with 
ventilation  holes  and 
then  a  shortened  filter 


The  heated  air  picks  up  flavor 
in  a  section  of  blended  tobacco 

I  Air  passes  through  a  foil-lined  chamber  packed 
I  with  reconstituted  tobacco  to  acquire  nicotine 


At  the  tip,  a  layer  of  glass  fibers  insulates  a 
heating  element  made  of  activated  carbon 


DATA:  JOHN  L  PAULY,  ROSWELL  PARK  CANCER  INSTITUTE 


the  specifics  of  EcUpse,  but  "we  are  not 
going  to  ever  use  in  oui-  cigarettes  a 
product  that  was  respirable,"  says  a 
spokeswoman.  If  glass  fibers  were  used, 
she  says,  the  cigarette's  heat  likely 
would  fuse  them  together 

But  rival  Philip  Morris  Cos.  has  con- 
ceded concerns  about  using  fiberglass 
in  cigarettes.  In  September,  1994,  filing 
a  patent  for  its  own  new  low-smoke 
technology,  the  company  admitted  that 


The  prospect  of 
litigation  may  have 
suppliers  avoiding 
tobacco  companies 


it  still  is  testing  low-smoke  cigarettes. 

John  F.  Pauly,  a  researcher  at  Ros- 
well  Pai'k  Cancer  Institute  who  has  an- 
alyzed Eclipse  samj^les,  says  glass  fiber 
is  a  key  component.  "It  could  be  difficult 
to  find  a  good  insulator  that's  cheap  and 
poses  no  health  problems,"  he  says. 
"These  ai"e  high-tech  devices.  These  ai-e 
not  just  tobacco  wrapped  in  paper." 

And  Manville's  suit  could  be  the  fii-st 
of  many  by  suppliers  seeking  to  exit 
contracts  with  tobacco  companies.  To- 
bacco litigation  is  heating  up  across  the 
nation,  and  for  the  first  time,  cigarette 
makers — and  their  contractors — look 
vulnerable.  That's  why  Pfizer  Inc.,  for 
instance,  plans  to  highhght  in  its  first- 
quarter  earnings  statement  a  policy  that 
prohibits  units  from  doing  business  with 
Big  Tobacco  and  its  suppliers.  Tobacco 
soon  could  become  a  veiy  lonely  field. 

By  Maria  Mallory  in  Atlanta 
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Xicandros 
(left)  pro- 
fessed shock 
at  McLarty's 
veto.  But  the 
WTiite  House 
and  Congress 
have  been 
moving  to 
increase  Iran 
isolation 


bling  that  its  ven- 
ture, which  was  not 
illegal,  would  not  be 
stopped.  Not  once 


beer^" 


OIL 


WHY  DIDN'T  CONOCO 
SEE  THIS  ONE  COMING? 

Washington's  signals  on  Iran  may  have  been  too  subtle 


It  was  over  in  20  minutes.  On  Mar.  10, 
Conoco  Inc.  Chief  Executive  Constan- 
tine  S.  Xicandros  had  rushed  to 
Washington  hoping  to  assuage  White 
House  officials  and  salvage  a  .$1  billion 
Iranian  oil  deal  that  had  been  made  jjub- 
lic  five  days  before.  But  Senior  Presiden- 
tial Adviser  Thomas  F.  McLarty  III 
wasn't  won  over.  In  a  terse  meeting,  he 
bluntly  deli\"ered  the  Administration  Une: 
Any  deal  with  Iran  was  unacceptable. 

Xicandros  flew  back  to  Houston  the 
next  day  in  shock.  McLaity's  cml  dLsmis- 
sal  was  followed  by  an  announcement 
on  Mai\  14  that  President  Clinton  would 
sign  an  Executive  Order  canceling  Cono- 
co's  plans.  The  next  day,  he  did  so.  Thi-ee 
years  of  negotiations  with  Iran  and 
the  promise  of  becoming  the  first 
U.  S.  comjjany  with  an  Iranian  de- 
velopment contract  since  the  1979  ^0 
Islamic  revolution  had  vapoiized. 
INTRACTABLE.  Insiders  at  Conoco  15 
and  its  parent,  DuPont  Co.,  blamed 
the  collapse  on  Iran's  premature 
announcement  of  the  deal,  which 
came  a  day  after  the  agreement 
was  signed  but  before  Conoco  could  5 
secure  the  approval  of  DuPont's 
board  of  directors  and  the  State  0 

Dept.  "Iran  blew  it  When  they 

announced,  they  blindsided  DuPont, 
Conoco,  and  the  WTiite  House,"  savs 


a  company  official  close  to  the  deal. 

Yet  the  dramatic  breakdowTi  also  ap- 
pears to  have  followed  a  subtle  shift  in 
U.  S.  policy.  A  year  after  the  Adminis- 
tration suggested  that  Iranian  behav- 
ior could  be  modified  by  international 
pressure,  says  one  analyst,  it  has  come 
to  view  Iran  as  an  intractable  "rogue." 
The  countiy's  links  to  recent  teiTorist 
bombings  in  Britain  and  Argentina  and 
continued  opposition  to  Middle  East 
peace  proposals  forced  a  turn  in  U.  S. 
posture,  say  observers.  "If  this  [deal] 
had  happened  in  November,  it  might 
have  been  all  right,"  says  an  analyst. 

Conoco  either  never  recognized  the 
shift  or  misi'ead  its  implications,  gam- 
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say  Conoco  and 
Pont  officials, 
the  company 
specifically  warnec 
off  its  talks  witi 
li-an — despite  20  com 
pany  briefings  t( 
State  Dept.  officials 
And  even  as  the  fur 
or  rose,  the  compa 
ny  continued  to  in^^ 
sist  that  it  had  actec 
properly.  The  deal 
Xicandros  thought 
had  been  construct 
ed  carefully  with  ^''^ 
Dutch  subsidiarv  ti 
skirt  U.S.  rules-P 
even  proposing  to  accept  payment,  saj  ^ 
industry  insiders,  in  gas  delivered  U 
Dubai,  a  friendly  emirate. 

An  Energy-  Dept.  spokesman  insist 
the  company  should  have  known  bet 
ter.  "This  policy  should  not  have  takei  ^'"^ 
any  U.  S.  finn  by  sui-prise,"  says  Williar  '5* ' 
Wiiite,  Deputy  Energy  Secretaiy.  Whili  ^ 
current  rules  ban  imports  of  Iraniai  "'^'^ 
products,  American  oil  companies  an  •"'J 
permitted  to  buy  and  sell  Iranian  oi 
outside  the  U.  S.  Conoco's  deal  wouli 
have  significantly  altered  ihe  economi 
picture.  Iran  wants  to  increase  produc 
tion  to  b  million  baiTels  of  oil  a  dajf^^i" 
from  about  8.6  million.  -f-^ 
"BOTH  EYES  OPEN."  The  immediate  w^oi 
ry  in  the  U.S.:  Conoco's  developmen ^- i< 
of  offshoi'e  resen^es  would  help  Iran  at  ^•''li 
tract  new  capital  and  bolster  its  sag  ';-' 
ging  economy — a  scenario  the  U.  S.  op  • 
poses.  The  Administration's  view  of  th 
deal  was  that  Conoco  would  be  goin  ^-^ ' 
beyond  acting  as  a  trader.  The  det  'i'^ 
"would  dangerously  add  to  [Iran's]  ecc  -  2t 
nomic  capacity  to  do  the  things  that  w  'J^ts 
find  objectionable  in  the  world  commi  ^'m 
nity,"  says  White  House  spokesman  M:  a 
M "  chaei  D.  McCuny.  t'i 
Nicandros,  61,  has  iim  Conoco  fo 
the  past  eight  years  and  worked  fo  '^i  is 
the  company  since  1957.  He  led  Cor-"nli 
oco  into  such  troubled  areas  as  Rus 
sia  and  Somalia,  but  DuPont  insidei 
say  the  higWy  respected  executive 
no  cowboy.  "I  suspect  Nicandi'os  wajit 
extremely  careful  in  his  steps  an 
didn't  try  to  pull  a  fast  one,"  say 
one.  Indeed,  says  Thomas  O'Conno 
principal  petroleum  engineer  at  th  ■■ 
World  Bank:  "I  can't  imagine  Conoc 
going  into  Iran  without  both  eye 
open." 

At  the  same  time,  though,  Xicai 


ros  may  have  been  misreading  the  ap- 
atite of  DuPont's  board  for  his  initia- 
ve.  According  to  insiders,  Nicandros,  a 
•uPont  vice-chairman  and  board  mem- 
er,  brought  a  broad  outline  of  the  deal 
)  directors  on  Mar.  1 — ^just  days  be- 
)re  terms  were  agTeed  to  in  Teheran 
y  Conoco  and  the  National  Iranian  Oil 
0.  A  spokesman  insists  the  deal  was 
)ntingent  upon  approval  by  the  Du- 
ont  board  and  Iranian  officials. 
At  the  board  meeting,  there  was  dis- 
ission  but  no  decision  taken.  Indeed, 
le  project  met  resistance  from  board 
lembers,  including  Edgar  Bronfman 
[■.,  whose  family  controls  24%  of 

"uPont's  stock.  Even  DuPont  Chair- 
lan  Edgar  S.  Woolard  Ji-.  was  noncom- 
ittal,  assuring  the  boai-d  that  the  pres- 
tation was  only  informational.  While 
icandros  clearly  was  backing  the  pro- 
)sal,  he  did  not  seek  immediate  ap- 

h  :-oval.  Recalls  an  insider:  "It  was  made 
ear  this  was  not  a  vote.  We  didn't 
ive  all  the  details." 

I ISBELIEF.  By  now,  perhaps,  they  wish 
i  lat  they  had.  As  a  result  of  the 
'  onoco  deal,  the  State  Dept.  is  consid- 
•ing  tightening  policies  toward  Ira- 
an  oil.  And  Conoco  Vice-President  J. 
I  ichael  Stinson,  who  directed  the  talks 
I  ith  Iran,  was  to  appear  on  Capitol 
ill  on  Mar.  16  to  explain  the  compa- 
I's  actions.  The  furoi-  has  helped  give 
iw  impetus  to  a  bill  sponsored  by 
.  S.  Senator  Alfonse  M.  D'Amato  (R- 
.Y.)  that  would  ban  all  trade  with 
■an. 

In  the  oil  patch,  Chnton's  Executive 
rder  was  gi'eeted  with  disbelief.  U.  S. 
1  giants  are  being  welcomed  back  in 
'untries  such  as  Kuwait,  where  they've 
'en  outcasts  for  years.  And  with  the 
dministration  fighting  Europe  to  keep 
e  international  embargo  on  Iraqi  oil, 
)t  Ii'anian,  "there  was  a  general  sense 
the  industry  that  the  Conoco  project 
ould  not  finally  be  in  trouble,"  says 
ly  Gallagher,  a  senior  exploration  ana- 
st  at  oil  industry  adviser  Petrocon- 
iltants  Inc. 

Should  the  meltdown  really  have 
ime  as  such  a  surprise  to  Conoco? 
ith  the  signs  obvious  that  the  Admin- 
:ration  and  Congress  were  moving  to- 
ard  increased  isolation  of  Iran,  some 
id  it  hard  to  accept  that  Conoco  was 
indsided.  "They  were  told  repeatedly 
at  large  projects  like  this  present  a 
al  problem  for  us,"  says  a  White 
ouse  official.  But  the  blowoip  points 
the  need  for  clear  U.  S.  foreign  poli- 
os toward  troublesome  oil-producing 
ates — especially  now  that  Big  Oil  is 
iing  welcomed  back  where  it  used  to 
(  persona  non  gi-ata. 
By  Gary  McWillianis  in  Houston, 
ith  Joseph  Weber  in  Philadelphia  and 
isan  Garland  in  Washington 


THE  PRESIDENCY 


CLINTON  MAY  BE  PLAYING 
A  RISKY  GAME  OF  SOLITAIRE 

Executive  orders  sidestep  the  GOP.  But  if  things  go  wrong. 


Ho  one  would  confuse  Bill  Clinton's 
scattershot  White  House  with 
Richard  M.  Nixon's  Imperial  Pres- 
idency. But  after  months  of  hiberna- 
tion following  his  party's  November 
pasting,  Clinton  has  discovered  a  po- 
tent weapon,  one  often  brandished  by 
Presidents  to  bypass  an  opposition-con- 
trolled Congi-ess:  executive  fiat. 

Clinton's  Mar.  15  order  to  block 


TELLING  CONGRESS  TO  DROP  DEAD 


IQ3  NEUTRALITY  PROCLAMATION  Washington  announces 
neutrality  in  the  war  between  England  and  France. 

iTTiH  EMANCIPATION  PROCLAMATION  Lincoln  frees  slaves. 
Two  years  later,  the  13th  Amendment  bars  slavery. 

EXECUTIVE  ORDER  9066  Roosevelt  interns  Japa- 
nese-Americans. The  Supreme  Court  backs  him. 

nnig  EXECUTIVE  ORDER  10340  Truman  seizes  the  steel 
mills;  he  is  later  overturned  by  the  Supreme  Court. 

IEE3  EXECUTIVE  ORDER  12954  Clinton  bars  most  federal 
contractors  from  hiring  permanent  replacements. 


Conoco  Inc.'s  Iranian  oil  deal  is  the  lat- 
est unilateral  Presidential  initiative.  On 
Jan.  31,  the  Clintonites  agi'eed  to  prop 
up  Mexico's  tumbling  peso  by  raiding  a 
fund  to  stabilize  the  dollar — despite 
legal  questions  brought  up  by  Federal 
Reserve  Chainnan  Alan  Greenspan  and 
others.  And  on  Mar.  8,  Clinton  prohib- 
ited federal  contractors  from  per- 
manently I'eplacing  striking  workers. 
Coming  after  similar  legislation  was 
rejected  by  the  last  two  Congresses, 
the  order  will  give  labor  a  tremendous 
boost,  even  while  it  infuriated  Re- 


publicans. House  Majority  Leader 
Richard  K.  Armey  (R-Tex.)  blasted  the 
action  as  a  sign  of  "executive-branch 
arrogance." 

Ai-rogance  maybe.  But  the  gop  won't 
be  able  to  check  Clinton's  orders  of- 
ten. Indeed,  in  their  first  attempt  to 
reverse  the  President,  Senate  GOPers 
on  Mar.  15  fell  one  vote  short  of  re- 
pealing the  striker-replacement  order. 

With  few  excep- 
tions, moreover,  the 
courts  have  been 
loath  to  curb  the 
broad  authority 
granted  the  execu- 
tive branch.  Besides, 
Administration  offi- 
cials insist  that  they 
are  careful  not  to 
overstep  the  legal 
bounds.  "We  make 
sure  we're  operating 
on  safe  and  prece- 
dented  gTOund,"  says 
White  House  Coun- 
sel Abner  J.  Mikva. 
For  instance,  Walter 
E.  Bellinger  III, 
head  of  the  Justice 
Dept.'s  Office  of  Le- 
gal Counsel,  notes 
that  under  U.  S.  pr"o- 
curement  laws,  Clin- 
ton's order  on  strik- 
er replacements  was 
"the  kind  of  condi- 
tion the  President 
can  place  on  con- 
tracting." Nonethe- 
less, on  Mar.  15 
business  groups 
challenged  the  move 
in  court,  claiming  it 
violates  their  rights 
under  labor  laws. 

The  Lone  Ranger  approach  has  oth- 
er pitfalls.  While  Clinton  has  a  strong 
enough  Senate  minority  to  counter 
most  efforts  to  overturn  his  edicts, 
"when  things  go  wrong,  it's  Clinton 
who  will  have  egg  on  his  face,"  notes 
the  Congressional  Research  Service's 
Louis  Fisher,  a  separation-of-powers 
expert. 

And  if  the  President  moves  too 
forcefully  into  the  twilight  zone  where 
the  executive  and  legislative  branches 
share  power,  the  GOP  could  punish  him 
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by  stalling  nominations  and  curbing  his 
spending  ability.  That  could  damage 
both  sides.  "The  American  people  want 
things  to  happen,"  says  Stephen  Hess, 
a  Brookings  Institution  Presidential 
scholar.  "If  it's  another  form  of  giidlock, 
they  all  go  down." 

Despite  the  risk,  Clinton  in  the  fu- 
ture is  likely  to  opt  for  more  solo  gov- 
erning. Experts  particularly  expect 


more  moves — like  the  striker-replace- 
ment order — intended  to  shore  up  the 
crumbling  Democratic  voter  base.  And 
if  the  GOP  hands  Clinton  the  line-item 
veto,  as  the  Contract  With  America 
promises,  his  hand  will  be  further 
strengthened. 

But  over  the  long  haul,  govei'nment- 
by-fiat  may  not  turn  out  to  be  a  sound 
strategy.  It  invites  "those  who  oppose 


you  to  overturn  you,"  says  Roger  B. 
Porter,  a  veteran  of  three  gop  White 
Houses.  If  Clinton  overreaches,  even 
congressional  Democrats  could  end  up 
feeling  undercut.  The  result:  Partisan 
loyalties  could  yield  to  turf  fights,  cre- 
ating stunning  defeats  for  Clinton.  It's 
a  thi-eat  the  White  House  ignores  at  its 
peril. 

By  Stan  Crock  in  Washington 


PICKET  LINES?  JUST  CALL  1-800-STRiKEBREAKER 


When  14,000  mem- 
bers of  the  Unit- 
ed Auto  Workers 
(UAW)  walked  off  the 
job  at  Caterpillar  Inc. 
last  June,  management 
wanted  to  keep  the 
plants  nmning  anyway. 
To  do  so,  the  heavy- 
equipment  maker  need- 
ed I'eplacements  fast. 

It  didn't  have  to  look 
far.  These  days,  replace- 
ment worker's — br-ought 
in  to  do  the  jobs  of 
striking  workers — are 
readily  available  from  a 
slew  of  temporary-help 
agencies  tiying  to  turn 
an  extra  buck.  World- 
wide Labor  Support  in 
Pascagoula,  Miss.,  has  provided  Cat 
with  up  to  225  welders  and  techni- 
cians. Manufacturing  Technical 
Search  Inc.  in  Westchester,  111.,  and 
Strom  Engineering  Corp.,  a  tempo- 
rary-employment company  in  Min- 
netonka,  Minn.,  have  also  supplied 
Caterpillar-.  Some  r-eplacement-work- 
er  sour'ces  ar^e  mor"e  familiar — and 
surpr-ising:  McDonnell-Douglas  Corp. 
says  it  has  supplied  Cat  with  work- 
ers— even  though  it  has  8,000  UAW 
members  of  its  own.  Sources  close  to 
Cat  say  the  workers  are  machinists 
helping  the  company  weather  its 
strike. 

HUMMING  ALONG.  Development  of  a 
national  pool  of  replacement  workers 
gives  union  employers  a  powerful 
new  weapon  against  labor-.  Rather 
than  shut  dowor  and  r-ely  on  piled-up 
inventory  to  get  thr*ough  a  walkout, 
employers  can  turn  to  str-ikebreaker- 
outfits  to  keep  production  lines  hum- 
ming. Supplying  replacements  re- 
mains contr-oversial:  Manpower  Inc., 
the  natio.n's  largest  temp  agency, 
shuns  the  practice.  And  employers 


BUSED  IN:  Outside  staff' helped  in  the  Caterpillar  stoppage 


often  put  up  with  hefty  sacrifices  in 
cost  and  quality,  caused  by  the  turn- 
over in  temps  who  camp  out  in  mo- 
tels far  fi-om  home.  Still,  the  practice 
is  shifting  "the  balance  of  power- 
even  further  to  management,"  says 
Hariey  Shaiken,  a  labor  economist  at 
the  University  of  Cahfor-nia  at 
Ber-keley. 

The  ease  with  which  employers 
can  find  replacements  is  having  an 
effect  on  some  str-ikes.  Bridge- 
stone/Firestone  Inc.  has  used  wor-k- 
er's  supplied  by  Defender-  Ser-vices 
Inc.  in  Columbia,  S.  C,  dur'ing  an 
eight-month  str-ike  by  the  r-ubber- 
w-orkers  union.  With  limited  in-house 


Some  temp-help 
agencies  make 
a  specialty  of 
replacement  workers 


resources  to  handle 
such  situations,  "you 
use  whatever  you  can," 
says  a  Bridgestone 
spokesman.  Indeed,  the 
str-ikebreaker-  business 
now  is  so  sophisticated 
that  some  agencies 
have  built  up  national 
databases  of  wor-kers. 
Denver's  U.  S.  Nursing 
Corp.,  whJch  supplies 
medical  staff  to  hospi- 
tals coping  with  strikes, 
says  it  has  5,000  names 
on  tap. 

A  national  pool  of 
ready  wor-kers  is  also 
having  an  effect  on  la- 
bor talks.  For  instance, 
after  Deere  &  Co.  saw 
that  Caterpillar  could  operate  despite 
a  walkout,  it  took  a  tough  line  in  ne- 
gotiations with  the  UAW.  The  union 
was  so  afraid  of  losing  jobs  that  it 
r-emained  at  wor-k  for-  four  nronths 
r-ather-  than  strike.  On  Mar.  5,  it  gave 
in  to  many  of  Deere "s  demands.  "We 
wer-e  wor-ried  that  they  had  Mred 
the  same  temp  frr-ms  that  Caterpillar 
is  using,"  says  one  uaw  official.  But 
Deer-e  says  this  wasn't  the  case. 

Providing  employer's  with  strike- 
br-eaker's,  of  course,  is  far  from  a 
r'isk-free  undertaldng.  Manpower 
President  Mitchell  S.  Fr-omstein  says 
his  agency  hasn't  gotten  into  the 
business,  partly  because  doing  so 
could  "put  our  employees'  safety  at 
risk."  And  President  Clinton's  Mar.  8 
executive  or'der-  bar-r-ing  big  employ- 
ers that  hir-e  per-manent  r-eplace- 
ments  fi-om  obtaining  any  federal 
contr-acts  may  put  a  crimp  in  the 
business — though  probably  not  a  big 
one.  Shipping  in  replacement  work- 
ers is  just  too  potent  a  weapon 
against  union  picket  lines. 

By  Kevin  Kelly  in  Chicago 


The  benefit  of  technology 
is  not  technology. 

don't  care  about  hunks  of  hardware, 
modem  speeds 
or  which  plug  goes  where. 
Computers  should  work  together. 

Period. 


That's  the  price  of  entry 


When  computers  work  together 


111  :i  series  


Macintosh  Compatibility 


people  work  together 


Information  doesn't  circle  around 


error  commands 


it's  not  just  about  what  the 


computers  can  d( 


it's  about  what  the  people  can  d' 


Macintosh:  tiic  c()iii|)iiIct  that  tits  in.  Apple  .Macintosh  com- 
puters are  now  more  compatihie  than  e\'er  \vitli  \  irtualK 
an\  conipiitint; environment,  hi  fact,  the  PowerMacintosh' 
()100/6(i  DOS  Conipatilile  h;Ls  both  a  PowerPC  chip  and  a  486 
DX2/66  cliip  inside.  With  one  toucli  of  a  l<ey,  you  can  switcli 
from  the  Mac 'OS  to  Windows -or  DOS -and  back  again. 
1-very  Macintosh  comes  with  sophisticated  networking  capa- 
bilities built  in,  making  it  e;LS\'  to  add  to  an  existing  nehvork, 
whether  it  consists  of  PCs  running  DOS,  Windows  or  OS/2,  f)r 
even  UNIX' workstations.  /\nd  every  Power  Macintosh  can  run 
DOS  and  Windows  software  with  the  aid  of  a  program  called 
SoftWindows"''"  So  you  never  have  to  worry  about  sacrificing 
your  sofKvare  investment. 

Macintosh:  the  computer  that  stands  out.  ,\t  the  lieai't  of 
Power  Macintosh  lieats  the  revolutionar\  KISC-b;Lsed  PowerPC 
microprocessor  it's  so  fxst,  in  fact,  tliat  in  tests  performed  by 
Ingram  Labs,  the  Power  Macintosh  SIOO/llO  was  on  average 
4S";  faster  overall  than  the  tiistest  Pentium  PC  tested.^  Provid- 
ing the  horsepiower  needed  to  do  real-time  videoconferencing, 
sophisticated  multimedia  and  other  emerging  technologies. 
The  kind  of  horsepower  that  moved  PC  Week  to  recently  write, 
The  speed  of  the  I^owerPC  processor,  coupled  with  Windows 
compatibility  is  a  compelling  reason  for  some  customers  to 
move  from  a  PC  to  a  Macintosh  platform." 

Macintosh:  the  computer  with  the  competitive  edge.  In  a 
study  by  Arthur  D.  Little.  .Macintosh  users  completed  a  set  of 
business  computing  tisks  in  44%  less  time  than  a  comparable 
group  of  PC  users  running  Windows  took  to  do  the  same  t;isks. ' 
So  companies  adopting  Power  Macintosh  computers  for  real 
benehts  today  will  also  find  they  have  a  competitive  edge 
tomorrow,  translated  into  lower  training  and  support  costs  ;ls 
well  as  the  ability  to  do  jobs  in-house  that  were  once  farmed 
nut.  Since  Apple  has  alwa\  s  been  a  leader  in  the  de\'elopment 
if  sound,  graphics,  animation  and  video,  advanced  teclmolo- 
'^les  such  as  multimedia  and  3-D  graphics  are  easier  to  do  on 
:i  M;ic.  And  since  we're  committed  to  compatibility  with  multi- 
ile  computing  environments,  the  benefits  of  .Macintosh  can 
'  Atend  throughout  anv  company 

!;ilk  to  yolu-  information  systems  people.  Ask  them  how 
'>lacintosh  can  ht  into  your  network.  Or  feel  free  to  visit  us 
)ii  the  hiternet  at  http://www.apple.com.  We'd  like  to  show 
ou  liow  Apple  computers  are  W'orking  for  other  companies, 
lecause  we  can't  imagine  a  better  way  to  demonstrate  the 
power  of  Macintosh.  The  power  that  fits  in  and  stands  out. 
rlie  power  to  bevourbe.st. 


Apple 


I'imr  \lricmh^li  Omm  miU'.mluM        US-Das, iiidVim/oii^  i  I  ,lira/ly.  ;llitr  l'fm,T  M<i(iiih"J) 
'Ms  nyim-.SiillWiiiiloii'SSo/lii-iirv  '"I'clmitirv  !')')^  lii;irmi  hihf  sliuly  A  I'ni'inmiinv  O'lnlKim/ii  1f>plf 
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INVESTIGATIONS 


THE  WATCHDOG 

WHO  BARKED  AT  HILLARY 

Volunteering  CFTC  files  may  cost  the  top  commodities  cop  his  job 


By  all  accounts,  Dennis  A.  Klejna  is 
a  model  government  watchdog.  For 
12  years,  he  has  been  enforcement 
chief  for  the  Commodity  Futures  Ti'ad- 
ing  Commission.  Among  his  plaudits:  a 
Distinguished  Presidential  Rank  Award 
for  exemplary  performance. 

So  how  come  Klejna  is  being  eased 
out  of  his  job?  On  Mar.  8,  senior  cftc 
officials  urged  him  to  accept  a  transfer 
to  the  agency's  New  York  regional  of- 
fice. The  CFTC  says  the  move  is  part  of 
a  planned  reorganization.  But  more  may 
be  involved,  cftc  officials  repeatedly 
have  changed  their  explanations  of 
Klejna's  demotion.  And  business  week 
has  learned  that  the  shift  came  after  a 
Democratic  cftc  commissioner  with 
White  House  ties  discovered  that 
Klejna  had  offered  to  help  the  Whitewa- 
ter special  prosecutor  look  into  First 
Lady  Hillaiy  Rodham  Clinton's  contro- 
versial commodities  trades. 

Last  s])ring,  Klejna  volunteered  CFTC 
information  to  then  Independent  Coun- 
sel Robert  B.  Fiske  Jr.  Within  days,  he 
told  Commissioner  Barbara  R  Holum.  at 
the  time  the  cftc's  acting  head,  about 
his  offer.  A  prominent  Democratic  fund- 
raiser and  longtime  Clinton  friend,  Ho- 
lum was  furious  and  set  out  to  oust 
Klejna  as  a  "ti'aitor,"  says  a  soui-ce  close 
to  internal  cftc  discussions. 
CONTRADICTIONS.  Holum  confuins  that 
Klejna  came  to  her  last  Apiil.  But  she 
denies  discussing  the  matter  with  the 
Wliite  House  or  tiying  to  dum])  Klejna. 
"I  never  made  an  issue  of  tliis,"  she  says. 
And  p.rsiN'ESS  week  has  no  evidence  of 
White  House  meddling.  But  if  Klejna's 
removal  was  an  act  of  political  retribu- 
tion, it  could  be  another  blow  to  an  Ad- 
ministration tih'eady  deep  in  ethics  woes. 

Republicans  are  eager  to  paint  the 
incident  as  political  interference  with 
an  independent  regulatoiy  agency.  On 
Mar.  15,  Senator  Lauch  Faircloth  (R- 
N.  C),  a  member  of  the  Senate  Banking 
Committee,  met  with  cftc  Chairman 
Mary  L.  Schapiro  and  Klejna.  Faircloth 


says  he  remains  suspicious  of  pohtical 
motives  in  Klejna's  transfer  and  will 
seek  a  Senate  investigation.  "I  fully  in- 
tend to  deteiTnine  if  the  White  House 
was  involved  in  an  attempt  to 
remove  Dennis  Klejna,"  he  says. 
An  Administration  spokesman 
strongly  denies  any  White  House 
involvement. 

Klejna  is  reluctant  to  blame 
the  affair  on  partisan  politics. 


KLEJNA S  CHRONOLOGY 

EARLY  APRIL,  1994  Dennis 
Klejna  approaches  the  White- 
water special  counsel  offering 
to  help  in  the  investigation  of 
Hillary  Rodham  Clinton's  contro- 
versial commodities  trading. 

MID-APRIL,  1994  Klejna  tells 
Barbara  Holum,  acting  CFTC  chair, 
of  his  action.  A  CFTC  source  says 
she  reacts  angrily. 

MAR.  3,  1995  After  denying  two 
days  earlier  that  Klejna  is  on  his 
way  out,  new  CFTC  chair  Mary 
Schapiro  confirms  that  Klejna  may 
be  transferred  to  a  new  job. 

MAR.  8,  1995  Klejna  is  offered  a 
transfer  to  the  agency's  Manhattan 
regional  office. 

"Everyone  around  here  says  it's  not 
tiTie,"  he  shiiigs.  "I  don't  want  to  dis- 
agi'ee."  He  adds,  though,  that  he  may 
refuse  the  transfer. 

For  her  part,  Schapiro  says  her  only 
aim  is  to  bolster  the  agency.  Four 
months  ago,  as  a  new  chairman,  she  or- 
dered a  review  of  the  cftc's  enforce- 
ment actions  under  Klejna,  who  presides 
ovei'  145  cftc  enforcement  cops  nation- 
wide. The  study,  Schaj^iro  says,  persuad- 
ed her  to  dispatch  him  to  shake  up  the 
underperforming  80-person  Manhattan 
office.  "I've  never  had  any  contact  with 


Jit 


HILLARY:  Another 
potential  imbroglio 


the  White  House  or  anyone  else"  on  this, 
she  adds.  "The  suggestion  that  this  was 
politically  motivated  is  ludicrous." 

But  a  source  close  to  the  cftc  claims 
Holum  and  Schapiro  openly  discussed 
Holum's  desire  to  force  Klejna  out  of 
his  Washington  job.  Holum  contradicts 
Schapiro's  denial  that  the  two  discussed 
the  issue,  saying  they  did  so  on  Feb.  17. 

Moi-eover,  Schapii-o  has  twice  changed 
her  account  of  the  matter  in  responding 
to  BUSINESS  week.  On  Mar.  1,  for  in- 
.stance,  she  denied  that  Klejna  was  being 
relieved  of  his  duties.  But  the  next  day, 
BUSINESS  week  learned 
that  Herbert  F.  Janick 
III,  a  former  Secunties 
&  Exchange  Commission 
enforcement  attorney, 
was  up  for  Hejna's  job 
and  was  already  house- 
hunting in  Washington. 
Schapiro  then  conceded 
she  had  urged  Janick 
and  others  to  apply  for 
Klejna's  job  "if  it  opened 
up."  Janick,  now  deputy 
general  counsel  at  Paine- 
Webbei-  Group  Inc.  in  New  York,  con 
firms  that  Schapiro  discussed  the  jol 
with  him  weeks  before. 
"APOLITICAL  PERSON."  More  puzzling  i? 
the  cftc's  response  to  business  week\ 
questions  about  whether  Klejna  hai 
called  the  Whitewater  prosecutor.  In 
itially,  Schajjiro  denied  any  contact.  Bu' 
after  i-eceiving  a  Mar.  8  letter  fro 
Faircloth  asking  about  Klejna's  status, 
she  said  she  had  just  leamed  from  he: 
enforcement  chief  that  he  had  gone  ti 
Fiske.  Klejna  had  offered  technical  ad 
vice  on  how  to  obtain  crucial  trade  doe 
uments  from  Refco  Inc.,  the  Chicagi 
brokerage  that  helped  the  First  Lad; 
turn  a  $1,000  stake  into  a  $99,537  ret 
between  1978  and  1980.  Schapiro  an 
Klejna  now  say  they  misunderstooi 
business  week's  earlier  questions  an 
did  not  intend  to  mislead. 

Schapu'o,  a  political  independent  whi 
was  appointed  by  GOP  Presidents  Rea 
gan  and  Bush  to  the  sec,  counters  th^ 
accusations  of  partisan  interference  hy 
asserting:  "I'm  an  apolitical  pereon."  Buii 
Faircloth  maintains  that  a  deeper  probt; 
is  needed.  For  the  White  House,  that's  ili 
position  that's  becoming  distressing!; 
familiar. 

By  Michael  Schroeder  and  Doicglai\ 
Harbrecht  in  Washington 


The  GOP  would  love  to  present  this  as  a  case  of  White 
House  political  meddling  with  an  independent  agency 
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When  the  body 
is  comfortable, 
the  mind  travels 


That's  the  philosophy  behind 
World  Business  Class;  '  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  [personal  space  than  an>- 
other  wcjrldvi'ide  airline. 


Plus  personal  videos,  inno\aii\e 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  couitort  to  more  of  the 
world.  Call  your  trawl  agent,  KLM, 
or  Northwest  Airlines. 


©NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly. 


1>800*447>4747 
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World  Business  Class 


Northwest  recycles  over  5000  pjirs  ol  lost  8<  uncUimed  gla 
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COMPUTERS 


GOOD  INSTINCTS 
AT  INTUIT 

Its  tax  software  was  faulty,  but  its  damage  control  was  superb 


Bince  Beasley  doesn't  fancy  himself  a 
consumer  ciiisader.  "I'm  no  Ralph 
Nader,"  he  says  bluntly.  But  when 
the  50-year-old  Oakland  (Calif.)  sculptor 
stumbled  upon  a  serious  gUtch  in  Macln- 
Tax,  a  vei'sion  of  the  Tiu'boTax  pack- 
age for  the  Macintosh,  he  com- 
plained to  the  program's 
developer.  Intuit  Inc.  When 
the  company  bi-ushed  him  off, 
he  got  angiy  enough  to  take 
his  story  to  the  Scm  Fran- 
cisco Chronicle — a  phone  call 
that  helped  ignite  a  national 
frrestorTH  of  controversy. 

Shortly  after  the  Chroni- 
cle's Mar.  1  expose  appeared, 
"deeply  distressed"  Scott 
Cook,  Intuit's  chairman,  confessed 
that  his  company's  line  of  tax  software 
contained  a  number  of  bugs  that  could 
produce  inaccurate  calculations  (table). 
With  customers  ab'eady  sui'ly  over  prob- 
lems with  Intuit's  customer-service  lines 
and  its  stock  languishing  on  investor 
worries  about  Microsoft  Corp.'s  planned 
acquisition  of  the  company.  Cook  moved 
quickly,  offering  to  replace  disks  on  re- 
quest for  Intuit's  1.65  million  custom- 
ers— despite  estimates  that  the  prob- 
lems affect  fewer  than  1%  of  them. 
Block  Financial  Softwai-e  Inc.,  makers  of 
TaxCut,  similarly  offered  its  own  "patch 
disk"  several  days  later,  when  reports  of 
problems  with  that  package  surfaced. 
OVERBLOWN?  The  eiTors  are  no  small 
problem — paiticulai'ly  to  consumers  who 
ab'eady  have  used  the  progTams  to  pre- 
pare their  taxes.  Yet  fears  that  the 
glitches  would  cause  the  burgeoning 
market  for  tax-preparation  software  to 
dry  up  overnight — and  trigger  massive 
liabihties  for  its  developers — now  ap- 
pear to  be  overblown.  CompUSA  Inc. 
and  Egghead  Inc.,  two  big  softwai'e  re- 
tailers, each  report  that  sales  of  tax 
progTams  have  remained  robust.  "It's 
been  business  as  usual,  which  has  been 
sui'prising,"  says  Egghead  buyer  Jane 
Dunning. 

How  did  the  two  companies  emerge 
fi'om  the  fiasco  unscathed — or  at  least 
relatively  so?  Industry  experts  say  that 
such  bugs  are  inevitable  in  tax  soft- 
ware. The  reason:  Progi-ammers  spend 
months  or  even  years  developing  and 


refining  products  such  as  spreadsheets 
or  databases.  But,  to  reach  retailers  in 
time  for  tax  season,  the  makers  of  tax 
software  must  quickly  update  the  code 
for  their  products  between  October  and 

I 


rester  Research  Inc.  Along  with  the  re 
placement  offer.  Cook  penned  an  apolo 
gy  in  a  letter  to  the  product's  regis 
tered    users:    "We    really    let  our 
customers  down,"  he  wTote. 

And  Intuit  isn't  hassling  those  cus- 
tomers who  are  demanding  refunds.  In- 
deed, Intuit  has  been  so  tioisting  that 
callers  to  its  800  phone  Unes  aren't  even 
required  to  provide  proof  of  purchase. 
And  it  posted  coiTected  versions  of  its 
tax  progi-ams  on  commercial  onhne  ser 
vices,  making  them  available  to  people 
who  hadn't  even  purchased  the  original 
progi'am. 

CPAs-ON-A-DISK 

Writers  of  tax 
sofi'ware  often 
work  on  tight 
deadlines,  and 
breakdowns 
in  quality 
may  be 
inevitable 


January — the  period 
dmnng  which  the  Inter- 
nal Revenue  Service 
discloses  the  latest 
changes  in  the  law. 

That  leaves  little 
time  for  the  prelimi- 
nary testing  that  could 
spot  most  problems. 
While  Microsoft  Corp., 
for  instance,  is  expect- 
ed to  mail  testers  more 
than  400,000  "final 
beta"  copies  of  its 
forthcoming  Windows 
95  progi'am,  Intuit  and 
Block  must  rely  lai*gely 
on  their  own  staffs  for 
feedback.  "I  don't  know 
of  any  other  product 
developed  under  these 
kind  of  constraints," 
says  Jeffrey  Tarter,  ed- 
itor of  Soft  Letter,  an 
industry  newsletter. 
"It's  a  miracle  there 
aren't  any  more  bugs." 

Management  experts  say  that  Intuit's 
aggressive  response  to  the  problems 
helped  defuse  a  potentially  disastrous 
situation.  "The  public  loves  a  confessed 
sinner,"  notes  William  Bluestein  of  For- 


Tax  Bugs 


TURBOTIi 


•  Miscalculates  1995  estimated 
tax  payments  and  income 
derived  solely  from  disability 
payments 

•  Creates  errors  in  deductions 
for  business  use  of  a  car 
purchased  in  1994 

•  Miscalculates  asset 
depreciation 


TAXCUT 


•  Drops  all  but  first  two  items 
from  expense  list  imported 
from  related  program 

•  Some  versions  create  extra 
copies  of  tax  forms,  changing 
the  tax  liability 

•  May  enter  a  dependent  for 
users  who  have  no 
dependents 


So  far.  Cook's  will- 
ingness to  publicly 
swallow  a  serving  ol 
humble  i)ie  appears  to 
be  working:  Only 
75,000  of  Intuit's  \A 
million  users  have  re 
quested  a  new  disk 
and  about  3,000  people 
have  downloaded  the 
program  from  online 
services.  As  a  result 
William  Blair  &  Co.  an^ 
alyst  David  Farina  es- 
timates that  Intuit's 
$1.4  million  charge  tc 
cover  the  replacemenl 
costs  should  be  more 
than  adequate. 

Not  everyone  u 
content,  though.  Ever 
an  apologetic  tele 
phone  call  from  Intuil 
President  William  V 
Campbell  and  the  of 
fer  of  a  replacemen 
disk  have  not  managee 
to  mollify  Beasley.  "It  has  shaken  m^ 
faith  in  the  whole  industry,"  he  says 
"Next  year,  I'm  going  back  to  m^ 
accountant." 

By  Dean  Foust  in  Washington 
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We  know 
where  your  productivity 

is  hiding. 


THE  DOCUMENT  COMPANY 
XEROX 

\en)\*  and  The  Dorimicnl  Company'  are  Iradeniark.s  nl  \KR(J\  CORPOKATION. 


There's  an  underlying  reason 
why  office  productivity  is 
flat.  If  e'd  like  to  present  a 
sola t ion:  o u tso u rcing 
document  management  to 
\ero.v  business  Services. 

Wliy  do  most  exefiitives  spend 
up  to  lour  weeks  a  year  wailing 
lor  doeumenls  lo  be  located? 
.  Wliy  are  workgroup  offices 
50%  less  productive  than  home 
ofllces? 

Can  you  really  explain  why 
document  management 
continues  to  lag  when  you're 
spending  so  rnucii  (typically 
6%-12%  of  company  reveiuies) 
to  make  it  better? 

Before  you  try  yet  another 
solution,  consider  why  so  many 
leading  companies  ...  already 
including  nearly  20%  of  tiie 
Kortime  500  ...  are  turning  to 
Xerox  Busmess  Sei-vices. 


Document  Management  Services 


\\  e're  the  world  leader  iji 
document  management  out- 
sourcing services,  offering 
unmatched  expertise  and  the 
most  extensive  and  successful 
track  record  in  our  industry. 

As  The  Document  Company, 
we  apply  a  unique  apjji  oach  to 
optimizing  the  way  people, 
processes,  and  technology  work 
together.  It's  easy  to  implement, 
cost  effective,  and  |)i  ()ven.  \A  e 
even  ensure  it  with  our  Total 
Satisfaction  Cuarantee. 

Let  us  show  vou  how  we're 
changing  old  processes  into  new 
pi'oductivity  at  more  than  4,000 
customer  sites  around  the  world. 
What  you'll  see  is  the  key  to  new 
competitive  leverage. 

W  e  iin  ite  you  to  call  us  today  at 
1-800-TELL-XBS,  Ext.  501.  It's 
a  great  opportunity  to  uncover 
your  hidden  potential. 

Xerox 
Business 
Services 

Making  Your  Documents 
OurBusiness 


In  Business  This  Week 
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A  VIDEO  NETWORK 
THAT  RUNS  ON  PCs 

INFO  HICHWAY  ALERT:  WHILE 

most  putative  I-way  honchos 
are  experimenting  with  ex- 
pensive cable-based  systems 
to  provide  video-on-demand 
or  interactive  television,  one 
trio  of  partners  is  planning  a 
system  that  will  run  over  a 
high-speed  computer  and 
telephone  network.  AT&T,  In- 
tel, and  Oracle  are  close  to 
teaming  up  to  build  "the  first 
video-based  online  service," 
says  one  insider.  The  soui'ces 
say  AT&T  will  sell  and  install 
the  network,  and  Intel  and 
Oracle  will  provide  video- 
transmission  teclmology.  None 
of  the  companies  will  com- 


CLOSING  BELL 


BOLSA  BELLS 

Telefonos  de  Mexico  had  taken 
a  beating  even  before  ttie 
/)o/sa  collapsed.  Now,  Telmex' 
U.S.  shares  trade  around  27, 
from  65  last  August.  For  SBC, 
the  U.S.  phone  company  with 
10%  of  Telmex'  controllmg 
shares,  that  represents  a  $2.6 
billion  paper  loss.  Bell  Atlantic 
has  taken  a  hit,  too:  It  owns 
42%  of  cellular  operator  lUSA- 
CELL,  whose  stock  is  down 
35%.  But  their  outlook  is  up- 
beat. Fewer  than  9%  of  Mexi- 
cans have  access  to  a  phone 
line,  leaving  room  for  growth. 
AT&T,  GTE,  MCI,  and  Motorola 
all  have  partnerships  with 
Mexican  companies  to  bid  for 
long-distance  concessions. 


ment,  but  sources  say  the 
system  should  be  ready  for 
testing  by  April  and  go  on 
sale  in  the  next  year  for 
about  $20  per  month. 

W.R.  GRACE  HAS  AN 
AGE-OLD  PROBLEM 

GEEZERS  NEED  NOT  APPLY? 

College  Retirement  Equities 
Fund  wants  to  amend  the 
bylaws  of  W.  R.  Grace  to  bar 
the  nomination  of  directors 
who  would  reach  the  age  of 
70  before  the  end  of  their 
terms — a  proposal  that 
would  make  14  of  Grace's  22 
current  board  members  in- 
eligible for  reelection.  The 
idea  comes  a  week  after  pop- 
ular CEO  J.  R.  Bolduc  re- 
signed after  differences  with 
Chairman  Peter  Grace,  81. 
The  company  said  cref's 
measure  would  get  "serious 
consideration."  One  share- 
holder says  that  while  the 
proposal  may  not  be  acted 
on,  the  board  clearly  has  to 
do  something  to  "calm  the 
fires,"  calling  Grace  "ripe  for 
breakup  or  takeover." 

AMR  S  EXECUTIVE  IN 
THE  CATBIRD  SEAT 

ROBERT  CRA.X'UALL,  CHAIRMAN 

of  AMR,  gained  an  heir  ap- 
parent, naming  Donald  Carty 
as  president  of  the  compa- 
ny's American  Airlines  unit 
on  Mar.  15.  Carty,  a  finance 
executive  who  has  turned 
down  top  jobs  at  United  Air- 
lines and  Air  Canada  in  re- 
cent years,  won't  get  the 
corporate  president's  title 
Crandall  has  held  since  1980. 
But  he  does  take  on  respon- 
sibility foi'  crafting  new  labor 
agTeements  to  save  .$750  mil- 
lion. His  selection  won't  win 
many  friends  among  a.mr's 
unions,  though.  Says  one  un- 
ion spokesman:  "With  all  the 
emphasis  on  the  nonairline 
parts  of  the  company,  we'd 
like  to  have  seen  someone 
with  the  airline's  health  at 
heart." 


HEADLINER:  JOHN  E.  PEPPER 


AT  P&G,  A  GOOD  COP-BAD  COP  ACT 


So  nice  guys  can  finish  first. 
John  Pepper,  named  Proctei 
&  Gamble's  ceo  effective 
July  1,  is  a  p&g  lifer  who 
has  won  enormous  popu- 
larity throughout  the 
company.  Quite  a 
change  from  his  / 
hard-driving 
predecessoi;  Ed- 
win Aitzt.  In 
five  tumultuous 
years,  Aitzt  in- 
spired more  fear 
than  affection,  cutting 
employment  and  shucking 
money-losing  brands  and 
old-time  marketing  meth- 
ods. The  result:  strong  pi-of- 
its  but  a  biuised  culture. 

Pepper  downplays  the 
morale  problem.  What  he 
does  promise,  in  trae  Proct- 
er fashion,  is  to  double 
sales  over  the  next  decade. 


With  cash  raining  in  from 
p&g's  ongoing  resti-ucturing, 
his  key  task  will  be  to  in- 
vest it  wisely.  Much  of  the 
money  will  go  overseas, 
both  to  core  fran- 
chises in  diapei's 
and  shampoos 
and  newer  are- 
as, such  as 
health  products. 
With  p&g's 
new  worldwide 
operations  chief, 
liarcl-nosed  Durk  Jag- 
er — mnner-up  in  the  ceo 
race — Peppei'  must  improve 
returns  abroad  and  fix  p&g's 
lagging  diapei'  business.  An- 
alysts and  investors  are 
happy  both  men  are  staying 
on — but  wonder  whether 
they  can  work  closely 
together. 

By  Zachary  Schiller 


JUDGE  SPORKIN 
FOR  THE  DEFENSE 

MICROSOFT,  THE  .JUSTICE  DEPT., 
and  Stanley  Sporkin:  The  odd 
trio  are  tangled  in  a  seeming- 
ly endless  legal  waltz.  U.  S. 
District  Court  Judge  Sporkin 
complicated  life  for  the  other 
two  in  mid-Febniaiy  by  toss- 
ing out  Justice's  consent  de- 
cree with  Microsoft.  On  Mar. 
14,  in  a  public  statement,  he 
explained  why.  Sporkin  de- 
fended his  recjuest  for  more 
infonnation  fi-om  Justice  and 
his  decision  to  accept  com- 
ments fi'om  anonymous  Micro- 
soft rivals,  ancl  he  offered 
thinly  veiled  criticism  of  Mi- 
crosoft for  filing  a  Court  of 
Appeals  motion  that  he  recuse 
himself  fi'om  the  case. 


REGULATORY  RELIEF, 
CLINTON-STYLE 

THE  CLLXTOX  ADMINISTRATION 
is  taking  its  fii'st  major  steps 


to  cut  government  red  tape 
On  Mai'.  16,  the  President  waj 
set  to  announce  changes  in 
eluding  exemptions  from  reg 
ulatoiy  fines  for  small  busi 
nesses  that  spend  monej 
coiTecting  violations  instead 
At  the  Environmental  Protec 
tion  Agency,  companies  wil 
be  given  a  180-day  grace  pe 
riod  to  correct  violations  be 
fore  being  fined,  paperworl 
will  be  cut  by  259;-,  and  com 
panies  will  be  eligible  for 
program  suspending  rules  i: 
pollution  goals  are  met. 

ETCETERA... 


■  Micron  Technology  will  lav 
ish  $1.3  billion  on  Lehi,  Utah 
for  a  new  chip  plant. 

■  Groups  led  by  Sprint  and 
AT&T  won  big  in  the  $7  billior 
wireless-service  auction. 

■  Penske  Truck  Leasing  wil 
buy  Leaseway  Ti-ansporta 
tion  for  $200  million. 

■  Boeing  beat  McDonnell 
Douglas  for  a  $1.17  billion 
Scandinavian  Airlines  order. 


To 
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12  wealth-building  strategies 
to  lock  in  your  retirement. 


FACT:  As  prices  and  taxes 
<eep  going  up,  slowly  robbing 
as  of  our  ability  to  save,  most 
Americans  today  will  fail  to  reach 
:heir  retirement  goals. 

2an  you  afford  to  retire  comfortably?  Securely? 
\nd  with  more  income  than  you're  now  earning? 

Discover  how  in  this  remarkable  new  Workbook  & 
Video.  Together,  step-by-step,  you  and  nationally 
known  financial  advisor  Kim  Nazarek  will  apply 
12  p^roven,  often  overlooked  strategies  to  your 
iDersonal  goals  and  create  a  sound,  sensible 
retirement  plan  to  get  you  from  here  to  there. 

[t's  easy  ...  and  all  you  need  are  your  current 
financial  records. 


You  risk  nothing  to  find  out  how  "The  New  Dynamics 
of  Retirement  Planning"  can  change  your  life: 

1.  User  Friendly  100-page  Workbook  Kim  explains 
why  most  Americans  are  unprepared  to  retire,  then  takes  you 
through  15  plain-talking  worksheets  and  12  exciting  strategies 
leading  to  retirement  wealth.  (Any  questions?  Just  phone 
Your  Private  Advisor  help  line.) 

2.  Unique  56-minute  Video    Kim  makes  the  workbook 
:ome  alive  with  this  informative  one-on-one  consultation,  and 
yov\  save  the  hundreds  it  costs  for  an  in-person  session. 

3.  FREE  Pocket  Calculator  A  gift  to  help  you  with  the 
worksheets,  and  perfect  for  your  briefcase  or  purse. 

ro  order  "The  New  Dynamics  of  Retirement  Planning" 
Workbook  &  Video,  or  for  more  information,  call  now: 

SPECIAL  INTRODUCTORY  OFFER:  Only  $79.95  -  at  least  $40  less  than  you'd 
expect  to  pay.  Plus  $3.85  stilpping  &  handling.  (CA  residents  add  sales  tax.) 

No  risk,  no  obligation.  Please  allow  4  weeks  for  UPS  delivery. 


Kim  Nazarek  is  a 
noted  financial 
consultant  to 

individuals  and 
major  corporations. 
Radio  talk  show  host. 
Guest  speaker  and 
author  on  finance, 
business  development 
and  investment 
strategies. 

Member  lAFP. 


Strategies  to  help  you  achieve  your  retirement  goals: 

•  Enjoy  a  tax-free  retirement  income  without  reducing 
your  savings  and  investments. 

•  Use  3  favorite  tax  strategies  of  the  very  wealthy. 

•  Access  retirement  dollars  early  without  a  10"/o  penalty. 

•  Sell  any  appreciated  asset  and  pay  no  capital  gains  tax. 

•  Borrow  from  your  home  and  never  make  a  payment. 

•  Save  more,  even  if  you  have  nothing  more  to  save. 

•  Use  tax  credits  to  cut  taxes  just  like  major  corporations. 

Money  Back  Guarantee  We'll  promptly  refund  your 
full  $79.95  payment  if  you  decitie  to  return  the  Workbook 
&  Video  within  15  days.  (The  calculator  is  yours  to  keep.) 

1-800-707-MONEY 


VISA* 


(1-800-707-6663) 


Wc  were  concerned  about  retirement  but  Kim 's  -workbook  and  video 
put  it  all  in  perspective.  Now  'we've ^'^ot  a  plan  and  iiv  feel  seciu-e. 

Bud  M.,  43,  Engineer 

If  I  could  give  only  one  suggestion  to  am/one  making  their  retiremeid 
plans,  regardless  ofa'^e  or  income,  I'd  say  use  this  workbook. 

Adele  W.,  51,  Sales  Rep 


Your  Private 

A  unique  series  of  financial  planning  videos  &  workbooks 

S  1995  PRIVATE  ADVISOR,  INC    ALL  RIGHTS  RESERVED 


YES,  send  me  "TTie  New  Dynamics  of  Retirement  Planning" 
Workbook  &  Video  plus  FREE  pocket  calculator  for  only  $79.95 
plus  $3.85  shipping  &  handling.  (CA  residents  add  sales  tax.) 

Name 


Address 


City 


State 


Zip 


□  Charge  my  credit  card:  □  American  Express  □  Visa  □  MasterCard 
Card  #   Exp  Date   


Signature 


□  Check  payable  to  "Private  Advisor,  Inc." 
iJVfAIL:  Private  Advisor,  1579  Farmers  Lane  #314,  Santa  Rosa,  CA  95405^ 


YOV  NO  LONGER  need 
TO  wear  A  SUIT  WHEN  YOU 
GO  TO  buy  A  CAR. 

There  are  many  preparations  one  must  make  before  shopping  for  a 
new  car.  But  getting  ready  to  do  battle  should  not  be  one  of  them. 

That's  why  General  Motors  created  Value  Pricing.  It's  a  whole  new 
way  of  selling  cars  that  makes  the  shopping  process  simpler  and  virtually 
battle-free. 

Basically,  instead  of  creating  options  for  you  and  our  salespeople  to 
fight  over,  we  simply  include  them.  All  for  one  low  sticker  price.  That  way, 
you  won't  have  to  reenact  the  Hundred  Years' 
War  over  things  like  air  conditioning,  airbag 
and  anti-lock  brakes. 

You'll  also  get  24-hour  roadside  assistance 
and  a  3-year,  36,000  mile  Bumper-to-Bumper  warranty  with  no  deductible.  All 
for  a  price  that's  considerably  lower  than  most  comparably  equipped  vehicles. 

Whether  you're  buying  or  leasing,  come  see  the  over  70  Value  Priced 
cars  and  trucks  at  Chevrolet,  GMC  Truck,  Pontiac,  Oldsmobile,  Buick  and 
Cadillac  showrooms.  And  by  all  means,  feel  free  to  come  as  you  are. 

General  Motors 

©1995  Gmnil  Motors  Corponitioil.  Always  wnli  your  solely  Mb,  £mi  with  airlwgs.  Sec  vow  Jeuh  fin  wammt)'  Jffui/s. 

Chevrolet  •  GMC    Truck   •  Pontiac    •  Oldsmobile   •  Buick   •  Cadillac 


it- 


WE    FLY  THE  WORLD 


^  To  over  90  destinations  worldwide,  Malaysia 
Airlines  is  the  premier  choice. 

Spanning  the  skies  over  6  continents,  in  some 
of  today's  most  advanced  aircraft. 

Including  the  latest  747-400s  and  the  largest 
fleet  of  737-400S  outside  the  USA. 

You'll  experience  service  rated  among  the 
world's  ten  best  for  long  haul. 


And  the  finest  first  class  in  a  survey  of  31 
international  airlines. 

Small  surprise,  we  fly  more  people  than  any 
other  airline  from  Southeast  Asia. 

In  making  travel  a  pleasure  for  you,  the  sky's 
the  limit  for  Malaysia  Airlines. 

Across  6  continents,  graced  with  service  from 
the  heart  which  says,  you  mean  the  world  to  us. 


Malaysia  Airlines  is  a  member  of  Coniinental  One  Pass  For  reservations  and  information,  call  your  favorite  travel  agent  or  Malaysia  Airlines  toll  free  :  800-421  8641 
48D-CA 
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OWEN  ULLMANN 


HE  POLITICS  OF  POISON: 

AVE  PERSONAL  AHACKS  GONE  TOO  FAR? 

Iemocrats  started  it,  hoping  that  spotlighting  the  "sleaze 
factor"  would  slow  the  Reagan  Revolution.  Republicans 
perfected  it  when  Newt  Gingrich  brought  down  a  House 
aker  and  other  Hill  barons  with  devastating  assaults  on 
Tupt  Democratic  machine  politicians."  Now,  both  sides 
bogged  dowTi  in  an  ethics  swamp  that  is  building  public 
^st  for  politics. 

larely  has  the  U.  S.  political  system  been  so  poisoned  by 
sr  attacks  on  officials'  professional  ethics  and  personal  mo- 
;y.  The  aim  of  this  new  blood  sport  is  to  de- 
ly  a  political  agenda  by  tearing  down  the 
X)nent's  integrity.  Although  no  one  is  calling 
looser  ethical  standards,  some  fear  that  the 
Tied  character-slamming  has  adverse  conse- 
nces:  Qualified  candidates  are  shunning  pub- 
iervice,  revenge  is  superseding  bipartisan- 
I,  and  voters  may  be  lured  to  third  parties, 
rt-  of  the  revulsion  with  government  is  the 
ef  that  there's  nothing  but  corruption  in 
>hington,"  says  Suzanne  Garment  of  the 
erican  Enterprise  Institute, 
'or  now,  Bill  Clinton  is  in  the  deepest  muck, 
effectiveness  has  been  hurt  by  the  White- 
er  affair  and  womanizing  allegations.  And 
a  pro-reform  Administration,  the  list  of  of- 
Is  in  ethical  scrapes  is  growing:  On  Mar.  14, 
Justice  Dept.  asked  for  a  special  prosecutor 
nvestigate  Housing  &  Urban  Development 
retaiy  Henry  G.  Cisneros  over  whether  he  lied  to  the  FBI 
lit  payments  to  his  ex-mistress.  Meanwhile,  Hill  Republi- 
5  want  an  independent  counsel  to  poke  into  Commerce 
retary  Ronald  H.  Brown's  murky  finances.  And  Mike 
ly  was  recently  forced  to  resign  as  Agriculture  Secre- 
'  amid  allegations  that  he  accepted  improper  gifts. 
Vhile  in  the  minority,  Republicans  turned  such  mud-sling- 
into  effective  political  weapons.  But  now  that  it  rules  the 
,  the  GOP  is  attracting  similar  ethics  broadsides.  House 


GINGRICH:  On  the  defensive 


Speaker  Gingrich  has  been  put  on  the  defensive  by  his  grab- 
and-ran  book  deal,  charges  that  he  intervened  vdth  lavraiak- 
ers  on  behalf  of  corporate  benefactore,  and  complaints  that  he 
lied  by  labeling  his  college  course  as  nonpartisan.  Democrats 
have  filed  four  ethics  complaints  against  Gingrich. 
PILEUP.  Democrats  also  allege  that  Texas  Senator  Phil  Gramm 
violated  federal  campaign-financing  rules  when  he  headed 
the  GOP's  Senatorial  campaign  committee.  Representative  Jo- 
seph M.  McDade  (R-Pa.)  is  facing  trial  on  influence-peddling 
charges.  And  sexual-harassment  complaints  still 
hang  over  Senator  Bob  Packwood  (R-Ore.) 

Character  assassination  is  nothing  new  in 
Washington.  What's  new  is  the  vehemence  of 
the  assaults  and  the  wiUingness  to  turn  ideolog- 
ical disputes  into  personal  feuds.  "The  goal 
now  is  to  discredit  individuals  rather  than  block 
their  programs,"  laments  Rutgers  University 
political  scientist  Ross  K.  Baker. 

Even  worse,  this  political  mau-mauing  is  de- 
terring qualified  candidates  from  joining  gov- 
ernment. A  recent  example  is  Retired  Air 
Force  General  Michael  P.  C.  Cams'  withdrawal 
on  Mar.  10  as  Clinton's  nominee  for  ciA  Di- 
rector Cams'  sin:  a  pay-and-immigration  dis- 
pute invoking  a  former  domestic  employee. 

Individuals  interested  in  public  service  are 
growing  ever  more  reluctant  to  put  themselves 
and  their  families  through  the  ethics  meat 
grinder.  Indeed,  associates  of  foiTner  hud  Secretary'  Jack  F. 
Kemp  say  one  reason  he  nixed  a  Presidential  run  was  fear  of 
having  his  personal  Hfe  scrutinized  in  '96. 

Will  anyone  call  a  truce?  Not  likely,  as  long  as  both  sides 
ai-e  drawing  blood.  With  momentous  debates  looming  over  the 
role  and  cost  of  govemment.  Republicans  and  Democrats 
certainly  have  passionate  differences  to  resolve.  But  they're 
too  busy  throwing  ethical  spitballs  at  each  other  to  bother. 

With  Richard  S.  Dunham 


CAPITAL  WRAPUP 


INNIE  ON  THE  HOT  SEAT 

First,  cash-strapped  District  of  Co- 
mbia  asked  Congress  to  lift  the 
?deral  National  Mortgage  Assn.'s 
sal-tax  exemption.  Now,  Boston- 
ised  activist  Bruce  Marks  is  launch- 
g  a  campaign  to  force  Fannie  Mae  to 
mdle  more  loans  in  low-income  are- 
.  A  master  at  marshaling  public 
linion,  Marks  won  low-income  lend- 
g  concessions  from  Fleet  Financial 
roup  Inc.  last  year.  Image-conscious 
innie  Mae  says  it  "stands  by  its 
hievements  in  housing." 


TAKE  TWO  FOR  THE  DNC 

►  Wanna  take  a  meeting  with  enter- 
tainment moguls  Steven  Spielberg, 
David  Geffen,  and  Jeffrey  Katzen- 
berg?  Just  pony  up  $25,000  a  couple, 
the  admission  for  an  Apr.  8  Democrat- 
ic National  Committee  fund-raiser  the 
Dream  Team  is  hosting.  Earlier,  the 
event  was  postponed  because  of  bore- 
dom with  President  Clinton  among 
the  Hollywood  set.  With  oilman  Tru- 
man Arnold  as  the  dnc's  new  finance 
chief,  other  big  donors  may  begin 
opening  their  checkbooks. 


TALBOn  IS  NO  BROWN 

►  The  Mar.  7-8  trade  mission  to  Haiti 
headed  by  Deputy  Secretary  of  State 
Strobe  Talbott  wasn't  as  rewarding  as 
previous  trips  led  by  Commerce  Sec- 
retary Ronald  H.  Brown.  But  Com- 
merce aides  say  their  normally  CEO- 
schmoozing  boss  was  too  busy  to  tag 
along.  Another  possible  reason  for 
staying  put:  Ex-lobbyist  Brow^n  is 
persona  non  grata  in  Haiti  because  he 
represented  the  brutal  Duvalier  dic- 
tatorship that  preceded  the  current 
democratically  elected  government. 
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H  AT  A  H  K  TIIK  ISSUES? 

International  Paper  owns  or 
inages  over  6,000,000  acres  of 
1(1  in  America. 

With  that  owner.shij)  comes  a 
;pon.sil)ility  to  protect  and  care 

■  this  vast,  renewahle  resource 
;  believe  that  a  balance  must 
ist  between  land  preservation 
[1  land  utilization. 

We  know  there  arc  millions  of 
)ple  who  rely  on  our  lorestland 
different  yet  important  reasons, 
•ne  need  lumber  to  build  homes, 
ine  need  tons  of  [)a|)«'r  to  run 
ir  businesses.  Some  just  want  a 
cc  to  go  camping  or  fishing. 
These  are  not  complicated 
sires.  But  satisfying  them 
olves  complex  personal,  busi- 
is  and  global  issues. 
If  you're  an  environmentalist, 
I  may  ask  how  the  ecology  of 

■  forest  will  be  safeguarded 
that  wildlife  will  always  have 
ourishing  habitat.  If  you're  a 
ckholder,  you  may  question 

i  ether  International  Paper  will 
;:p  growing,  while  maintaining 
resources,   and  providing 
I'lerica  with  more  and  better 
inducts  ill  the  future.  If  you're  a 
■ent,  you  may  wonder  if  your 
Idren  and  your  children's 
Idren  will  always  have  forests 
vhich  to  experience  nature. 
IDeciding  how  best  to  use  the 
ion's  land  will  be  debated  for 
turies.  At  International  Paper, 
ving  the  land  better  than  we 
nd  it  is  an  environmental  and 
nomic  imperative  because  the 
cess  of  our  com])any  depends 
much  on  the  health  of  our 
;sts  as  anything  we  do. 


WHAT  WE  ARE  DOING. 

Every  year,  we  invest 
milhons  of  «lollars  to  liiul  belter 
ways  to  manage  our  land. 

( )ne  result  is  a  new,  stronger 
family  of  [)ine  trees.  Devei- 
o|(cd  through  a  |)rocess  of 
natural  selection,  it  produces 
more  wood  per  acre  over  a 
2.5-year  growing  period.  We're 
planting  ISO  million  (tf  these 
SuperTree" seedlings  evei-y  year. 
By  the  year  2000,  we'll  have 
30%  more  wood  fiber  gi-owing 
on  our  lands  than  in  1990. 

We've  entered  into  part- 
nerships with  groups  like  The 
Nature  Conservancy  and  The 
Conservation  Fund,  in  ad(htion 
to  state  and  federal  agencies. 

Results?  We're  the  first  U.S. 
comj)any  particii)ating  in  an 
inventory  and  protection  pro- 
gram with  the  Department  of  the 
Interior's  Nati(Hial  Biological 
Siu-vey.  We  already  protect  the 
habitats  of  12  federally  listed 
animals  and  one  f)lant  species 
on  our  lands.  Of  the  land  we 
own.  96%  is  available  to  tiie 
jmblic  through  leasing  and 
other  j)rograms  for  camping, 
hiking,  hunting  or  boating. 


WHAT  IT  MEANS 
TO  YOU. 

Perhaps  Theodore 
Roosevelt  said  it  best: 
"The  nation  behaves 
well  if  it  treats  the  nat- 
lu-al  resources  as  assets 
which  it  must  turn  over 
to  the  next  generation 
uicreased,  and  not  im- 
paired, ui  value." 

With  this  ad,  we're 
beginning  a  dialogue 
that  will  raise  issues 
an<l  share  viewpoints. 

To  talk  further, 
jtlease  <'all  Dr.  Sharon 
Haines,  Manager  of 
Natural  Resources,  at 
l-800-4.''i.5-1046. 


INTERNATIONAL^)  PAPER 

We  answei^  lo  Uie  world. 


International  Business 


E  FALL  OF 
RLOS  SALINAS 

Was  he  an  economic  visionary  ar,  merely 
the  consummate  Mexican  politician? 


On  Mar.  10.  a  short,  baldin!!™"^- 
man  boarded  the  corporate  je  ^'  ■ 
of  his  godfather,  a  Mexicai 
tortilla   baron.   The  doorf 
closed,  and  the  plane  took  oii 
into  the  northern  sky  carry! 
ing  its  passenger  to  what  appeared  fc  ■) 
be  a  lengthy  exile  in  the  U.  S.  * 

The  unceremonious  departure  prob 
ably  marked  the  end  of  the  remarkabl 
political  career  of  Carlos  Salinas  de  Gor  "^"^ 
tari.  During  a  six-year  term  as  Presi  ^ 
dent  of  Mexico,  Salinas  emerged  as  . 
coui'ageous  economic  reformer  and  a:  ICi 
impressive  new  leader  on  the  worli  ■! 
stage.  His  savvy  use  of  the  far-reachinj 
powers  of  Mexico's  imperial  president  • 
combined  with  an  innate  understandini 
of  international  politics  and  a  finel; 
honed  sense  of  public  relations  madi  istl 
him  a  world  figui-e  at  40.  Now,  his  dras  t 
tic  fall  from  favor,  coming  on  the  heel  m 
of  his  country's  economic  collapse,  ha  !3M 
left  many  wondering  what  went  wrong  f 
The  answer  is  probably  bound  up  i]  i 
the  riddle:  Who  was  the  real  Salinas  2p 
The  Harvard  University-educated  econ  iton 
omist  who  dazzled  the  world  with  hi; 
bold  privatizations  and  market  open 
ings?  The  visionary  who  co-created  th( » er 
North  American  Free  Ti-ade  Agree  UK 
ment?  The  passionate  advocate  who  con  is  1 
vinced  nearly  everyone  that  Mexico  wa  get ', 
capable  of  leaping  from  gi-inding  Thin  ipo 
World  poverty  and  backwardness  t(!onii 
First  World  prosperity?  Or  was  Salinai  iiier 
the  consummate  Mexican  politician  wh(  o  a 
latched  on  to  the  idea  of  economic  mod  bs  1 
ernization  merely  to  allegedly  enriclfflc 
himself  and  his  cronies  through  the  lu  m 
crative  sell-off  of  more  than  1,000  state  led 
run  companies — a  man  not  above  en  [tlii 
gaging  in  deals  with  murderous  druj  'k 
traffickers  and  con-upt  party  bosses?  :t> 
What  can  be  said  is  that  Salinas  an 
President  took  Mexicans  on  an  extraorp. 
dinaiy  ride  that  brought  them  tantaliz  tain 
ingly  close  to  developed-world  statusjayl 
In  his  race  to  reach  that  destinationies 
though,  he  committed  eiTors  that  wil 
dog  Mexicans  for  years  to  come. 

Salinas'  sudden  decline  closely  parte 
allels  that  of  the  Mexican  economy.  Botl 
seemed  imbued  with  such  natural  promjir'  - 
ise,  such  dynamism,  such  capacity  fo]j 
change.  But  when  the  collapse  came 
people  realized  Salinas'  long-running Q 
success  stoiy  had  been  a  mixture  of  illu- 
sion and  reality.  "It  was  all  smoke  anc 


Hi 


QUICK  STUDY 

In  his  Har-vard  days,  Salinas 
read  up  on  Keynes,  Smith — 
and  Machiavelli 


to 
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Carlos  Salinas:  A  Brief  History 

Salinas  elect- 


AUG.  1988 


ed  President 

■  Salinas  orders 

arrest  of  oil  workers  union 
chief  Joaquin  Hernandez 

Mexican  debt 


FEB.  1990 


rescheduled 


DEC.  1990 


privatized 


Telmex 


^fpRfsioiy/ 

OIL  WORKERS:  Salinas  ivas  unyielding 


JUNE  1990 


Formally 
proposes  NAFTA  with 
George  Bush 

CHHISIU.S. 

Congress  approves 
NAFTA 


LOVE  FEST:  With  Bush  in  Washington 


MAR.  1994 


JAN.  1994! 


Zapatista 
guerrillas  take  over 
Chiapas  towns, 
rocking  politics 


Presidential  candidate  Colosio  assassinated, 
foreign  exchange  reserves  begin  falling 


AUG. 1994 


SEP.  1994 


Zedillo  elected 


PR  I  Secretary 
General  Francisco  Ruiz 
Massieu  assassinated 

■:[»rig^^i:in  Reserves  fall  when 
PR  I  accused  of  obstructing 
Massieu  assassination  probe 

E33SEEBi  Zedillo  inaugurat- 
ed, soon  devalues  peso; 
currency  plummets 

■  Raul  Salinas 

implicated  in  Massieu  murder 


MAR.  1995 


WHAT  HAPPENED?  Salinas  cikIs 
his  bizarre  hunger  protest 


Carlos  Salinas  stages  hunger  strike,  leaves 
for  New  York  on  friend's  private  jet 


Tors,"  grumbles  one  foreign  banker. 
3ut  such  anger  ignores  real  accom- 
;hments.  Salinas  snapped  Mexico  out 
its  protective  shell.  He  dragged  the 
nomy  a  long  way  toward  moderniza- 
1.  He  pushed  Mexico  into  world  mar- 
s.  And,  at  least  for  a  time,  he  put 
xico's  long-antagonistic  relationship 
h  the  U.  S.  on  a  far  better  footing, 
still,  Salinas'  humble  exit  calls  into 
;stion  Washington's  handling  of  its  in- 
asingly  intimate  relationship  with  Mex- 

It  is  becoming  clear  that  the  B>ish 
1  Clinton  Administrations,  intent  on 
ming  congressional  nafta  approval, 

their  best  to  downplay  the  extent  to 
ich  som.e  high-level  Mexican  officials 
y  have  been  involved  in  drag  traffick- 

and  corruption.  There  ai-e  also  indica- 
is  that  U.S.  Treasury  Dept.  officials 
ed  to  act  on  wpming  signs  that  the 
xican  economy  was  headed  for  trouble 
1994.  As  a  result,  the  U.  S.  has  some- 
at  blindly  hitched  its  economy  to  one 
.t  will  require  emergency  assistance 

a  pi'otracted  period.  And  even  if  the 
riton  Administration's  $52  billion  rescue 
;kage  steadies  Mexico's  finances,  the 
leaval  that  has  been  imleashed  by  the 
;o  crisis  could  last  for  years. 
VER  SPOON.  Salinas  talked  the  Anier- 
ns'  lingo  so  well  that  they  tended  to 
get  he  was  deeply  rooted  in  the  Mex- 
ri  power  stimcture.  His  father,  Raul — 
"ormer  Cabinet  secretary  and  con- 
[der  for  the  presidency  himself — was 
0  a  businessman  who  with  political 
es  had  extensive  interests  ranging 
m  car  dealerships  to  com-flour  pro- 
isors.  As  Commerce  Secretaiy,  he  fol- 
/ed  an  age-old  tradition  of  represent- 
;  this  group's  interests  in  government. 
'  brought  up  his  sons  to  ran  diffei'ent 
es  of  the  family's  affau-s.  Cai'los  would 
.y  above  the  fray  and  pursue  politics, 
ul  would  ran  the  finances.  Speaking 
father  Raul's  efforts  to  keep  Carlos 
ay  from  the  money  trail,  one  source 
:es  that  "the  old  man  wouldn't  even 

him  have  a  bank  account." 
His  father  taught  Carlos  the  art  of 
ixican  dealmaking  by  introducing  him 
the  country's  political  elite.  Indeed,  at 
.rlos'  baptism,  the  two  godfathers 
ire  Roberto  Gonzalez  Barrera,  whose 
.  carried  the  ex-President  to  exile, 
d  Carlos  Abedrop,  a  powerful  banker 
d  former  chairman  of  Mexicana  Air- 
iBs.  Another  friend,  an  in-law  of 
mzalez  Airlines  BaiTera,  was  Carlos 
ink  Gonzalez,  Salinas'  wealthy  Agiicul- 
re  Secretai-y. 

Young  Salinas  added  an  international 
nension  to  the  clan  by  going  to  Har- 
rd,  where  he  studied  government  and 
Dnomics.  Throughout  his  career,  he 


also  pored  over  classic  books  on  power, 
such  as  MachiaveUi's  Art  of  War  and 
The  Piince. 

For  years,  people  underestimated  the 
political  guile  of  technocratic  Salinas.  In 
1986,  as  a  Budget  &  Programming  Sec- 
retary as  colorless  as  he  was  ambitious, 


Salinas  engineered  a  coup  in  the  Cabinet 
of  President  Miguel  de  la  Madrid,  get- 
ting rid  of  one  of  his  chief  competitors 
for  the  presidency,  Jesus  Silva  Herzog. 
That  left  Salinas  as  one  of  the  three 
p'esidenciables. 

From  the  moment  Salinas  was  named 
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So  golden  was  the  Salinas  touch  that  even  investors 
trained  as  economists  overlooked  signs  of  fiscal  weakness 


the  Institutional  Revolutionary  Party 
(PR I)  candidate  in  the  fall  of  i987,  he 
embarked  upon  a  seven-year  war 
against  rampant  inflation.  Knowing  that 
a  presidential  election  duiing  hyi^erinfla- 
tion  would  sj^ell  disaster,  he  put  togeth- 
er that  December  the  fii-st  Pacto,  the  in- 
flation-fighting pact  of  labor,  business, 
and  government.  Relying  much  more 
on  arm-twisting  and  dealmaking  than 
on  pure  market  forces,  he 
slashed  inflation  to  single  digits. 

But  Ms  budget-cutting  thr-eat- 
ened  the  pri's  decades-old  sys- 
tem of  graft  and  patronage.  His 
enemies  attacked  him  in  the 
pi-esidential  campaigTi.  They  cii"- 
culated  a  book  titled  Tlie  Assas- 
sin President.  It  told  a  stoiy  of 
how  when  Carlos  was  only  4,  he 
had  accidentally  shot  a  young 
maid  while  playing  with  a  gun. 
Most  people  thought  the  oil 
workers  union  was  behind  the 
publication.  The  labor  boss, 
Joaquin  "La  Quina"  Hernandez, 
openly  opposed  Salinas,  hinting 
that  he,  and  not  the  President, 
would  be  running  the  oil  patch 
under  a  Sahnas  administration. 

A  month  after  taking  office, 
Salinas  got  his  chance  at  re- 
venge. In  the  fii'st  of  a  series  of 
bold,  attention-grabbing  ges- 
tares,  Salinas  sent  the  army  to 
an-est  La  Quina  on  weapons  and 
coriTiption  charges.  Salinas  had 
suddenly  shown  he  had  what  it 
took  to  nm  Mexico. 
FOREIGN  CAMPAIGN.  This  episode 
set  him  on  a  course  that  would 
turn  him  into  one  of  Mexico's 
most  ]30werfui  Presidents.  For 
a  supremely  self-confident  40- 
year-old,  being  President  was  a 
chance  to  strut  on  the  world 
stage,  rewrite  Latin  American 
histoi-y,  even  rech'aw  the  borders 
of  the  North  American  continent.  But 
the  job  had  its  Faustian  side:  After  six 
years  as  dictators,  Mexican  Presidents 
were  routinely  consigned  straight  to  po- 
litical obscurity.  Lu;s  Echeverria  was 
dispatched  to  Fiji.  Mi^aiel  de  la  Madrid 
buried  himself  in  a  cimct  publishing  job. 

Salinas  dreaded  becoming  a  has-been 
at  46.  His  strategy  to  avoid  oblivion: 
build  a  power  base  outside  Mexico.  With 
privatization  and  nafta,  he  would  win 
the  accolades  of  statesmen  and  the 


international    business  community. 

The  trouble  was,  even  as  he  was  es- 
tablishing himself  internationally  as  the 
golden  boy  of  the  developing  world,  Sa- 
linas was  engaging  in  the  rough-and- 
tumble  world  of  Mexican  politics.  He 
seemed  to  think  he  couldn't  run  Mexico, 
much  less  modernize  it,  without  using 
the  traditional  tools  of  power.  He  never 
hesitated  to  twist  the  aiTOS  of  recalci- 


All  in  the  Family 

Politics  and  blood  ties  are  at  the  center 
of  Mexico 's  drama 


CARLOS  SALINAS  DE  GORTARI 


President  of  Mexico  '88-'94 


RAUL  SALINAS  DE  GORTARI 


Former  Commerce  Secretary 

Carlos'  brother,  now  charged 
with  masterminding  assassination  of 
Jose  Francisco  Ruiz  Massieu 


ADRIANA  SALINAS  DE  GORTARI 


Sister  of  Carlos  and  Raul 

Former  wife  of  Jose  Francisco  Ruiz 


lassieu 


JOSE  FRANCISCO  RUIZ  MASSIEU 


Secretary  General  of  PR! 

Was  married  to  Adriana  Salinas 
Assassinated  Sept.,  1994 


IMARIO  RUIZ  MASSIEU 


Former  Deputy  Attorney  General 
Brother  of  Jose  Francisco 

Was  assigned  to  mvestigate  brother's  murder 
Now  charged  with  aiding  coverup 
In  custody  in  New  York,  with  millions  of 
narcodollars  in  U.S.  bank  accounts 


ROBERTO  GONZALEZ  BARRERA 


Carlos  Salinas'  godfather 

Tortilla  baron 
Said  to  have  flown  Salinas  to  exile 

trant  politicians,  even  forcing  several 
governors  fi"om  his  ruling  PR  I  to  resign 
in  order  to  give  the  impression  it  was 
loosening  its  decades-old  giip  on  power. 
He  named  notorious  hard-liners  to  key 
posts.  He  allegedly  turned  a  blind  eye 
to  the  less-than-savory  activities  of  key 
associates,  including  his  brother  Raiil 
and  former  Agriculture  Secretary 
Gonzalez,  who  has  accumulated  a  vast 
fortune  during  a  long  career  of  low-paid 
pubhc  service. 


Salinas  bristled  at  suggestions  thg 
he  tolerated  coiTuption  and  dinig  tra 
ficking,  but,  nevertheless,  the  choig  trac 
grew  in  volume  and  influence  on  hi 
watch.  From  time  to  time,  Salinas  wo 
launch  major  crackdowns,  but  few  maj 
arrests  were  made.  At  the  end  of 
term,  Salinas'  inability  or,  as  some  tl 
unwillingness  to  deal  with  the  druj 
lords  began  to  come  home  to  roos' 
Many  observers  believe  that  t. 
devastating  assassination  of  p: 
Presidential  Candidate  Luis  Di 
naldo  Colosio  in  Tijuana  i 
March,  1994,  was  the  work 
local  party  figures  and  dru; 
bosses  worried  that  ColosiT 
might  curb  their  activities.  Th 
killing  of  PR  I  Secretary  Genen 
Jose  Francisco  Ruiz  Massiei 
Salinas'  former  brother-in-lav 
last  September,  fuither  destab 
lized  the  countiy. 
TURF  WAR?  Now  that  Salina 
has  left  office,  prosecutors  ar 
beginning  to  unearth  what  aj 
pears  to  be  a  seamy  networ 
of  drug-related  corruptio 
among  his  associates.  It  1;urn 
out  that  Ruiz  Massieu's  brothej 
Mario,  whom  Salinas  had  ad 
pointed  to  investigate  the  as| 
sassination  and  head  a  crack 
down  on  drug  traffickers,  ha 
been  linked  by  U.S.  officials  t 
drug  traffickers.  The  recent  dis 
covery  of  more  than  $10  millio: 
in  Ruiz  Massieu's  foreign  ban 
accounts  tends  to  reinforc 
those  suspicions.  The  fact  tha 
Salinas  named  him  to  such 
key  post  raises  questions  abo 
how  much  he  knew  about  Rui| 
Massieu's  activities.  Adding  t 
the  doubts  about  Salinas  wa 
the  i-ecent  arrest  of  his  brothe 
Raul  for  being  "the  intellectuj 
author"  of  the  assassination  c 
former  brother-in-law  Ruiz  Massiei 
While  prosecutors  have  not  found 
motive  for  the  slaying,  speculation  f( 
cuses  on  squabbling  over  turf  betwee: 
these  two  powerbrokei's.  Mexican  jouil 
nalists  believe  Colosio's  assassinatio! 
will  eventually  be  tied  to  the  Ruiz  Mas] 
sieu  case. 

Salinas  was  in  a  sense  iimning  paraUf 
administrations:  One  modem  and  interna  I 
tional,  the  other  backward  and  ingi'owT; 
It's  a  testament  to  his  skill  as  a  tightrop 
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ZNOTEFliXThe  One 
Computer  For  All  Of  You. 


Decisions,  decisions. 

Finding  a  noteboc:)k 
computer  is  simple. 
Finding  one  to  handle  all 
the  things  you  do,  isn't 

Zenith  Data  Systems 
Z-NOTEFLEX,  however, 
delivers  everything  you 
need— high  performance, 
lone  battery  life,  upgrad- 

Z-NOTEFLEX 

ability  and  modularity—     uptu  inteiDX4'- ioomhz 
'  '  processor 

in  a  notebook  that  won't     up  to  yoomb  hard  drive 

16-bit  businessaudio 
be  obsolete  tomorrow        Active-matnx,  color  lcd 

TwoType-ll  PCMCIA  slots" 

For  example,  when 
you're  away  from  the 
office,  remove  the  flop- 
py drive  and  insert  a 
second  battery  pack 
and,  wham,  twice  the 
computing  time! 

But  that's  ZDS  for 
you  Who  else  would 
build  a  computer  versa- 
tile enough  to  tackle 
every  part  of  your  job'' 

After  all.  Connected 
Computing— making  computers  and  people 
work  better  together— is  just  what  Zenith  Data 
Systems  is  all  about  Call  now  to  learn  why 
the  Z-NOTEFLEX  is  the  one  computer  for 
you,  wherever  you  go,  whatever  you  do. 
I-800-289-I279,  Ext.  5160 


FLEXSITE 

LCD  video  display  stand 

FLEXBAY 

Battery  charging  bay 
Ho|)py  drive  bay 

FLEXDOCK 

Enhanced  port  replicator 
Two  Type-Ill  PCMCIAslots" 

FLEXSHOW 

MPC2-compliant 
Double-speed  CD-ROM  drive 
Amplified  stereo  speakers 
Two  Type-Ill  PCMCIA  slots' 
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Salinas  personified  the  Mexican  economy:  Both  seemed 
to  offer  such  natural  promise,  such  capacity  for  change 


walker  that  he  kept  both  ninning  for 
most  of  his  six  years  in  power. 

To  develop  Mexico  economically,  Sali- 
nas needed  massive  capital.  The  only 
place  he  was  going  to  get  it  was  fi'om 
private  investors,  domestic  and  foreign. 
To  do  this,  he  undertook  a  PR  campaign 
that  would  have  been  unthinkable  for 
his  predecessors.  He  flaunted  his  Har- 
vard education  and  readily  spoke  Eng- 
lish with  foreigTiers — a  fii'st  for  Mexican 
Pi"esidents.  He  hired  McKinsey  &  Co.  to 
reorganize  state-nm  companies  in  pi'ep- 
aration  for  privatization,  and  Wall 
Street  investment  banks  were  giv- 
en plum  roles. 

He  never  passed  up  an  oppor- 
tunity to  woo  corporate  chiefs. 
Heading  out  of  town  one  day,  Sa- 
linas ordered  his  hmousine  to  pick 
up  the  visiting  General  Electric 
Co.  Chairman  Jack  Welch  on  the 
way  to  the  aiiport.  With  the  per- 
sonal attention  of  Salinas  and  his 
Cabinet  officers,  U.  S.  corporate 
paperwork  zipped  through  minis- 
tries. CEOS  raved  over  Salinas  and 
his  team.  Government  officials 
marveled,  too.  Even  last  year,  ex- 
U.  S.  Ti-ade  Representative  Carla 
A.  Hills  gushed  that  Salinas'  team 
was  the  most  impressive  Cabinet 
she  had  ever  seen. 
TWICE  FOOLED.  Foreign  bankers, 
who  had  swallowed  a  30%  wTite- 
down  on  Mexico's  debt,  hailed  Sa- 
Knas  as  a  visionaiy.  With  an  inno- 
cence and  a  herd  mentality 
recalling  those  of  the  bankers 
who  lent  indiscriminately  to  Lat- 
in America  in  the  late  1970s,  for- 
eign creditors  believed  Salinas 
could  do  no  wrong.  But  Salinas 
needed  more  to  attract  big-time 
foreign  investment.  In  1989,  he 
began  to  push  for  the  massive 
reordering  of  North  American  trade 
known  as  n'afta.  The  idea  was  to  use 
American  money  to  pull  Mexico  up  to 
First  World  standards. 

Even  while  opening  Mexico  to  for- 
eign investors,  he  also  had  to  cater  to 
his  backers  at  home.  By  privatizing  com- 
panies such  as  Telefonos  de  Mexico  and 
the  banks,  he  made  big  huddles  rich  but 
was  dogged  by  charges  tliat  he'd  gotten 
rich  himself  on  the  side.  So  golden  was 
the  Salinas  touch  that  even  those  inves- 
tors trained  as  economists  \.  ere  willing 
to  overlook  the  ominous  signs  i  if  econom- 


ic imbalance  beginning  as  early  as  1993. 
Eveiyone  from  New  York  brokers  to 
U.  S.  Treasuiy  officials  accepted  Salinas' 
explanations  that  all  developing  coun- 
tries built  up  trade  deficits. 

But  then  the  political  gi'ound  began  to 
shake.  Throughout  1994,  as  Mexico  was 
battered  by  guerrilla  warfare,  political 
assassinations,  and  election  jitters,  the 
counti-y  lost  nearly  $28  billion  in  foreign 
reserves  as  Salinas  and  his  team  stub- 
bornly refused  to  devalue  the  peso  and 
adopt   interest  rates 


CARLOS  AND  RAUL  SALINAS 


GORTARI 


PILLORIED  IN  MEXICO'S  PRESS 

A  few  weeks  ago,  such  a  cartoon 
would  have  been  unthinkable 

high  enough  to  stem  the  outflow.  They 
managed  to  convince  investors  that  they 
could  hold  the  line  on  the  cmrency.  Even 
after  the  assassination  of  PRi  presidential 
candidate  Luis  Donaldo  Colosio  in 
March,  1994,  Salinas'  smooth  Finance 
Secretaiy,  Pedro  Aspe  Armella,  was  able 
to  wow  visiting  fund  managers  by  pledg- 
ing to  squeeze  the  economy  in  order  to 


keep  the  peso  steady  at  3.2  to  the  dolla 
And  indeed,  things  seemed  to  b 
calming  down  when  Salinas'  successoi 
Ernesto  Zedillo  Ponce  de  Leon,  took  oj 
fice  on  Dec.  1.  Salinas  placed  the  pres: 
dential  sash  across  Zedillo's  shoulder 
and  gave  his  hand-picked  successor 
warm  abrazo.  Just  three  weeks  lateij 
Mexico's  resei-ves  were  frittered  away  i 
speculative  panic  when  Zedillo  wa| 
forced  to  devalue  the  peso. 

Salinas  watched  in  pained  silence  a 
Zedillo  blamed  Mexico's  mounting  ecc 
nomic  woes  on  his  predecessoi 
Until  the  very  end,  Salinas  re 
mained  Washington's  top  choice  fo 
the  prestigious  job  of  heading  th 
new  global  trade  agency,  th 
World  Ti-ade  Organization.  Bu 
when  Zedillo  ordered  the  arres 
of  Raul  Salinas,  Carlos  felt  con; 
pelled  to  act.  Giving  up  his  WT 
campaign,  Salinas  accused  Zedil 
lo's  team  of  mishandling  the  d€ 
valuation.  And  in  a  bizaiTe  twist  ( 
events,  he  staged  a  two-day  hur 
ger  strike.  A  pathetic  shadow  ( 
his  foiTner  self,  Salinas  sat  upon 
child's  bed  in  a  poor  family 
Monterrey  shack.  He  left  th 
country  on  Mar.  10.  "His  fall  ha 
been  incredible,"  says  politicj 
scientist  Denise  Dresser  of  th 
Autonomous  Technological  Institut 
of  Mexico.  "Six  months  ago,  he  wa 
the  most  extraordinary  Mexica 
President  of  the  20th  century." 

Only  the  highest  climbers  ca 
fall  as  far  as  Salinas.  Just  fou 
years  ago,  he  chatted  with  the  to1 
tering  Mikhael  Gorbachev.  On  hi 
return  from  Russia,  Salinas  rue 
Gorbachev's  judgment.  The  Russia 
should  have  postponed  the  polit: 
cal  opening  until  the  economy  wa 
fixed,  he  said,  leaving  it  clear  tht 
he  would  not  make  the  same  mistake. 

But  now  he  leaves  a  broken  econom; 
And  the  impressive  political  machiner 
he  wielded  has  been  torn  apart  by  th 
infighting  and  assassinations  of  a  part 
at  wai-  with  itself.  Zedillo,  in  effect,  no^ 
follows  a  conjurer  who  has  taken  awa 
all  of  his  tricks.  The  new  President  ha 
little  choice  but  to  plow  ahead  with  d( 
mocracy — the  one  card  Salinas  was  ss\ 
ing  for  later — and  to  tmst  in  the  talent 
and  resilience  of  Mexico's  people. 

By  Geri  Smith  in  Mexico  City  an\ 
Stephen  Baker  in  Pittsburgh 


Templeton  Worldwide 


Investment  opportunities  are  not  limited 
by  borders  or  time  zones. 


World  changes  often  bring  new  investment 
opportunities.  Templeton  Worldwide  seeks  to 
make  the  most  of  these  changes  with  a  diverse 
group  of  international  equity  mutual  funds. 

Today  the  U.S.  represents  only  34%  of  the 
world's  total  stock  market  capitalization.'*^  And, 
when  you  consider  that  the  U.S.  stock  market 
ranked  only  13th  among  the  world's  top  18 
equity  markets  over  the  past  ten  years,  it's  clear 
there  are  opportunities  overseas.'^''' 

One  thing  is  certain,  Templeton  international 
equity  funds  provide  professional  management 
and  a  clear  goal  of  long-term  performance. 

To  learn  more  about  a  specific  Templeton 
fund,  call  your  investment  representative  or 
Templeton  today. 


Foreign  investing  involves  special  risks  including  currency  fluctuations  and 
political  uncertainty. 

f Source:  Morgan  Stanley  Capital  International  and  International  Finance  Corp.,  l99-f. 
ffSource:  Morgan  Stanley  Capital  International.  Rankings  are  based  on  total  return  for  the 
1 0-year  period  ended  12/31/93,  assume  reinvestment  of  dividends,  and  are  based  on  return 
in  U  S.  dollars 

Principal  Underwriter:  Franklin  Fempleton  Distributors,  Inc. 


Call  1-800 
342-FUND 
Ext.  T  3  3  2 


Templeton  Worldwide 

700  Central  Avenue 
St.  Petersburg,  FL  33701-3628 

i^/'j.'l  would  like  a  free  prospectus 
containing  more  complete  information, 
including  sales  charges  and  expenses,  on 
the  fund(s)  checked  helow.  I  wilt  read 
the  prospeclus(es)  carefully  before  I  invest  or 
send  money. 
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CURRENCIES 


SUDDENLY.  IT'S  TIME 
TO  BUY  AMERICAN 

The  dollar's  slide  is  making  U.  S.  companies  alluring 


For  German  chemical  giant  Hoechst, 
it  was  pfennigs  from  heaven:  When 
it  fii'st  began  talking  to  Dow  Chem- 
ical Co.  about  buying  its  Marion  Men'ell 
Dow  Inc.  unit  last  August,  the  mark 
traded  at  1.54  to  the  dollar.  Then,  the 
dollar  started  dropping.  Now,  Hoechst 
could  save  at  least  $250  million  on  its 
$7.2  billion  bid  for  the  U.  S.  company. 

Get  ready  for  more  companies  to  fol- 
low Hoechst  to  the  U.  S.  With  the  dollar 
weak  and  U.  S.  productivity  strong,  e.\- 
pansion-minded  e.xecutives  say  now  is 
the  time  to  buy  American.  Some  are 
looking  to  acquire  U.  S.-based  assets  or 
expand  e.xisting  production  facilities.  Oth- 
ers want  to  use  the  U.  S.  as  a  platfoiTn 
to  export  elsewhere.  And  while  compa- 
nies invest  for  sti'ategic  reasons — not  be- 
cause a  cun"eni-v'  is  weak — some  are  has- 
tening plans  t';  take  advantage  of  the 
dollar  windfall.  The  U.  S.  is  at  the  top  of 
most  shopping  'ists  right  now,"  says 
Piers  Von  Simsoi..  investment  banker  at 
S.  G.  Warburg  Gn  i  ip  plc  in  London. 

For  the  U.  S.,  th  -  prospect  of  sui'ging 
investment  is  the  fi  [  »  side  of  the  weak- 
ened dollar.  The  ne\   investment  may 


lead  to  expanded  output  in  industries 
ranging  from  autos  to  pharmaceuticals. 
Last  year,  the  U.  S.  attracted  more  di- 
rect foi'eign  investment  than  any  other 
countiy.  Altogether,  foreign  companies 
pumped  $57  billion  into  668  mergers, 
acquisitions,  and  joint  ventures  in  the 
U.  S.  last  year,  says  kpmg  Peat  Mar- 
wick,  which  tracks  cross-border  deals. 

So  fai'  this  year,  Eui'opean  companies 
are  leading  the  way.  They  are  cash-rich 
these  days,  their  profits  having  soared 
as  their  economies  have  recovered  from 
recession.  In  early  March,  Italy's  Luxot- 
tica  Group,  an  eyeglass  maker,  made  a 
$1.1  billion  offer  for  U.S.  Shoe  Corp., 
which  owTis  the  LensCrafters  chain. 

Companies  from  Germany  and  Swit- 
zerland, whose  currencies  have  gained 
the  most  against  the  dollai;  are  also  hot 
on  the  investment  trail.  On  Mar.  13, 
Bayer  announced  the  purchase  of  Flor- 
asynth  Inc.  in  Teterboro,  N.  J.,  a  maker 
of  fragTances  and  flavors.  Although  Bay- 
er won't  disclose  details,  one  London 
analyst  figures  Bayer  could  save  10% 
of  the  price  thanks  to  dollar  weakness. 

Meanwhile,  Arno  Burckhardt,  man- 


VISION  QUEST 

Italy's  Luxottica  is 
making  a  play  for 
U.  S.  Shoe,  which  owns 
the  LensCrafters  chain 
of  eyewear  stores 

aging  director  of  m&a  International 
a  German  consulting  firm,  says  hi 
has  received  queries  from  midsizf 
German  companies  contem.plating 
U.  S.  move.  Currency  issues  loon 
large  for  midsize  companies,  becaus( 
they  often  can't  finance  an  acquisi 
tion  by  bon-owing  in  dollars  as  larg 
er  companies  can.  Burckhardt  think 
the  real  effect  of  the  currency  tur 
moil  will  show  in  about  six  month: 
as  moi'e  deals  are  concluded. 

But  it's  not  just  Europeans  wh( 
are  attracted  to  America's  shores 
Even  the  Japanese  are  showing  re 
newed  interest,  despite  having  beei 
burned  in  the  past  by  unsuccessfu 
purchases  of  U.  S.  "trophies."  The  nev 
investments  are  better  tai'geted.  In  Feb 
maiy,  for  example,  Sumitomo  and  Nip 
pon  Sheet  Glass  annoimced  the  piux-ha; 
of  20%  of  FMC  Wyoming,  the  larges 
U.  S.  soda-ash  producer,  for  $150  milhor 
Chipmaker  NEC  Corp.  may  expand  chi; 
production  on  the  West  Coast.  Amoni 
the  auto  makei-s,  Honda  Motor  Co.  plan 
to  increase  U.  S.  output  20%  by  1997. 
RISK  FACTOR.  For  foreign  investors  i 
the  U.  S.,  there  is  a  downside.  They  risl 
showing  lower  profits  once  dollar  rev 
nues  are  translated  into  stronger  stei 
ling,  marks,  or  yen.  Britain's  Cadbu 
Schweppes  plc,  for  example,  double 
its  U.S.  presence  with  the  $1.7  biUio 
pui'chase  in  Febniaiy  of  Dr  Pepper/Se^ 
en  Up  Cos.  Now,  it  depends  on  its  U. 
holdings  for  42%  of  profits  and  coul 
be  hurt  if  the  dollar  remains  weak. 

But  overall,  analysts  expect  the  ir 
vestment  surge  to  continue.  Althoug 
the  dollar  stabilized  after  its  plunge  i 
early  March,  Swiss  Bank  Coqj.'s  head  ( 
foreigii  exchange  trading,  Andrew  S: 
ciliano,  predicts  that  "another  vrave 
dollar  selling"  will  take  the  mark  t 
new  highs.  At  that  point,  "we'll  see  in 
mendous  foreign  direct  investment  i' 
the  U.  S.,"  he  says. 

That  may  also  lure  a  throng  of  came 
ra-toting  Japanese  and  Eui'opean  tomist 
to  the  U.  S.  this  summer — a  reminde 
that,  as  always  in  a  currency  crisis,  on 
person's  woe  is  another's  windfall. 

By  Paula  Dunjer  in  London,  uni 
Karen  Loivry  Miller  in  Bonn  an 
Robert  Neff  in  Tokyo 
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EVERY  YEAR 


THESE  GUYS  COME  UP 


WITH  500  MORE  REASONS 


FOR  YOU  TO  HIRE  US 


Yikes!  They're  busy  passing  over  500  legislative 
changes  a  year  that  can  affect  your  business.  But  for  the 
250,000  employers  (both  large  and  small)  who  count  on 
us,  keeping  up  with  this  frantic  pace  is  a  breeze. 

Because  we're  ADP,  the  people  who  stay  on  top  of 
these  regulatory  changes  for  you.  So  you  don't  have  to 
waste  time  doing  it  yourself.  And  you  never  have  to 
worry  about  whether  you're  meeting  the  latest  laws. 


From  PICA  rate  changes  to  the  taxability  of  benefits  to 
keeping  payroll  updated  for  year-end  reporting,  if  a  new 
law  impacts  payroll,  employee  recordkeeping  or  human 
resource  management,  ADP  makes  it  easier  on  you.  No 
recalculating,  no  reprogramming,  no  risk. 

So  call  for  a  free  subscription  to  our  newsletter  and 
to  see  how  we  can  help  you  manage  change.  Because 
while  you're  reading  this,  they're  writing  more  laws. 


1  800  CALL  ADP  ext.  327 


T     P  A  Y  S     TO      HIRE  US 


ROLL  SOLUTIONS  •  TAX  &  REGULATION  MANAGEMENT  •  HUMAN  RESOURCE  SYSTEMS  •  BENEFIT  PLAN  ADMINISTRATION 


International  Business 


GERMANY 


A  SERIOUS  BLOW 

TO  GERMAN  COMPETITIVENESS' 

IG  Metall's  gains  may  bring  a  round  of  savage  cost-cutting 


After  an  11-day  strike  in  Bavaria, 
Germany's  IG  Metall  labor  union 
appeared  to  hit  the  jackpot  on  Mar. 
7.  The  union's  3  milHon  members  in  in- 
dustries ranging  from  steelmaking  to 
electronics  to  autos  will  get  three  pay 
hikes,  a  shorter  working  week,  and 
higher  Christmas  bonuses. 

But  it's  a  settlement  that  could  blow 
up  in  labor's  face.  Faced  with  soaring 
wage  bills,  companies  will  now  have  to 
cut  costs  savagely.  A  widespread  hiring 
freeze  is  expected  in  manufacturing, 
dampening  prospects  for  reducing  Ger- 
many's 9.9%  unemployment  rate.  And 
things  could  get 
much  worse  if  the 
Bundesbank  raises 
interest  rates.  "This 
[settlement]  will  cer- 
tainly mean  that 
jobs  will  be  cut  and 
more  production  will 
be  moved  out  of 
Germany,"  says  Hu- 
bert Stadler,  head  of 
a  Hesse  employers' 
group. 

The  union  won 
the  sweet  deal  after 
officials  of  Gesamt- 
metall,  the  employ- 
ers' federation,  bun- 
gled the  negotiations. 
They  went  for  big 
concessions  before 
talking  money.  They 
threatened  a  lockout,  which  the  union 
quickly  countered  by  threatening  to 
take  the  strike  national.  In  the  end,  a 
resolute  IG  Metall  triumphed. 
"SERIOUS  BLOW."  Now,  executives  are 
howling  ovet'  the  deal.  Warns  David  J. 
Herman,  chief  executive  of  General  Mo- 
tors Corp.'s  Adam  Opel  unit,  based  near 
Frankfurt:  "It  is  a  serious  blow  to  Ger- 
man competitiveness."  Initially,  lO  Met- 
all wanted  a  one-year  contract  with  a 
6%  increase.  Instead,  it  got  a  two-year 
deal:  After  one  retroactive  hike,  the  un- 
ion won  a  4%  rise  in  average  nominal 
pay  rates  this  year  and  n( -thing  in  the 
second  year. 

But  the  actual  cost  to  em[)loyers  will 
be  far  higher  than  it  appears  on  paper. 
Because  of  the  bonuses  and  the  short- 


ened workweek  without  any  reduction 
in  pay,  figures  Thomas  Mayer,  chief 
economist  at  Goldman,  Sachs  &  Co.  in 
Frankfurt,  hourly  wage  costs  will  rise 
5.5%  this  year  and  5.1%  next  year. 
That's  already  more  than  double  the 
current  2.4%  inflation  rate. 

Worse  yet,  the  dynamics  of  the  com- 
plex deal  are  such  that  the  main  hit 
comes  neai"  the  start  of  the  contract.  By 
the  end  of  this  year,  it  will  produce  a 
staggering  increase  in  wage  costs  com- 
pared with  a  year  ago.  "In  December, 
our  wage  costs  wall  be  10.4%-  higher  than 
in  December,  1994,"  complains  Bemd  Pis- 


ehetsrieder,  (;eo  of  Munich-based  liLxuiy 
camiaker  bmw.  Such  a  jump  is  enough  to 
wipe  out  last  year's  10%  productivity 
gains  by  GeiTnan  manufacturers. 

The  settlement  is  fast  becoming  a 
standard  across  Gei'man  manufacturing 
and  services  industries.  Within  days  of 
the  agreement,  insurance  and  chemical 
workers  cut  similar  deals.  Now,  bank 
employees  and  civil  servants  want  the 
same,  and  construction  workers  think 
they  can  do  even  better.  The  IG  Metall 
deal,  says  Goldman  Sachs'  Mayer,  "[has] 
effectively  ratcheted  up  wage  settle- 
ments in  other  sectors." 

The  upward  trend  already  has  some 
companies  closing  the  door  on  substan- 
tial expansion  in  GeiTnany.  Likely  bene- 
ficiaries ar-e  Eastem  Europe  and  Asia  as 


well  as  low-cost  countries  in  Western 
Europe  such  as  Britain  and  Italy.  "Our 
basic  strategy  is  now  to  preserve  and 
protect  oui'  German  investment,"  says 
Louis  R.  Hughes,  head  of  gm's  interna- 
tional operations.  "But  if  we  need  addi- 
tional capacity,  we  will  get  it  outside  of 
Germany." 

The  wage  settlement  comes  just  as  a 
sky-high  German  mark  is  helping  drive 
up  costs.  The  combined  impact  is  dra- 
matic. When  BMW  decided  in  1992  to 
build  an  auto  plant  in  Spartanburg, 
S.  C,  it  figured  its  U.  S.  labor  costs 
would  run  about  30%  less  than  in  Ger- 
many. "Now,  [U.  S.]  costs  are  50%  low- 
er," says  Pischetsrieder.  StUl,  he  doesn't 
plan  to  add  production  at  the  plant, 
which  started  up  last  month.  To  ensure 
that  quality  is  up  to  snuff,  he  insists 
that  BMW  will  for  now  stick  with  its 
original  plan  to  produce  90,000  road- 
sters a  year  in  Spartanburg. 

The  hundreds  of  small  and  medium- 
size  companies  in  the  Mittelstand,  Ger- 


WAGE  WOES 


The  settlement 
is  quickly 
becoming  a 
standard 
across  German 
industry-and 
executives 
are  howling 

JACKPOT:  WORKERS  WON  PAY 
HIKES  AND  SHORTER  HOURS 


many's  manufacturing  backbone,  are  in 
an  even  tighter  squeeze.  As  suppliers, 
they  are  under  increasing  pressure  from 
the  giants  to  cut  prices.  Yet  not  only  did 
their  negotiators  fail  to  deliver  cost-sav- 
ing concessions  from  the  union  as  part 
of  the  package,  but  the  final  deal  was 
cast  lai'gely  in  teiTns  of  what  big  compa- 
nies could  pay. 

Any  hopes  that  GeiTnan  unions  were 
adopting  a  more  moderate  stance  as 
global  competition  increases  seem 
crushed  by  the  IG  Metall  settlement 
Labor  had  shown  some  wiUing-ness  tq 
compromise  during  Germany's  short, 
shaqj  recession.  Now  that  the  economy 
is  gi-owing  smartly  again,  moderatior 
seems  to  be  a  lost  cause. 

By  John  Templeman  in  Bonn 


iiaa 


CD-ROM  TO  GO 


AT  A  PRICE  YOU  CAN  TAKE. 
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Built- in  power  supply: 

EnguwcKil  jor  ultimate  portability, 
there's  no  bulky  external  AC  adapter 
to  carry,  just  a  slim  poiver  cord. 


Multimedia  to  go:  You  can  now  perform  interactive 
niidtimt'ciia  presentations,  retrieve  in/ormation  from 
large  databases  and  run  the  hottest  educational  and 
entertainment  software  -  wherever  you  go. 


SatBllitoPro  The  NewT2150CD  Series.  Multimedia  all  pacl(ed  up  and  ready  to  go. 

(hT  7^  Q*    The  affordable  new  T\xshiha  Satellite  Pro™  T21 50CD  Series  with  a  built-in  CD-ROM 
^J/^  /       #      drive  is  the  ultimate  in  performance  and  portability.  It  has  a  super-quick  75MHz 

processor  and  an  AccuPoint™  integrated  pointing  device.  Plus  it's  loaded  with  every- 

:hing  you  need  for  dynamic  multimedia  presentations,  including  built-in  stereo  sound  anci  a  brilliant  10.4" 

diagonal  color  display.  Call  1-800-457-7777  for  your  nearest  dealer. 


T2150CDT 

•  10.4"  dia.  color  active  matrix  display 

•  8MB  ElAM  expandable  to  32MB 

T2150CDS 

•  10.4"  dia.  color  DSTN  dual-scan  display 

•  4MB  RAM  expandable  to  28MB 

BOTH  MODELS 
•75MH:  Intel  DX4"',  3,3v 

•  520  Million  Bytes  (=500MB)  HDD 


•  Integrated  5.25"  CD-ROM  drive 

•  Integrated  math  coprocessor 
'16KB  of  cache 

•  Two  stacked  PCMCIA  (PC  Card) 
slots  (two  Type  Ml  or  one  Type  III) 

•  AccuPoint'"  integrated 
pointing  device 

» VL  local-bus  video 

» Integrated  graphics  accelerator 

"  External  3.5"  tloppy  dove  mckided 


•  NiMH  battery  with  Toshiba 
MaxTime"  Power  Management 

•  Audio  jacks:  headphone/speaker, 
microphone 

■  Sound  Blaster'"  Pro  compatible, 
.WAV  and  MIDI  sound  support 

•  Pre-installevl  soinvare:  MS-DOS', 
Microsoft  Windows '  or  Windows 
tor  Workgroups ,  Video  for  Windows'" 
Run  Time  and  Indeo  "  video 


•  6.9  lbs. 

•  Multimedia  help  kit 

•  3  year  limited  warranty 

•  Toll-free  Technical  Support  — 
7  days  a  week,  24  hours  a  day 
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In  Touch  with  Tomorrow^ 

TOSHIBA 


©1995  Toshiba  America  Information  Systems,  Inc.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation  All  products  indicated  by  trademark  symbols  are  trademarked 
and/or  registered  by  tfieir  respective  companies.  *T2150CDS.  Reseller  prices  may  differ.  All  prices  and  specifications  are  subject  to  change  Shipping,  handling,  and  applicable  sales  lax  not  included 


NOBODY 


IN  THEIR  RIGHT 

WANTS  TO  USE 


YOUR  PRODUCT. 


SO,  HOW  DO  YOU  KEEP  UP 

WITH  DEMAND? 


i<&  Nobody  really  wants  to  use  an  air  bag.  But  everyone  seenns  to  want  one  in  their  car  NEC  America's  Oregon  Plant  found  this 
)ut  when  orders  for  their  air  bag  deployment  circuit  boards  increased  dramatically.  How  did  they  drive  capacity  to  meet  demand? 
iy  completely  automating  the  data  collection  system  for  quality  control  and  part  tracking  on  their  production  line.  With  the  help  of  a 
iistributed  computing  system  using  Microsoft"'  products.       NEC's  old  system  for  verifying  components  on  circuit  boards  was  slow  and 
equired  significant  manual  intervention.  The  solution?  A  faster  more  automated  data  collection  and  retrieval  system  built  on  a  foundation 
)f  Microsoft  products,  including  Microsoft  Windows  NT  ""Server,  part  of  the  BackOffice  family       With  the  new  system,  verification  time 
las  decreased  from  30  seconds  to  just  two.  This  allows  verifications  to  be  peifoimed  automatically  at  multiple  points  along  the  produrtion 
ne,  instead  of  only  at  the  end.  So  rework  is  minimized.        "We've  achieved  a  70  percent  increase  in  our  production  line  capacity," 
;xplains  Judy  Hawley  produrtion  manager  at  NEC  America,  "while  maintaining  the 
ame  level  of  quality."  «&»  To  get  more  information  on  how  Microsoft  can  help 

Microsoft 


11  ^-,-7  -, ,  ,  ^,yr,  WHERE   DO  YOU  WANT  TO  CO  TODAY?" 

'ou  gam  a  business  advantage  using  computers,  call  (800)  437-3 1 19,  Dept.  GKR   


0  1 995  Microsoft  Corporation.  All  nghts  reserved,  Microsoft.  Where  do  you  want,  to  go  today?,  and  Windows  NT  ans  either  registered  trademarks  or  trademari<s  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries. 
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WILL  GOZYING  UP  TO  CLINTON 
HELP  BHUnO  CLING  TO  POWER? 


Pakistani  Prime  Minister  Benazir  Bhutto  is  attempting  to 
play  the  American  card.  By  inviting  First  Lady  Hillary 
Rodham  Clinton  to  visit  Pakistan  on  Mar.  27-28  and  then 
coming  to  Washington  to  see  President  Clinton  dm-ing  an  Api-. 
4-14  U.  S.  trip,  Bhutto  is  tiying  to  demonstrate  to  her  aiTny  and 
fractious  compatriots  that  she  should  remain  in  power. 

But  reality  seems  to  be  starkly  at  odds  with  the  grand 
gestiu'es.  Bhutto,  who  comes  from  the  province  of  bmd,  is 
suffering  increasingly  strained  relations  with  the  Punjabi-dom- 
inated army.  There  is  open  talk  that  once  again  it's  time  for  the 
military  to  take  charge.  "I  am  not  sure  if 
the  pai'liamentary  system  is  the  best  sys- 
tem of  democracy  for  Pakistan,"  former 
Piime  Minister  Moeen  A.  Qui'eshi  hinted 
darkly  on  Mar.  8,  after  meeting  amny 
commanded.  Qureshi,  a  Punjabi,  is  also  a 
former  World  Bank  vice-president. 

One  reason  for  the  discontent:  Bhutto 
has  been  unable  to  stop  the  carnage  in 
her  nation's  largest  city,  Karaclii,  where 
war-hardened  Afghans,  Mojahirs  from 
fonner  East  Pakistan,  and  other  ethnic 
groups  engage  in  daily  warfare.  Battles 
between  Iranian-inspired  Shiites  and 
homegrown  Sunni  Muslims,  as  well  as  fights  for  control  of  the 
heroin  trade,  also  are  costing  lives  each  day.  Two  U.  S.  diplo- 
mats assassinated  on  Mar.  8  were  among  the  latest  victims. 
BIG  DEALS  ON  HOLD.  A  poor  economic  performance  is  fueling 
Bhutto's  woes.  The  best  estimate  is  that  Pakistan's  economy  is 
growing  at  less  than  a  4%  annual  rate,  well  below  the  level  nec- 
essary to  satisfy  the  needs  of  its  120  million  people. 

U.  S.  business  is  caught  up  in  the  delicate  dance  between  a 
wounded  Bhutto  and  her  Administration  benefactors.  During  a 
high-level  visit  by  Energy  Secretary  Hazel  R.  O'Leaiy  in  Sep- 
tember, 1994,  U.  S.  and  Pakistani  officials  trampeted  $4  bilhon 
in  energy-related  deals  with  companies  such  as  Enron,  Bechtel, 
and  Amoco.  But  a  constant  ban*age  of  negative  headlines, 


BHUTTO:  The  generals  are  restive 


combined  with  delays  in  sorting  out  U.  S.  Overseas  PVivate  In 
vestment  Coi-p.  and  Export-Import  Bank  financing,  appears  to  i 
have  put  most  of  the  deals  on  hold. 

As  fai-  as  Wasliington  is  concerned,  however,  Bhutto  has  been 
doing  more  right  than  wi-ong.  Her  government  in  February  let 
U.  S.  agents  quickly  extradite  Ramzi  Ahmad  Yousef,  the  sus 
pected  mastemiind  of  the  World  Tl-ade  Center  bombing.  She 
also  is  letting  the  Americans  set  up  a  Nucleai-  Explosion  Mon- 
itoiing  Center  to  track  imdergi'ound  vibrations  of  Pakistan's  Ka- 
huta  Em-ichment  Plant.  This  is  desigTied  to  reassure  the  U.  S, 
that  Pakistan  is  not  developing  a  nuclear 
weapon — the  major-  ir-ritant  in  relations. 
Because  of  all  these  reassuring  moves, 
the  White  House  is  loath  to  think  Bhutto 
could  be  at  risk.  "There's  no  indication 
we're  close  to  another  transfer  of  power 
[to  the  military],"  says  one  official. 
FOREIGN  JUNKETS.  One  of  Bhutto's  key 
goals  in  coiuting  Clinton  is  to  ease  en^ 
for'cement  of  the  Pressler  Amendment, 
That  law  bans  the  transfer  of  60  F-16 
fighter's,  for  which  the  Pakistanis  have  al- 
ready paid,  because  of  concer-ns  about  ► 
Pakistan's  nukes.  And  Bhutto  is  also  ex 
pected  to  devote  much  of  her  time  in  the  U.  S.  to  wooing  inves- 1 
tor-s.  The  point:  Only  she  can  deliver. 

But  it  may  be  too  little,  too  late.  Nawaz  Sharif,  another  for-  s 
mer  Punjabi  Prime  Minister  who  is  mentioned  as  Bhutto's ! 
most  hkely  successor,  has  been  arguing  that  she  is  simply  in- 
comjjetent  in  ciu-bing  domestic  violence.  Bhutto's  24  foreign  jun- 
kets in  15  months  r-einforce  the  image  of  a  leader  spending 
more  time  abroad  than  at  home.  Ther-e  is  little  love  lost  be- 
tween her  and  the  Punjabi  generals,  who  hanged  her  father 
Prime  Minister  Zulfikar-  Ali  Bhutto,  in  1979.  For  this  embattle(  f 
Bhutto,  playing  the  American  angle  may  be  her  last  best  shot 
By  Shahid-'ur-Rehnian  in  Islamabad 
with  Amy  Borrus  in  Washijigtoy. 


GLOBAL  WRAPUP 


TRANSJITUNTIC  SQUABBLES 

►  Relatioh"  across  the  Atlantic  are 
souring  again.  After  discovering  ciA 
agents  snooping  on  economic  targets, 
the  French  welcomed  Cuban  leader 
Fidel  Castro  to  Paris.  Officially,  there 
was  no  linkage  between  the  two 
events,  but  Castro's  red  carpet  recep- 
tion seemed  designed  to  irritate 
Washington.  Similarly,  l^resident 
Clinton's  str-ained  relations  with  the 
British  government,  which  attempted 
to  dig  up  campaign  dirt  on  his  days  at 
Oxford,  took  a  turn  for  the  worse 


when  CHnton  allowed  Sinn  Fein  lead- 
er Gerry  Adams  to  make  an  official, 
fund-raising  visit  to  the  U.  S.  Cries  of 
rage  were  heard  in  Whitehall.  All  this 
is  unfolding  against  a  backdrop  of 
deepening  differ-ences  over  Bosnian 
peacekeeping,  nato  expansion,  and 
dealing  with  Iran  and  Iraq. 

QUEBEC  SEPARATISM  STALLS 

►  Quebec  Premier  Jacques  Parizeau's 
campaign  to  make  the  French-speak- 
ing province  an  independent  nation 
may  be  running  out  of  steam.  Even 


Parizeau  concedes  that  massive  prov- 
ince-wide hearings  failed  to  generate 
much  new  support.  With  an  indepen- 
dence referendum  now  seemingly 
headed  for  defeat,  some  separatists 
are  urging  Parizeau  to  delay  any  vote 
until  support  surges  over  the  50% 
needed  to  win.  Others  argue  Parizeau 
should  ask  voter-s  to  approve  instead 
a  less-threatening  form  of  "sovereign- 
ty association."  For  now,  Parizeau  is 
hanging  tough,  promising  to  hold  a 
vote  this  year  on  outright  "sovereign- 
ty." If  he  loses,  however,  the  cause 
could  be  dead  for  a  generation. 


GDYernment 


MARKETING 


THE  GOPS 

DESIGNATED  PITCHER 

Peter  Hoekstra's  assignment:  Sell  the  Contract  With  America 

kind  of  working-class  voters  the  GOP 
must  satisfy. 

Like  business  marketers,  they've 
identified  five  target  customer  groups: 
baby  boomers  nei-vous  that  Social  Se- 
curity will  be  broke  when  they  retire; 
independent-minded  Perot  voters  who 
want  lawmakers  to  make  tough  deci- 
sions; blue-collai'  Reagan  Democrats  who 
favor  welfare  cuts  but  resent  GOP  tax 


Back  in  1983,  when  Herman  Miller 
Inc.  marketing  executive  Peter 
Hoekstra  prepared  to  laimch  a  rev- 
olutionary office  chair,  he  used  focus 
groups  of  potential  customere  to  test  the 
ergonomic  product.  "People  said  it  was 
the  woret,  ugliest  chair  they'd  ever  seen," 
recalls  Hoekstra,  now  a  Republican  con- 
gressman fi'om  Michigan.  But  liis  design 
team — convinced  that  easy-to-use  ergo- 
nomics would  overcome  bad 
looks — was  undeterred.  Today, 
the  "Equa  chau'"  is  an  industry 
best-seller  and  Hennan  Millei''s 
most  successful  product. 

Now  the  41-year-old  Univer- 
sity of  Michigan  mba  has  been 
handed  what  is  arguably  the 
ugliest  political  task  of  1995: 


Hoekstra  insists  he  won't  use  polls 
or  focus  groups  to  choose  which  pro- 
grams to  cut — a  tough  assignment  left 
to  the  GOP  leadership.  But  he  plans  to 
apply  those  tools  to  fine-tune  the  mass- 
marketing  of  the  final  package  begin- 
ning in  April.  He'll  coach  every  Repub- 
lican House  member  on  ways  to  sell 
the  program,  then  have  them  fan  out  to 
town  meetings  and  campaign-style, 
events  back  home  during  the  spring  re 
cess.  But,  on  the  stump,  Hoekstra  wants 
his  colleagues  to  stress  the  gop's  reform 
agenda  rather-  than  focus  on  steep  cuts. 
For  example,  fairner-s  would  be  r'emind- 
ed  that  they  could  win  r-elief  from  cost- 
ly environmental  regulations  to  offset 
their  eviscer-ated  crop  subsidies. 

This  isn't  the  fii'st  time  Hoekstra  has 
used  such  unconventional  sales  cues.  He 
won  his  House  seat  in  1992  by  bicy- 
cling across  his  western  Michigan  dis- 


NEWT'S  SALESMAN 


NAME  Peter  Hoekstra 
AGE  41 

EDUCATION  BA,  Hope  Col- 
lege, Holland,  Mich.,  1975; 
MBA,  University  of  Michi- 


designing  a  str-ategy  to  sell  the    gan ,  Ann  A_rbor,_  1 9 7_7_ 


CONGRESS  Won  his  west- 
ern Michigan  seat  in  a 
1992  upset  over  veteran 
Guy  Vander  Jagt,  who  out- 


BUSINESS  EXPERIENCE 

Vice-president  for  product 
marketing  at  Herman  Miller, 
a  $1  billion  furniture  maker 
in  Zeeland,  Mich. 


public  on  massive  spending 
cuts  needed  to  finance  the  Re- 
publicans' pr'omised  tax  cuts 
and  balanced  budget.  Hoekstr-a 
must  persuade  middle-class  ...     ,  ^  ,  , 

Amer-icans  and  businesses  to  !P?-L_^-ifJ° 
give  up  some  of  the  federal 
benefits  they've  enjoyed  for 
decades — while  fending  off 
Democratic  attacks  on  the  bud- 
get plan  as  an  assault  on  the 
poor.  "It's  the  toughest  mar- 
keting challenge  I've  ever  had,"  con- 
cedes the  second-term  congressman. 

Indeed,  the  GOP  has  to  slash  spending 
by  .$189  billion  just  to  pay  for  the  tax 
reductions  in  the  Contract  With  Ameri- 
ca, and  Republicans  need  an  additional 
$1.3  trillion  in  cuts  to  balance  the  bud- 
get by  2002.  Their  plan:  curb  popular 
programs  using  a  marketing  scheme 
that  is  part  business  soft  sell,  part  polit- 
ical hard  sell,  and  part  education. 
TARGET  GROUPS,  in  .January,  when  GOP 
leaders  decided  they  needed  an  aggres- 
sive sales  plan,  Hoekstj-a,  the  only  law- 
maker with  Big  Business  mar-keting  ex- 
perience, was  the  obvious,  thoice.  He  now 
meets  daily  with  lawmai>"rs  including 
Representative  Bob  Frai;'  s  (R-N.J.), 
who  as  state  party  chairma  i  paved  the 
path  for  budget  cuts  in  New  fer-sey,  and 
Representative  Susan  Molinar  (R-N.Y.), 
whose  Staten  Island  district  includes  the 


cuts  for  the  rich;  senior's  who  worry 
that  Social  Security  and  Medicare  ben- 
efits will  be  slashed;  and  young  adults 
who  fear  gi'owing  national  debt  as  a 
threat  to  their  living  standards.  The 
unifying  slogan  chosen  to  reach  these 
diverse  camps:  "Saving  Our  Futur-e." 

Although  details  of  their  plan  won't 
be  settled  until  April,  Hoekstra  &  Co. 
have  already  decided  on  some  elements 
of  their-  pitch.  Paid  media  will  include  TV 
and  radio  commercials,  videos  to  train 
grassroots  activists  on  selling  the  gop's 
fiscal  product,  and  dir"ect-mail  appeals 
aimed  at  specific  "customer-"  groups.  Re- 
publicans also  hope  to  earn  "fr-ee  media" 
tlu-ough  a  blitzkrieg  on  talk  radio,  wher-e 
conservatives  r-ule.  The  team  will  woo 
opinion  leaders  by  sending  lawmakers 
ar'ound  the  country  to  meet  with  news- 
paper editorial  boards  and  by  cranking 
out  op-ed  columns. 


CAPITOL  HILL 
MARKETER; 
HOEKSTRA 


trict,  unseating  the  powerful  chair-man  oil 
the  National  Republican  Congi-essiona 
Committee,  Guy  Vander  Jagt,  in  the 
primary  despite  being  outspent  13  to  1  , 

The  GOP  could  certainly  use  some 
marketing  help.  During  r-ecent  House 
Appr-opriations  Committee  budget-cut  lanji 
ting,  Democr-ats  successftiUy  painted  the  I 
Newtniks  as  heartless  lawmakers  benl^. 
on  sacking  school-lunch  subsidies  ancj'  ■ 
aid  for-  the  poor  to  shower  tax  cuts  or 
the  rich.  The  cuts  "reinforce  Republi-Wll 
cans'  image  as  lacking  compassion,  beinj 
uncaring,  and  sometimes  mean-spirit  jyfj 
ed,"  char-ges  Repr-esentative  Richard  J] 
Durbin  (D-IIL).  "Mr.  Hoekstr-a  has  hii 
hands  full."  Indeed,  per-suading  Ameri 
cans  to  sacrifice  some  of  their-  cherishec 
federal  pork  will  surely  tax  the  talent;  j 
of  even  Congr-ess'  top  marketing  whiz. 

By  Richard  S.  Dunhmn  and  Mari\ 
Beth  Regan  in  Washington 


6G  RIISINFSS  WFFK  /  MARCH  ?7    1  QQ^^ 


MANAGING 
PARTNER 

Managing  your  company's  T  &  E  is  a  serious  part  of  doing  business.  Today,  it  involves  much  more 
an  just  cutting  costs.  That's  why  we  worl<  with  you  -  finding  ways  to  simplify  expense  payment  and  pro- 
ssing.  Helping  you  design  policies  that  fit  your  company's  culture.  And  providing  service  expertise  to  assist 
lu  and  your  travelers  -  anytime,  anywhere.  You  see,  we  believe  that  when 
•ur  T  &  E  management  runs  smoothly,  your  company  runs  more  effectively. 

id  isn't  that  what  good  management  is  all  about?  |  3i8H  "^^^       ^  „ 


n^Bira^u  Ttavel  The  American  Express®  Corporate  Card, 

gbnagement 

■■^^^^^^   It's  all  business. 


1993  American  Express  Travel  Related  Services  Company,  inc. 


4f 

the  former  NCR  Microelectronic 
Products  division  of  AT&T  Global 
Information  Solutions  Company.  We're 
in  the  business  of  designing  solutions  a 


IN  THE  NATURAL  WORLD, 
j^¥m^|tt^lefined  as  two  organisms 
^^^Hpncnn  a  mutually  beneficial 
^^^^Bp.  The  term  is  also  the  perfect 


description  of  the  way  our  company 
works  with  others.  That's  why  w^^^ 
it  the  foundation  of  our  name.  Now  part 
of  the  Hyundai  family,  Symbios  Lbgic  is 


An  ISO  9001  Registered  Company. 
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r  moving  and  storing  data.  WTiich 
cans  our  ideas  have  to  work  with 
>meonc  else's  ideas.  Our  products 
ive  to  function  alongside, or  as  an 


integral  part  of  another  company's 
products.  At  Symbios,  we  tliink  the 
people  who  create  the  products  have  to 
work  the  same  way.  With  each  other. 


Together.  Side  by  side.  Our  name  is  new. 
But  it  reflects  a  philosophy  (hat  has  been 
ours  for  a  long  lime.  It's  who  we  are. 
IT'S   HOW  WE  THIN  K. 


Social  Issues 


AFFIRMATIVE  ACTION 


A  HAND  UP, 

BUT  NOT  A  HANDOUT' 

With  solid  technical  assistance,  set-aside  programs  can  work 

When  Gaiy  L.  Ennis  went 
into  the  highway  constiuc- 
tion  business  in  1977,  he 
figured  that  big-time  i-oad  build- 
ers would  pave  a  path  to  his 
door.  As  a  Native  Ameiican,  En- 
nis could  help  Maine  conti-actors 
meet  their  federally  mandated 
goal  of  placing  10%  of  then-  Mgh- 
way  business  with  minority-  and 
women-ovmed  companies.  But  he 
soon  found  himself  in  a  nit:  Gen- 
eral contractors  saw  him  as  a 
quota-filler  and  I'elegated  him  to 
low-margin  jobs.  Or  they  helped 
women  relatives  and  friends  set 
up  companies  to  get  the  work. 
"The  big  contractoi's  found  a  way 
to  meet  the  letter,  but  not  the 
sj^irit,  of  the  law,"  he  says. 

Disgusted,  Ennis  quit  con- 
stinction  in  1988.  But  unlike  the 
swelling  ranks  of  affirmative-ac- 
tion foes,  he  thinks  the  programs 
should  be  reformed,  not  aban- 
doned. "Racism  is  alive  and 
well,"  says  Ennis,  now  a  parish 
administrator  foi'  Catholic  Char- 
ities Maine  in  Caribou,  Me.  "It's 
a  good  idea  to  help  people  with  a  hand 
up,  but  not  a  handout." 

His  experience  highlights  the  mixed 
recoi'd  of  affmnative  action  in  federal 
contracting — America's  quaiter-centm-y- 
old  effort  to  help  build  a  minority  busi- 
ness class.  A  look  at  the  minority  con- 
tracting progi'ams  at  the  Small  Business 


Administi-alinn  and  the  DetVnsi-  and 
Ti'ansporiation  Depts.  shows  that  these 
big  "set-aside"  and  preference  plans  fall 
short  of  their  goals. 

As  Ennis  found,  the  programs  are 
subject  to  abuse  by  white  contractors 
using  minority  "front"  companies.  Feder- 
al agencies  focus  on  meeting  numerical 


goals  and  neglect  the  training  that  could 
help  minority  companies  survive  out- 
side the  sheltered  world  of  government 
preferences.  And  the  progi-ams  can  cre- 
ate resentment  by  shutting  out  some 
struggling  white-owned  companies. 
PRIME  TARGET.  But  where  bureaucrats 
have  provided  technical  support  and 
advice  as  well  as  contracts,  minority 
businesses  have  thrived.  "You  have  to 
bring  minority  contractors  into  the 
?ss  networks,"  says  Timothy 
Bates,  a  Wayne  State  Universi- 
ty professor  and  expert  on  mi- 
nority contracting.  "There  has 
to  be  some  effort  to  push  back 
the  barriers." 

Such  successes  could  get  lost 
in  the  growing  clamor  to  end 
affimiative  action,  gop  Presiden- 
tial hopeful  Senator  Phil  Gramm 
of  Texas  pledges  to  wipe  out  all 
fedei'al  "quotas,  preferences,  and 
set-asides."  Senate  Majority 
Leader  Bob  Dole  (R-Kan.)  is 
scioitinizing  the  166  federal  pref- 
erence programs  identified  by 
congi-essional  researchers.  Pres 
ident  Clinton,  scrambling  to 
placate  white  voters  without 
alienating  blacks,  has  ordered 

ENOUGH  SS  ENOUGH 

Lorena  Laprade  (left) 
highway  contractor  with 
sister  Debra,  says  after 
5  to  10  years,  a  business 
should  stand  on  its  own 

his  own  review  of  affirmative  action, 
Public  resentment  often  focuses  on 
lining  preferences — the  policy  fii*st  man 
dated  by  President  Johnson  in  a  1965 
executive  order  that  required  govern 
ment  contractors  to  take  "affirmative 
action"  to  hire  and  promote  more  wom- 
en and  minorities.  But  hiring  policies 


The  Reach  of 

Affiriaative 

Action 

The  Congressional 
Research  Service  found 
166  provisions  in  federal 
law  offering  preferences 
based  on  race,  gender,  or 
ethnicity.  A  sampling: 


FEDERAL  CONTRACTS 

The  Small  Business  Administra- 
tion certifies  5,400  companies  as 
socially  and  economically  disad- 
vantaged. Other  federal  agencies 
can  award  contracts  to  these 
companies  without  competitive 
bidding.  After  nine  years,  these 
companies  must  graduate  from 
the  program. 

RESULT  In  1994,  such  compa- 
nies won  $4.4  billion  in  federal 
contracts. 


COMMUNICATIONS 
LICENSES 

The  Federal  Communications 
Commission  gives  advantages  to 
minority-  and  women-owned 
companies  buying  radio  and  TV 
stations.  For  wireless  telephone 
licenses,  disadvantaged  compa- 
nies get  discounts,  financing 
help,  and  tax  credits. 
RESULT  Minorities  own  323 
radio  and  TV  stations,  or  2.9%  of 
the  total,  up  from  0.5%  in  1978. 


EMPLOYMENT 

Under  a  1965  executive  order, 
112,000  companies  and  colleges 
doing  business  with  the  federal 
government  must  spell  out  goals 
and  timetables  for  minority  and 
female  hiring  and  promotions. 
RESULT  EEOC  surveys  of  large 
employers  show  blacks'  share  of 
management  jobs  has  risen  from 
less  than  1%  in  1966  to  5.3%; 
women's  share,  from  9.3%  to 
30.5%. 


DATA  CONGRESSIONAL  RESEARCH  SERVICE,  SMALL  BUSINESS  ADMINISTRATION,  FEDERAL  COMMUNICATIONS  COMMISSION. 
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Now  the  hardest  thing 
about  shipping  is  mastering  the  complexities 

of  the  double  (lid. 


^<3«CC^%     Introducing'  FedEx  Skip';' 


tlie  revolutionary  new  desk- 
top skipping  software  from 
'edEx.  Now  witli  FedEx  Sliip,  you  can  liandle 
irtually  any  aspect  of  skipping  a  package  witk 
jst  a  few  ckcks  of  your  mouse. 


fed 

*■ 

_  HUB 

zip.  |.41./ 

«♦ 

Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tkem  on 
your  own  laser  — 
printer.  Maintains  a  data 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  delivery  of  your  packages. 
/\11  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  up  tke  pkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it  s  a 
wkole  new  way  of  skipping  packages.  For  a 
k'ee  copy  of  FedEx  Skip  software  for  Windows  ' 
cu-  Macintosk,  just  call  1-800-GO-FEDEX.* 


Federal  Express 

Our  Most  Important  Package  Is  Yours.' 


U  lh.Jl\ IJ.  Li  I.C  K   AND   S  HJ  P, 


W'imL.u-s  IS  a  tral-marli  of  Microsoft  Corp     Mat.nlosl.  is  a  rcCisk-ml  tmJ»i„art  of  Appk-  C.  ht     '11  H  i   I  8(11 1-  ^ 


Social  Issues 


are  ultimately  up  to  the  private  sec- 
tor. The  federal  contracting  pro- 
grams, on  the  other  hand,  give  agen- 
cies power  to  bend  pui'chasing  niles 
so  that  a  small  percentage  of  feder- 
al contracts  goes  to  "disadvantaged" 
companies.  It's  those  progi-ams  that 
are  most  vulnerable  to  the  congres- 
sional ax. 

The  most  criticized  set-aside  pro- 
gram is  the  Small  Business  Admin- 
istration's 8(a)  plan.  Under  the  1969 
program,  the  sba  certifies  5,400  mi- 
nority- and  women-owned  compa- 
nies as  "socially  and  economically 
disadvantaged."  These  companies — 
ranging  from  janitorial  and  construc- 
tion to  computer  service  outfits — 
can  contract  with  federal  agencies 
without  competitive  bidding. 

The  SBA  is  supposed  to  help  these 
businesses  develop  survival  skills 
during  the  nine  years  they  can  stay 
in  the  program.  But  42%  of  the  com- 
panies that  gi-aduated  between  1990 
and  1993  have  folded  or  shiamk.  In- 
tended "to  give  minorities  the  hcense 
to  hunt  and  to  teach  them  to  himt,"  the 
plan  is  now  "a  hand-holding  program," 
says  Walter  Larke  Sorg,  a  Nixon  Ad- 
ministration official  who  helped  found 
the  8(a)  program.  The  SBA  says  the  fail- 
ui'e  rate  of  8(a)  companies  miirors  the 
rate  for  all  small  businesses.  But  in  Au- 
gust, it  announced  plans  to  beef  up  its 
mentoring  efforts,  a  tacit  admission  that 
they  were  wanting. 

LUCKY  FEW.  The  lack  of  competitive  bid- 
ding, even  among  themselves,  keeps  mi- 
nority companies  from  learning  the 
ropes.  And  federal  agencies  can  play  fa- 
vorites rather  than  hassle  with  bidding. 
So  a  handful  of  companies  ends  up  ben- 
efiting. In  1994,  1%  of  participating  com- 
panies got  25%  of  the  progi'am's  $4.4 
bilhon  pool,  the  General  Accounting  Of- 
fice found,  while  56%-  got  no  contracts. 

Some  agencies  wiU  go  to  great  lengths 
to  stick  with  an  8(a)  company  they  al- 
ready know.  A  1994  gao  study  of  an 
Energy  Dept.  office  found  that  it  short- 
ened a  contract's  length  and  relaxed  the 
requirement  on  skill  levels  to  keep  the 
price  below  the  sba's  .$3  million  ceiling 
for  noncomjjetitive  awards  to  8(a)  com- 
panies. When  that  deal  expired,  the 
agency  rehh-ed  the  firm.  Energy  says 
it's  now  tiying  to  use  more  companies. 

In  some  agencies,  minority  programs 
have  spurred  bitter  complaints  from 
white,  male-owned  rivals  that  they're 
being  squeezed  out  of  the  government 
market.  The  Defense  Dept.,  for  example, 
has  set  a  seemingly  modest  goal  of  plac- 
ing 5%  of  its  vast  contracts  with  disad- 
vantaged businesses.  But  with  60%  of 


How  To  Make  Minority 
Preferences  Work 

FOSTER  COMPETENCE  Just  handing  out 
contracts  to  minority-  and  women-owned  compa- 
nies doesn't  promote  entrepreneurship.  Govern- 
ment agencies  need  to  provide  technical  assis- 
tance and  management  advice  so  companies  can 
handle  the  job. 

REQUIRE  COMPETITIVE  BIDDING  Minor 
ity-  and  women-owned  companies  should  compete 
for  some  federal  contracts  among  themselves  or  in 
the  open  market.  The  more  they  can  withstand  the 
rigors  of  the  marketplace,  the  likelier  they  can 
succeed  without  government  supports. 

SET  LIMITS  Once  a  minority  company  can 
stand  on  its  own,  it  should  no  longer  get  special 
breaks.  This  ensures  that  the  companies  that  need 
help  the  most  get  the  support  and  prevents  others 
from  milking  the  system. 

the  military's  funds  spent  on  aircraft, 
ships,  and  other  big-ticket  items,  small- 
er contractors — white  and  minority — 
are  crowded  into  such  remaining  areas 
as  construction,  computer  services,  and 
maintenance.  Defense  spends  only  10.3%- 
of  its  contracting  budget  on  constioic- 
tion,  for  example,  but  gets  29.5%-  of  its 
minority  purchases  in  that  sector. 

Within  those  ai'eas.  Defense  lules  re- 
quii'e  purchasing  ofBcer-s  to  limit  bidding  to 
minority  finris  whenever  such  suppUere 
are  available.  The  result  can  be  painful 
for  white  contractoi-s:  Bob  McCaUie's  en- 


PLAYING  FAVORITES 


"  owned  businesses.  Vermont  sets  a 
higher  hui'dle:  Contractors  there  have 
to  meet  a  20%  benchmark. 

The  state  now  boasts  almost  50 
successful  minority-  and  women- 
owned  companies  that  it  helped  cul-j 
tivate.  It  spends  only  $5,000  a  yeaij 
on  technical  assistance — mostly  or 
accounting  courses — and  gives  in-l 
formal  advice  to  fledgling  entrepren-j 
eurs.  That  apparently  helps,  judg- 
ing fi"om  the  number  of  companies 
that  once  got  such  advice  and  an 
now  winnmg  bids  without  specia  i 
support.  "A  business  should  be  com-  ^ 
petitive  enough  to  get  work  without  • 
government  incentives,"  says  Lorem  > 
R.  Laprade,  president  of  l&d  Safetj  i" 
Marking  Corp.,  a  Berlin  (Vt.)  high  : 
way  line-striping  company  that  goi 
breaks.  The  company  has  growr : 
from  three  employees  in  1985  to  26  ( 
Proven  track  records  like  l&d's  helf 
alleviate  resentment  fi'om  companies  i. 
that  don't  get  assistance. 
"WORTH  THE  GAMBLE."  Many  of  Ver 
mont's  general  contractors  hire  minor  j : 
ity-  or  women-owned  companies,  evei  I 
after  they  have  filled  their  quota,  be  Iji 
cause  "they  have  the  expertise,"  say.| 
Kim  Smalley  of  Pike  Industries  Inc.! 
a  highway-paving  contractor  in  Tilton 
N.  H.  Vermont  officials  often  promot(  i 
such  businesses  across  state  lines 
Augusta  (Me.)-based  Bridgecorp  hire( 
African  American  Jesse  R.  Watkins  I 
to  do  the  painting  work  on  a  $4.5  mil  i 
lion  Vermont  bridge  project  evei 
though  it  had  met  its  minority  require 
ment.  Watkins  was  new  to  the  paintinj 


To  keep  work  in 
one  minority  outfit's  hands,  the  Energy  Dept. 
shortened  the  contract's  length  and  relaxed  its 
requirements  on  use  of  skilled  personnel 


gineering  firm  may  lose  the  $150,000-plus 
computer-  management  conti-act  it  has  held 
since  1989  at  the  Air  Force's  Strategic 
Command  near  Omaha.  The  Air  Force 
wants  to  switch  the  job,  without  bids,  to  a 
black-owned  fimi  near  St.  Louis.  Defense 
concedes  its  contracting  causes  problems: 
"Any  progi-am  designed  to  favor  one  seg- 
ment wili,  by  definition,  hurt  other's,"  says 
Tim  J.  Foreman,  a  procurement  analyst. 

When  minority  companies  get  the  sup- 
port they  need,  they  can  take  off — with- 
out resentment  fi-om  white-male  compa- 
nies. The  Transportation  Dept.  asks  the 
states  to  grant  10%i  of  their-  feder-al  high- 
way money  to  minority-  and  women- 


business,  but  Vermont  officials  vouch© 
for  him.  "We  felt  it  was  worth  th 
gamble,"  says  Ken  Bun-ill,  Bi-idgecorp' 
president. 

The  state  of  Vei-mont  knows  whaL 
American  businesses  have  discoverecj 
too:  that  buyers  need  to  cultivate  theil 
suppliers  to  get  the  best  performanct' 
Similar  attention  fi-om  the  federal  go\: 
ei-nment  could  help  nurture  the  stronj 
minority  businesses  it  set  out  to  seed  3ii 
years  ago.  That  would  hasten  the  daf 
when  numerical  goals  and  special  prefei! 
ences  can  fall  by  the  wayside.  ; 

By  Catherine  Yang  and  MiU, 
McNamee  in  Washington  I 
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3ur  Business  Is  Helping¥)urs 
Buy  What  Money  Cant 

up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far  Wlien 
you  need  help  beyond  creative 
financing,  toe  can  make 
sure  you  re  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn 't  dream  of  to  provide 
il  value.  Like  helping  a  major  shipping  company  establish  a  distribution  network  to  ensure  adecjuate 
are  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
u-income  families  and  dramatically  increasing  its  affordable  lending. 
At  GE  Capital,  were  24  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  deliv- 
ng  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  If  you're  looking  for 
me  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital 

Our  Business  Is  Helping  Yours' 

AMERICOM  •  AUTO  FINANCIAL  SERVICES  ■  AVIATION  SERVICES  •  COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE  •  COMMERCIAL  REAL  ESTATE  FINANCING 
EMPLOYERS  REINSURANCE  COMPANY  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FINANCIAL  INSURANCE  GROUP  •  FLEET  SERVICES 
GECC  FINANCIAL,  (HAWAII)  •  GENSTAR  CONTAINER  •  GLOBAL  PROJECT  8  STRUCTURED  FINANCE  •  GNA  ■  MODULAR  SPACE  •  MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES 
:NSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES  •  TECHNOLOGY  MANAGEMENT  SERVICES  •  TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


ONLY  YOUR  MOTHER  IS  MORE  S  l 


Where  would  we  be  without  our  mothers?  They  take  care  oj  us,  worry 
about  us,  protect  us.  So,  we're  proud  to  say,  when  it  comes  to  safe  guar  d- 
incj  drivers,  at  FORD  MOTOR  COMPANY  our  maternal  instinct  becomes 
V  e  ry  apparent.  Yo  u  c  a  n  Je  e  I  it  i  n  our  traction  control  system.  And  i  n 
our  ANII-LOCK  BRAKES.  It's  why  DUAL-AIR  BAGS*  are  standard  on  all 
our  cars.  And  why  our  ROADSIDE  ASSISTANCE  is  available  24  hours  a 
day.    We're   also    developing    remarkable   Intelligent    Vehicle  Technologies. 


near  vour  \tifcl\  hell 


SED 


WITH  YOUR 


SAP  ETY. 


ike   our    Vision    Enhancement    Sj  st  em    —   to    help    drivers    when  "mother" 
ature   acts   up.    All   this   might   be   considered  a   little   obsessive.    But  at 
or  d  Motor  Co  mp  a  ny,   we  believe  such  commitments  to  s  aj e  ty  and  se  c  u  r  ity 
ill  enhance  the  qu  ality  oj  all  our  lives.   Besides,   it's  Jor  your  own  good. 


Ford     •     Ford    Trucks  ♦ 


Lincoln     ♦     Mercury  • 


\V  ALITY     IS     JOB  1 


People 


DEALMAKERS 


OLiVEni  BETS 
ON  DE  BENEDEni  II 

Can  the  CEO's  son  turn  multimedia  into  a  growth  engine? 

Ty]:)ically  for  Italy,  it's  fam- 
ily to  the  rescue.  Carlo 
De  Benedetti,  the  60- 
yeai-old  chairman  and  ceo  of 
Olivetti,  is  looking  to  son 
Mai'co,  33,  to  help  turn  tilings 
around.  While  Olivetti's  core 
computer  business  is  hurting, 
Mai'co  is  off  and  running  with 
a  spin-off  of  the  company's 
scattered  media  ventures 
called  Olivetti  Telemedia.  The 
goal:  Use  the  new  company 
to  make  Olivetti  one  of  the 
Continent's  hottest  players  in 
multimedia. 

Olivetti  desperately  needs 
a  fresh  start.  Its  computer 
business  is  losing  ground  to 
industry  heavies  such  as  Com- 
paq, Hewlett-Packard,  and 
Germany's  Vobis  Microcom- 
puter. Net  losses  in  1994  could 
run  as  high  as  $340  miUion, 
capping  four  straight  years  of 
red  ink.  A  new  push  into  mo- 
bile telecommunications,  with 
a  commanding  36%  stake  in 
Italy's  Omnitel-Pronto  Italia, 
the  country's  first  private  cel- 
lular operator,  is  hardly 
enough  to  make  up  for  the 
lagging  performance  in  com- 
puters. Ohvetti's  stock,  mean- 
while, has  fallen  about  20% 
since  Januaiy. 

Looking  for  new  growth, 
ChaiiTnan  De  Benedetti  creat- 
ed Milan-based  Telemedia  last  July.  The 
new  company  has  sales  of  only  $350 
million,  vs.  the  parent  company's  $5.6 
billion.  E^ut  Telemedia's  involvement  in 
onhne  services,  desktop  videoconferenc- 
ing, and  software  for  sophisticated  net- 
works could  help  revitalize  Olivetti. 
BIG  FISH.  As  head  of  Telemedia,  Marco 
has  more  going  for  him  than  his  name. 
A  product  of  American  and  European 
business  cultm-e,  Marco  gi"aduated  ft-om 
Wesleyan  University  and  did  a  one- 
year  stint  at  Procter  &  Gamble  Co. 
before  getting  an  mba  at  Wharton.  The 
next  two  years  were  spent  in  nonstop 
dealmaking  at  New  York's  Wasserstein 
Perella,  where  he  worked  on  the  Time 
Warner  and  r.jr  Nabisco  mergei-s.  "It 


TRAINED  IN  AMERICA 


Marco  De 
Benedetti  cut  his  teeth  at  Procter  & 
Gamble  and  at  Wasserstein  Perella, 
where  he  worked  on  the  Time 
Warner  and  RJR  Nabisco  deals 


was  a  fun  time,"  exclaiins  the  boyish 
executive. 

Dealmaker  Marco's  tiiunp  card:  lever- 
aging Olivetti's  poweiful  presence  across 
Europe  to  attract  partners  with  hot 
technology — and  deep  pockets.  Some  big 
fish  are  already  biting.  Ohvetti  was  the 
only  computer  group  chosen  by  Micro- 
soft Coi-]j.  when  it  recently  selected  five 
global  development  paitners  for  interac- 
tive multimedia  software  based  on  its 
new  Windows  NT  operating  system. 
That  stands  to  strengthen  Olivetti's  po- 
sition in  cutting-edge  consumer  prod- 
ucts such  as  video-on-demand. 

In  another  promising  deal,  Telemedia 
linked  up  with  Hughes  Network  Sys- 
tem Corp.  to  offer  digital  satellite  tele- 


communications services  to  big  corpo- 
rate customers  in  Europe.  De  Bene- 
detti is  betting  that  companies  wall  pre- 
fer dealing  with  a  single  telecom 
operator  to  negotiating  Europe's  maze 
of  state-mn  phone  companies.  Although 
Hughes  faces  tough  competition  in  the 
emerging  digital  market  from  General 
Electric,  AT&T,  and  Nippon  Telegraph  & 
Telephone,  none  has  European  part- 
ners. "Olivetti's  broad  cus- 
tomer base  in  Europe  will 
help  it  stack  up  against  the 
opposition,"  says  Kenn  D, 
Walters,  senior  consultant  at 
BIS  Strategic  Decisions  in 
Munich. 

De  Benedetti  plans  to  go 
after  mai'ket  niches  where  01 
ivetti  is  already  a  strong 
—  player.  He  aims  to  develop 
key  business  applications  foi 
the  Internet,  such  as  payment 
services,  that  will  tap  Olivet 
ti's  expertise  in  point-of-sales 
terminals  and  smart  cards 
"We  have  the  right  critica 
mass  in  people,  resources,  anc 
revenues  to  allow  us  to  d( 
this,"  says  De  Benedetti.  Oth- 
er key  areas:  security  sys- 
tems  and  online  services. 

De  Benedetti  hopes  to  rusi 
to  the  market  high-qualitj 
videoconferencing  for  PCs — ai 
prices  within  almost  every 
one's  reach.  Telemedia  nov 
directs  Olivetti's  research  labi 
in  the  middle  of  Britain': 
Cambridge  University,  when 
scientists  confer  by  vide( 
with  each  other  using  Olivet 
ti's  broadband  technology.  Thi 
system's  tiny  desktop-mount 
ed  microphones  and  camera 
deliver  crisp,  flowing  image 
and  CD-quality  sound.  ATI 
Ltd.,  a  Cambridge  compan; 
controlled  by  Telemedia,  is  planning  t 
market  the  fii'st  low-cost  vei-sions  of  th 
system  this  March. 

Can  Olivetti  remake  itself?  Revenue 
from  Telemedia's  operations  have 
start  taking  off  soon  if  Olivetti  is 
avoid  the  fate  of  other  European  con: 
puter  makei-s,  which  have  turned  to  im 
jor  strategic  partners  to  survive.  "Th 
problem  is  that  many  multimedia  mai 
kets  may  be  for  the  late  '90s  rathe 
than  the  mid  '90s,"  worries  Peter  Kno3 
computer  analyst  at  UBS  Phihps 
Drew,  "and  Olivetti  needs  help  now, 
That  means  the  new  father-son  teai 
has  a  lot  to  do  in  veiy  little  time. 

By  John  Rossant  ajid  Gail  Edmont 
son  in  Milan 


Nationwide  paging.  It  didnt  just  put 
us  on  tne  map.  It  put  us  all  over  it. 


Skylel'  was  fii-st  to  introduce  paging 
tkat  works  across  tke  United  States.  And 
today,  tliree  times  more  kusiness  travelers 
go  witk  skylel  for  nationwide  paging  tlian 
witk  any  otker  company.  But  Skylel  is 
more  tkan  paging.  Its  customized  services 
tkat  will  kelp  you  manage  and  prioritize 
information.  You  can 
f  read  e-mad,  get  voice 
s,.:..  '  mail  and  download  data 
to  your  laptop,  as  well  as 


follow  your  favorite  stocks  tkrougkout 
tke  day.  And  witk  SkyFax^ '  people  can 
fax  important  documents  to  you  even 
if  tkey  don  t  know  wkere  vou  ai'e.  At 
skylel,  everytliing  we  do  is  kuilt  around 
tke  kusiness  traveler  —  including  innova- 
tions tkat  keep  your  kusiness  on  tke 
map.  Sk\Tel.  The  Jiest  ideas  in  wireless 
technolo^v  are  invented  here. 

SkKTelA. 

M  A  Suliskliarvof  Mtel 


To  see  v/haf  Skylel  can  do  for  you,  call  1-800-801-2506, 


Tel  features  pagers  by  Motorola. 


©  1995  SkyTel 


The  first  one  was  supposed  to  be  user  friendly.' 


The  next  promised  connpatibiHty. 


been  ol<oy.}-^f  we  hod  lots  of  time  to  waste 


group,  isn't  there  sonnething  that  can  turn  us 


s  oil  together. 


Not  exactly. 


'hey  lied  One  would  have 


All  it  takes  is  TeamWare  ' 
Office:  the  complete  suite 
of  productivity  applications 
that  airns  any  group  into 
a  team,  fast. 

TeaniWare  Office 
includes  e-mail,  info 
shaiing,  document  library, 
work  flow,  and  a  team 
scheduler,  all  fully 
integrated.  It  supports 
the  Windows  '  applications 
you're  probably  akeady 


WINDOWS 


NetWare 

Compatibb 


using.  And  it's  ready  to  ain 
the  first  day — no  matter 
which  major  client/server 
system  you  have. 


bme  on,  we've  got  o  good 


ito  a  team? 


Call  for  your  Free 

demo  &  evaluation  pack* 
I.800.20.TWARE. 

Email  Address:  globald@tmware.us.com 

World  Wide  Web  Homepage:  http://www.tmware  us  com/tmware 


There  is  simply  no  other 
product  like 
it.  TeamWare 
Office.  Less 
work,  more 
teamwork. 


•Willie  supplies  Li.s[  'tjiWS  liiicrn.nionjl  niipulff>  Ijinited  RMmWAI^t 
IS  ;i  iniclcm.irk  of  Inlernalion.ii  (.ompiilcrs  Llniikxl  2  is  a  rej^isttred 
tradcnurk  of  llie  Inlcmational  liusiiiess  Mjchinc-s  ( ioiyx >ralion  .Solans  and 
tlie  Solans  loj^o  are  registered  trademarks  of  Sun  Mitrosystenis,  Inc. 
Mierosoft  is  a  registered  trademark,  and  Windou.s  and  the  Windows  logo 
are  trademarks  of  Microsoft  Corporation.  Novell  is  a  regi.stered  trademark, 
and  the  Yes  logo  is  a  trademark  ol  Novell,  Inc. 


J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS'  System 


Will  the  cars  an  the  drawiiifj  hoard  today  meet  oonsiuiier  demands  of  tomorrow?  Tliat's  the 
♦jiiestion  facing  J. D.  Power  anti  Associates.  Tlie  answers  are  coming  from  the  SAS  System. 

■■\\f  produce  a  nidiitlily  forecast  ol  car  ami  tnu  k 
sales  tor  ahoul  •'?()()  different  \eliicles."  savs  Joii  Roseiitlial. 
Manager  of  \uloinoli\e  Forecasting  for  J.!).  I'owei  and 
Associates.  "Kacli  vehicle  is  foiecasted  by  month  for  live 
Ncars  hevond  the  current  vear.  Right  now  Tin  forecasting 
through  the  vear  2()()()." 

TIw  SAS  System  Fits  Our  Business 

SAS  Svsteiii  i>  the  fuel  lit'hind  those  lore- 
casts. ..((Ill-  soltuari'  ol  choice  lor  analvzing  siiles.  econoinie. 
and  aulo  uidustn  data  and  then  repoiling  what  we  vc  learned, 
adds  liosenthal.  "Hefore  the  SAS  System,  much  ol  the  lore- 
casting  was  (lone  1)\  hand.  lo  make  our  forecasts  ciedihie.  we 
had  to  ha\e  a  ciedilile  ssstem.  One  that  made  il  easv  to  huild 
applications  and  put  them  to  work  across  oui  com|)Uting  ein  i- 
n)nments.  We've  got  minis.  Macs,  desktop  |)ul)lishing.  and  a  lot 
ol  s|)readsheels.  The  SAS  System  Ills  the  wa\  ue  do  liusiness." 

Tlie  Bottom  Line  is  Information 

Now  that  the  lorecasting  model  is  u|)  and  running. 
Kosenlhal  and  his  staff  are  using  the  SAS  System  to  huild  an 
interactive  database.  "The  Power  Information  Network  will 
allow  an  auto  dealer  or  nianutacturer  to  go  online  and  gt-t 
market  information."  Rosenthal  explains.  "Vi  hen  released. 


subscribers  will  be  able  to  select  from  a  long  menu  of  repoils 
and  (lata.  The  versatility  ol  the  SAS  System  is  crucial  in 
(le\elo|)ing  the  re|)orts." 

"The  bottom  line  is  this:  applications  are  being 
(le\elo])ed  with  the  S.\S  S\ste'm  that  will  deli\er  the  most 
up-to-date  inf(H'mation  to  those  who  make  decisions  for  the 
automotive  industn."  says  Rosenthal.  "II  manulaeturers  and 
dealers  can  get  their  hands  on  accmate  market  information 
and  predictions.  the\  luue  a  much  betlt-r  chance  ol  meeting 
customers'  needs  down  the  road.  " 

To  reoeivf  a  SAS  SysU-m  Kx<■<•^lli^^•  Siiiiimai-\.  fiive  u.**  a  call 
or  visit  IIS  on  the  \^orl<l  \\  i<le  \\el>  at  litl|)://wv\w.sa.«.fom 


eople 


IVESTIGATIONS 


AT  PASTA  LUNA:  "Fm  just  trying  to  put  my  life  back  together 


rHE  HEAT  IN 

»ETER  GASERTA'S  KITCHEN 

an  the  former  head  of  Spectrum  shake  his  past? 

t's  dinnertime  at  Pasta 
Luna,  a  new  cafeteria- 
style  Italian  restaurant 
Richmond,  Va.  Standing 
lar  the  kitchen  is  a  bald- 
middle-aged  man  with 
3  remaining  gray  hair 
lund  tightly  in  a  short 
ny  tail.  "All  fresh,  home- 
ide  ingredients,'  he  tells 
customer  After  he  con- 
ides  his  amiable  sales 
;ch  for  the  restaurant,  he 
oclaims:  "This  may  be 
e  best  Italian  food  in  the 
untry." 

Sure,  it's  hyperbole — but 
it's  no  surprise.  The  host 
none  other  than  Peter  T. 
iserta,  whose  bold  pro- 
uncements  and  alleged 
If-truths  transformed  Spectrum  In- 
■mation  Technologies  Inc.  into  one  of 
3  top  performers  on  the  stock  mai'ket 
er  a  year  ago.  Perhaps  the  greatest 
;play  of  Caserta's  talents  was  convinc- 
^  former  Apple  Computer  Inc.  Chair- 
in  John  Sculley — who  had  also  been 
mored  to  be  in  the  ranning  for  the 
)  jobs  at  IBM  and  Motorola,  to  head 
i  Manhasset  (N.  Y.)  company  that  de- 
loped  wireless  transmission  teehnolo- 
.  Sculley  quit  four  months  later  in 
bmary,  1994. 

The  Spectrum  episode  faded  last 
ring  after  postal  inspectors  raided 
serta's  foi-mer  consulting  ftrm,  Caser- 
Group,  an-esting  five  executives  and 
irging  them  with  wii-e  and  mail  fraud. 
1  five  have  pleaded  not  guilty.  Caser- 
has  never  been  arrested  oi-  charged 
th  anything. 

fAY  FROM  IT  ALL.  Now  this  corpo- 
e  melodrama  is  about  to  have  a  sec- 
I  act.  In  an  expansion  of  the  original 
S.  Postal  Service  investigation,  as 
.ny  as  a  dozen  former  employees  and 
;ociates  of  Caserta  Group,  later  re- 
med  Paradigm  Group  Inc.,  are  ex- 
led  to  be  indicted  by  a  federal  gi-and 
•y  in  coming  weeks,  according  to 
irces  familiar  with  the  investigation, 
ese  sources  say  they  vdll  likely  be 
irged  vdth  collecting  fees  from  small 


high-tech  companies  for  investment 
banking  services  that  were  rarely  deKv- 
ered.  Even  though  Caserta  had  sold 
the  fiiTn  befoi'e  the  raid,  the  gi'and  jury 
is  looking  at  transactions  that  occurred 
during  his  tenure,  these  sources  say. 
Caserta  and  his  attorney  declined  to 
talk  about  Spectrum  or  the  possibility 
of  indictments. 

Working  in  a  small  res- 
taurant seems  quite  a 
comedown  for  Caserta, 
who  pocketed  $8.4  million 
by  selling  Spectrum 
shares  as  they  soared  on 
news  of  Sculley's  arrival 
in  late  1993.  He  resigned 
from  Spectrum  in  June, 
1994.  "I  moved  to  Rich- 
mond with  my  family  to 
get  away  from  all  that 
stuff  in  New  York,"  says 
Caserta,  52.  "I'm  just  tiy- 
ing  to  put  my  life  back 
together" 

Caserta  apparently 
moved  to  his  wife's  home- 
town in  April.  Then,  last 
month,  the  self-described 
gourmet  cook  opened  his 
restaurant  in  a  strip  shoi> 
ping  center.  It's  very 
much  a  family  affair,  as 


Caserta's 
Resume 


Founds  Caserta 
Group  to  secure 
financing  for 
high-tech  startups 


JULY  1992 


Named  Spectrum 
CEO  after  serving 
as  director  and 
vice-chairman 


FEBRUARY  1995 


Opens  Pasta  Luna, 
an  Italian  cafeteria- 
style  restaurant  in 
Richmond,  Va. 


was  Spectmm  and  Caserta  Group.  Pas- 
ta Luna  is  owned  by  ptw  Group  Co. 
Caserta's  wife  Teny,  fornier  treasurer  of 
Caserta  Group,  is  listed  as  president  of 
the  company,  according  to  state  records. 
Caserta's  son,  Peter  Jr.,  a  former  vice- 
president  of  a  Spectrum  subsidiaiy,  also 
works  at  the  r-estaurant.  ptw's  liquor  li- 
cense application  states  that  Pasta  Luna 
could  bring  in  monthly  revenues  of 
$115,000.  "I'm  no  big  shot,"  insists  Ca- 
seita,  who  says  he  does  eveiything  from 
sei-ving  customers  to  work- 
ing in  the  kitchen. 
GOBBLED  UP?  It's  unlikely 
he  would  continue  to  labor 
in  anonymity  if  indictments 
are  handed  up.  Sources  fa- 
miliar with  the  investiga- 
tion claim  the  U.  S.  attor- 
ney's office  in  Brooklyn, 
N.  Y.,  has  been  gathering 
evidence  to  flesh  out  a  com- 
plaint it  filed  last  Mai'ch,  al- 
leging that  the  Caserta 
Group  took  in  nearly  $2 
million  a  year  in  fees  fi'om 
small  companies  by  falsely 
promising  to  find  new  in- 
vestors for  them.  Caserta 
and  his  attorney  decUned  to 
comment  on  the  allegations. 
The  gi"and  juiy  probe  is 
not  the  only  legal  hassle  awaiting  Ca- 
serta. The  Securities  &  Exchange  Com- 
mission continues  an  investigation  into 
whether  Spectrum  executives  manipu- 
lated the  company's  stock.  Neither  the 
SEC  nor  Spectrum  will  comment  on  the 
investigation.  Meanwhile,  Spectrum 
shareholders  are  pressing  a  suit  against 
Spectnmi,  Caserta,  and  Scul- 
ley, alleging  stock-price  ma- 
nipulation and  insider  trad- 
ing. All  have  denied  any 
wrongdoing. 

As  for  Spectrum,  it  filed 
for  Chapter  11  bankruptcy 
pi'otection  on  Jan.  22.  Spec- 
trum declines  to  discuss  its 
current  situation  or  Caser- 
ta. Still,  it  vows  to  r'esume 
profitable  oj^er-ations.  Maybe 
so.  But  Heiko  H.  Thieme, 
chairman  of  the  Amer-ican 
Heritage  Fund,  Spectrum's 
largest  shar-eholder,  believes 
the  company  may  "seek  a 
strategic  partner  or  be  gob- 
bled up  by  another  compa- 
ny." Either  way.  Spectrum, 
like  Caserta,  is  learning  to 
survive  amid  humbler  cir- 
cumstances. 

By  Michael  Schroeder  iyi 
Richmond,  Va. 
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Economics 


BUDGETS 


JUNE  O'NEILL  WONT  DANCE 
TO  JUST  ANY  GOP  TUNE 

The  Congressional  Budget  Office  chief  vows  to  stay  independent 


As  a  member  of  the  ignored  minority, 
Representative  Richard  K.  Armey 
(R-Tex.)  used  to  rail  against  the 
Congi-essional  Budget  Office  as  an  agent 
of  Democratic  Big  Government.  "One 
of  the  biggest  fictions  in  this  town  is 
that  the  CBO  is  nonpartisan,"  insisted 
Armey,  himself  an  economist.  But  now 
the  Texas  lawmaker  is  House  Majority 
Leader,  and  Republicans  get  to  pick  the 
CBO  director,  so  they  tapped  an  ideo- 
logical soul  mate  for  the  powerful  post: 
Baruch  College  economist  June  E. 


chef  to  cook  the  books  with  a  sauce  to 
their  liking,  they  may  be  disappointed. 
In  an  interview  with  business  week, 
the  60-year-old  economist  vowed  to 
maintain  the  CBO's  reputation  for  inde- 
pendence, an  asset  admired  by  most 
outside  observers.  "I've  been  assured 
by  everybody,  and  explicitly  by  John 
Kasich,  that  they  all  want  the  honest 
truth,"  says  O'Neill,  the  fourth  director 
in  the  CBO's  20-year  history. 

Certainly,  her  past  work  as  a  labor 
economist  tends  toward  the  consei-vative 


home,  and  neighborhood  are  more  seri- 
ous obstacles  to  the  attainment  of  black- 
white  equality  in  eai'nings  than  current 
labor-market  discrimination."  More  re- 
cently, she  and  her  husband,  fellow  econ- 
omist David  M.  O'Neill,  criticized  the 
Clinton  Administration's  1993  health-re- 
form proposal,  arguing  that  the  man- 
date for  employer  health  coverage 
would  have  triggered  mass  job  losses 
in  low-wage  industries  such  as  restau- 
rants and  construction. 
"SOLID  RESEARCH."  But  those  conserva- 
tive views  haven't  stopped  O'Neill  from 
winning  kudos  from  Democrats — even 
some  in  the  Clinton  Administration.  IS' 
abel  V.  Sawhill,  who  recently  left  the 
Office  of  Management  &  Budget,  rec- 
ommended O'Neill  as  her  replacement  in 
charge  of  the  Women  &  Family  Policy 
program  at  the  liberal-leaning  Urban 
Institute  in  1979,  when  Sawhill  joined 
the  Carter  Administration.  "We  differed  j,, 
on  some  conclusions,  but  I  always  re 
spected  her,"  says  Sawhill.  "She's  not  a 


Tl 


WHERE  O'NEILL 
STANDS 

i liR^^  Wage  differentials  between 
blacks  and  whites  are  more  closely  linked 
to  unequal  education  and  poor  neighbor- 
hoods than  to  discrimination  in  hiring 
The  long-standing  male-fe- 
male wage  gap  was  due  largely  to  women 
having  less  education  and  training  and 
fewer  consecutive  working  years — rather 
than  workplace  bias 

The  Clinton  health- 
care plan — even  including  a  large  federal 
subsidy  to  small  business — would  have 
resulted  in  perhaps  1  million  lost  jobs 
in  such  industries  as  restaurants  and 
construction  , 


O'Neill,  who  describes  herself  a.s  "con- 
servative and  market-oriented." 

And  there's  little  doubt  that  House 
GOP  leaders  expect  a  quick  reversal  of 
the  CRO's  supposed  bias  toward  govern- 
ment si)ending.  No  sooner  did  O'Neill 
arrive  at  work  on  Mar.  6  than  she  was 
presented  with  a  "congratulations"  letter 
from  House  Speaker  Newt  Gingiich  (R- 
Ga.)  and  House  Budget  Committee 
Chairman  John  R.  Kasich  (R-Ohio)  de- 
manding that  the  CBO  no  longer  auto- 
matically factor  inflation  into  its  baseline 
forecasts  of  federal  spending.  "That  way, 
the  House  will  approach  the  federal 
budget  as  a  family  looLs  at  its  own  bud- 
get, beginning  with  current  spending, 
not  anticipated  increases,"  they  insisted. 

But  if  GOP  deficit  hawks  and  supply- 
siders  believe  they  have  found  a  new 


end  of  the  .spectrum.  U'Neili's  i'esearch 
on  gender-based  wage  differentials  con- 
cluded that  the  choices  that  women 
make  on  entering  and  leaving  the  la- 
bor force — not  sex  discrimination — were 
the  key  factors  behind  unequal  pay.  As 
a  result,  she  opposed  "comparable- 
worth"  policies  on  the  grounds  that  rais- 
ing wages  for  traditionally  female  jobs 
would  reduce  incentive  to  enter  other 
occupations  and  mean  an  oversupply  in 
women's  fields,  "making  it  still  hairier  to 
find  a  stable  solution  to  the  problem." 

In  1992,  O'Neill's  studies  found  that 
women  naiTowed  the  pay  gap  with  men 
during  the  1980s  because  of  increased 
skills  and  higher  education  levels  rather 
than  affirmative  action.  As  for  race- 
based  pay  gaps,  she  wrote  three  years 
ago  that  "deprivations  related  to  school. 


political  animal — she's  more  an  intellee 
tual  and  a  scholar" 

Similar  praise  comes  from  Alice  M 
Rivlin,  the  cbo's  first  director  and  nov 
head  of  the  executive  branch's  omb,  th( 
CBO's  rival  budget  scorekeeper.  Rivlin 
who  hired  O'Neill  in  the  1970s  as  a  staf 
economist  at  the  CBO,  says:  "She's  oi 
the  conservative  side  and  a  Republican 
but  no  extremist.  She's  got  a  good,  lon{ 
track  record  of  solid  research." 

Indeed,  it  may  be  the  Republican| 
who  end  up  most  surjjrised  by  O'Neill'ili, 
views.  Take  the  Bureau  of  Labor  Stal' 
tistics'  monthly  calculation  of  the  conj; 
sumer  price  index.  Gingiich  has  threat 
ened  to  "zero  out"  the  bls  unless  1 
quickly  lowers  its  CPI  estimates — i 
change  that  could  save  $150  billion  u 
cost-of-living  adjustments  for  Social  Se 
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How  could  the  builder  get  an  injured  carpenter  back  on  the  job? 


The  Company  Wanted  Its  Worker  Back. 


Our  solution  was  a  comprehensive  Liberty  Mutual  program       r-^^  ^ 


that  included  treadmills,  weights,  walking  exercises 


and  on-site  work  hardening.  The  injured  worker  had 


he  added  benefit  of  a  team  focused  on  his  needs. 


We  Said  Take  A  Hike. 


So  he  quickly  came  back  to  full  duty. 


If  you  d  like  an  insurance  company  that  knows 


how  to  build  a  strong  business, 
talk  to  Liberty  Mutual. 


LIBERTY 
MUTUAL 


1994  Libeny  Mutual  Group 


curity  and  other  govemment  progi-ams 
over  the  next  five  years.  The  money 
would  help  the  gop  cut  the  deficit  and 
pay  for  tax  cuts. 

But  as  far  as  O'Neill  is  concerned, 
the  CPi  "is  something  that  can  never 
be  [totally]  fixed"  because  it  is  nearly 
impossible  to  adjust  for  quahty  changes 
and  consumer  buying  habits.  If  politi- 
cians vi^ant  to  tiim  the  cola,  they'll  like- 
ly have  to  do  it  themselves  by  using 
an  entirely  new  fonnula,  O'Neill  says. 
SIDESTEP.  Nor  will  she  embrace  "dy- 
namic scoring,"  which  in  its  extreme 
form  implies  that  a  cut  in  tax  rates  can 
actually  increase  tax  collections  by  stim- 
ulating gi'owth.  Some  House  Republi- 
cans had  hoped  that  the  CBO  would  en- 
doi-se  the  idea  that  the  gop's  $189  billion 
tax-cut  package  would  pay  for  itself. 
But  she  avoids  the  issue  by  noting  that 
estimating  revenues  from  tax-law 
changes  is  not  the  CBO's  job  but  that 
of  the  Joint  Committee  on  Taxation. 

Not  smprisingly,  O'Neill  wasn't  the 
OOP's  top  candidate.  The  job  was  first  of- 
fered to  John  F.  Cogan,  an  economist  at 
Stanford  University's  Hoover  Institu- 
tion, who  twned  it  down.  Among  other 
mainstream  economists  making  the  fi- 
nal cut  but  not  offered  the  job:  Robert 
Glenn  Hubbard  of  Columbia  University, 
James  M.  Poterba  at  Massachusetts  In- 
stitute of  Technology,  and  James  R. 
Barth  at  Auburn  University.  More  rad- 
ical economists — including  ti-ue-blue  sup- 
ply-siders — were  dropped  after  a  group 
of  economists  led  by  former  Federal 
Reserve  Board  Chainnan  Paul  A.  Vol- 
cker  warned  that  attempts  to  calculate 
the  macroeconomic  effects  of  tax  cuts 
were  "an  invitation  to  wishful  thinking." 

O'Neill  appeared  on  Kasich's  hst  as 
well  as  that  of  Senate  Budget  Commit- 
tee Chairman  Pete  V.  Domenici  (R- 
N.  M.),  who  opposed  putting  a  supply- 
sider  in  the  job.  Eventually,  she  became 
the  compromise  choice.  Despite  her 
vows  to  remain  independent  and  non- 
partisan, the  Senate  Budget  Commit- 
tee's ranking  Democrat,  Senator  J. 
James  Exon  (D-Neb.),  remains  suspi- 
cious. He  opposed  her  selection,  claiming 
O'Neill  will  accept  "lock,  stock,  and  bar- 
rel" some  GOP  supply-side  notions. 

So  fai;  O'Neill  plans  to  avoid  choosing 
sides.  Her  immediate  task  is  to  upgi'ade 
CBO  presentations  with  computer-gen- 
erated graphics.  "T  believe  in  clarifying 
the  presentation,"  she  says.  "When  bud- 
get people  talk  to  each  other  now,  it's 
fi-equently  incomprehensible."  That  may 
also  mean  changing  assumptions  for 
budget  forecasting,  as  Gingiich  and  Ka- 
sich  suggest.  But  O'Neill  knows  no  com- 
puter software  or  new  assumptions  can 
make  the  deficit  vanish — and  she's  ready 
to  say  that  to  anyone  who  hstens. 

By  Paul  Magnusson  in  Washington 


The  Corporation 


ULRICH,  WHO  IS  keeping! 
HIS  TITLE  AS  TARGET 
CEO,  FIRED  10  TOP 
DAYTON  HUDSON  EXECS 


STRATEGIES 


'SPEED  IS  LIFE' 
AT  DAYTON  HUDSON 

But  can  new  Chairman  Ulrich  catch  Wal-Mart? 


If  frustrated  shareholders  of  Day- 
ton Hudson  Corp.  were  hoping  to 
hear  specifics  from  their  newly 
named  chairman-to-be  at  the  retail 
company's  annual  meeting  in  Minneap- 
olis last  May,  they  were  sorely  disap- 
pointed. Robert  J.  Uhich,  anointed  in  a 
boardroom  coup,  didn't  outline  strate- 
gies to  fatten  the  $21  billion  compa- 
ny's anemic  earnings,  up  just  5%  in 
four  years  despite  45%  gi'owth  in  sales. 
Instead,  Ulrich,  head  of  Daj'ton's  fast- 
growing  Target  discount  chain,  tossed 
around  jargon  about  "delayering  man- 
agement" and  creating  a  "boundaiyless 
corporation."  Then  he  left  his  audience 
to  mull  over  one  of  his  personal  man- 
tras— "Speed  is  life." 


Investors  love  the  new 
sense  of  urgency,  but 
heavy  debt  still  weighs 
down  the  stock 
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Bewildered  shareholders  soon  foun 
out  what  Uhich,  now  51,  meant.  "Withijrn;  < 
weeks  of  assuming  office  in  July,  he  di: 
missed  10  top  Da^lon  executives  anijfff 
launched  a  broad  effort  to  transplar 
Target's  keener  merchandising  and  nin  :  Wal 
bier  logistics  to  the  troubled  Mervj-n 
midprice  department-store  chain.  No  jury 
did  he  forget  the  little  things.  Last : 
scannei*s  on  the  selling  floor,  wliich  ha\ 
long  allowed  Target  customers  to  d 
their  owti  price  checks,  soon  appeai-ed  i  c  j,. 
some  Mervyn's  stores.  "He  [movesvjjji 
quickly,"  says  Boake  A.  Sells,  formt 
Da>i;on  president.  "That's  why  he's  ha;.;^,^. 
such  personal  success." 
SUPERCENTER  DILEMMA.  Investors,  wh 
have  seen  Da\ton  stock  languish  for  tY 
past  five  years,  loved  Ulrich's  sense  < ; 
urgency.  The  stock  briefly  hit  86  aft( ;; 
he  took  office.  But  now  they  want  n  i;;  p 
suits — and  fast.  Their  frustration 
understandable.  Dayton's  stock  is  no 
trading  below  70  a  share,  less  than  ; 
1990.  If  it  enjoyed  a  tjT^ical  retail  mult 
pie  of  15  times  projected  earnings,  tl 
stock  w'ould  be  more  than  100  a  shar 
analysts  say.  But  a  big  debt  bui'den  ar^, 
stagnant  sales  in  existing  stores 


TARGET  MERVYN'S 

A  BILLIONS  OF  DOLLARS 


[ervyn's,  which  contributes  more  than  a 
fth  of  Dayton's  sales,  have  repeatedly 
)rpedoed  its  shares.  That  has  over- 
ladowed  Target's  impressive  string  of 
i%  annual  increases  in  revenue  and 
)nsistent  growth  in  existing-store  sales, 
arget  helped  push  Dayton's  sales  up 
1%  last  year,  to  $21  billion.  Operating 
rofits  hit  $1.2  biUion,  up  9%. 

Ulrich's  most  pressing  task,  clearly, 

to  fix  Mervyn's.  He  also  needs  to 
ivive  Dayton  Hudson's  department- 
;ore  division,  which  includes  Marshall 
ield's,  Dayton's,  and  Hudson's  stores, 
here  margins  are  a  healthy  8.6%  but 
lies  are  flat  at  $270  million.  Even  Ul- 
ch's  biggest  suc- 
jss — Target — stands 
:  a  crossroads.  Ul- 
ch  must  decide 
hether  to  follow 
/al-Mart  Stores  Inc. 
id  Kmart  Corp.  into 
apercenters — giant 
.ores  offering  grocer- 
s  as  well  as  general 
lerchandise. 

Ulrich,  who  joined 
18  company  as  a 
lerchandise  trainee  in 
)67,  relies  on  an  in- 
3r  circle  of  loyal  fol- 
'Wers.  But  he's  also 
seply  involved  in  op- 
'ations:  He  kept  his 
tie  as  chief  executive 
■  Target  and  is  de 
.cto  CEO  of  Mervyn's. 
Irich  was  groomed 
;  the  company's  flag- 
lip  Dayton's  depart- 
lent  store  but  made 
is  name  at  Target, 
here  he  carved  out  a  niche  for  the 
27-store  chain  as  an  upscale  competitor 
)  Wal-Mart  and  Kmart,  with  better  ap- 
arel  and  brighter  stores. 
ftRTY  SHOPS.  Target,  which  started 
ith  a  fledgling  store  outside  St.  Paul 
I  1962,  now  accounts  for  64%  of  Day- 
in's  $21  billion  in  revenue.  In  some  high- 
'  competitive  markets,  such  as  Chicago 
id  Dallas,  consumers  rate  Target  ahead 
'  Wal-Mart  in  critical  areas  such  as  qual- 
y,  service,  and  store  design — although  it 
iU  can't  beat  the  No.  1  retailer  on  price, 
till,  "no  one  besides  Ulrich  has  been 
ole  to  compete  against  Wal-Mait.  That's 
apressive,"  says  Scott  M.  Mullinex,  re- 
lil  securities  analyst  with  American  Ex- 
ress  Financial  Advisors,  which  holds  a 
8%  stake  in  Dayton. 

Now,  Ulrich,  who  declined  repeated 
iterview  requests,  needs  to  bring  some 
'  that  feistiness  to  Mervyn's.  The  286- 
;ore  chain  rebounded  somewhat  last 
ear  from  a  disastrous  promotions  pro- 
ram  in  1993  as  well  as  a  stubborn  re- 
ission  in  its  important  West  Coast 


TARGET  FUELS  DAYTON 
HUDSON'S  GROWTH... 


WHILE  MERVYN'S  STRUGGLES 
TO  GET  BACK  ON  TRACK 


market.  Operating  profits,  which  fell 
37%  two  years  ago,  to  $179  million, 
climbed  part  of  the  way  back  in  1994,  to 
$206  million,  but  sales  growth  remains 
sluggish. 

Mervyn's  has  long  struggled  with  out- 
dated store  designs  and  lackluster  mer- 
chandise. In  11  Colorado  test  stores, 
Ulrich  has  added  luggage,  maternity 
wear,  petites,  and  party  shops  with  mer- 
chandise coordinated  with  children's  ap- 
parel, a  format  that  has  done  well  at 
Target.  Better  ordering  and  distribu- 
tion systems — also  transplanted  from 
Target — should  keep  Mervyn's  clothing 
more  current.  And  Mervyn's  President 
Paul  Sauser,  former 
Target  merchandising 
guru,  now  reports  di- 
rectly to  Ulrich.  But 
the  chain  is  still  far 
from  robust.  Mervyn's 
fourth-quarter  sales  in 
existing  stores  rose  a 
paltry  2%,  erasing  a 
third-quarter  decline. 
Meanwhile,  it's  facing 
increased  competition 
from  a  revitalized 
Sears  Roebuck  and 
J.  C.  Penney,  as  well 
as  from  fast-growing 
Kohl's,  a  108-store 
midprice  chain  based 
in  Wisconsin. 
URBAN  EDGE.  In  the 
long  ran,  though,  the 
supercenter  issue  at 
Target  could  be  the 
most  important  one 
facing  Ulrich.  Wal- 
Mart,  with  147 
supercenters,  plans  to 
build  100  more  this  year.  Kmart  will 
have  72  by  yeai-end.  Target  wiU  open  its 
first  two  only  this  yean  By  going  slow. 
Target  risks  ceding  more  ground  to 
Wal-Mail,  which  already  has  built  two 
centralized  food-distribution  centers.  But 
Dayton,  with  a  64%  debt-to-assets  ratio, 
compared  with  just  53%  at  Wal-Mart, 
may  be  too  heavily  leveraged  to  catch 
up.  And  following  Wal-Mart  and  Kmait 
into  grocery  supercenters  might  not 
make  sense  for  Target  after  all.  It  does 
best  in  urban  areas,  where  gi-ocery-store 
competition  is  keener  than  in  the  small 
towns  favored  by  Wal-Mart. 

Can  Ulrich  keep  all  the  Dayton  balls 
in  the  air?  Dayton's  boai'd  is  "very  com- 
fortable with  the  fine  job  he's  doing," 
says  John  R.  Walter,  a  Dayton  director 
and  chief  executive  of  R.  R.  Donnelley  & 
Sons  Co.  But  cleai'ly  there  ai'e  doubters, 
as  Dayton's  stock  price  proves.  Speed 
may  be  Ulrich's  life,  but  he  may  still 
not  be  fast  enough  to  suit  Dayton's  rest- 
less shareholders. 

By  Susan  Cliandler  in  Chicago 


'91  '92 
AMILLIONS  OF  DOLLARS 
•INCLUDES  MARSHALL  FIELD'S.  HUDSON'S,  AND  DAYTON'S 
DATA:  COMPANY  REPORTS 


U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 

College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  It  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 


U.S.  Savings  Bonds 


Tlip  Great  .\iTierican  Investment 

A  public  service  of  this  publication 


•  -5  ^ 


Uniload  Helps  Acer  Deliver  Fresh  Technology 


Acer  keeps  popping  up  in  the  news.  We're  the 
computer  giant  with  record  1994  revenues  of  $3.2  billion  and  climbing.  And  because  we've  been 
steadih'  meeting  and  surpassing  projections  for  years  now,  we're  suddenly  a  hot  topic  of  discussion 
around  tiie  world.  The  big  news  is  that  e\'er}'  day,  we  delix'er  the  newest,  freshest  PC  technology  to 
our  customers  around  the  world. 

Today's  PC  market  is  so  fast-paced  that  users  are  sometimes  buying  yesterday's  technology 
today.  That's  old  news.  Acer's  no\'el  approach  is  a  process  called  Uniload,  which  enables  us  to 
build  fresh  PCs  daily  at  50  manufacturing  sites  worldwide;  close  to  market  and  close  to  you. 


Acer  and  the  Acer  logo  are  registered  trademark',  of  Acer  Inc  All  other  brands  or  product  names  are  Irademarks  or  registered  trademarks  ot  their  respective  companies 
vl995  Acer  Inc  All  rights  reserved  Registered  under  the  law^,  of  the  United  States  of  America. 


This  revolutionaty  and  highly  original  global  approach  to  operations  and  management  is  one  of 
Acer's  keys  to  success. 

While  some  PC  companies  routinely  carry  inventory  levels  of  well  over  100  days,  Acer  inventory 
averages  less  than  half  the  industry  standard  level.  So  when  you  buy  Acer,  you're  getting  the  freshest 
technology,  not  product  that's  been  sitting  in  a  warehouse  for  months. 

Uniload  is  another  example  of  how  Acer  technolog>'  improves  your  quality  of  life.  To  our 
:ompetitors,  it's  another  challenge  to  keep  up  with  the  company  that's  setting  a  course  to  the 
:op  of  the  PC  ranks. 

AceR 

Fresh  Ideas.  New  Ways  of  Thinking. 

'0  order  an  Acer  system  or/or  a  retailer  near  you.  call  1-800-391 -ACER.  AcerXpress  FaxBack  System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 
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THE  BUSINESS  WEEK  1000 


A  BITTERSWEET  YEAR  FOR 
CORPORATE  AMERICA 

Profits  zoomed  and  productmty  soared.  So  why  didn't  marlcet  value  rocket  up? 


After  years  of  tomd  expansion.  Minneapolis-based  Best 
Buy  Co.  thought  it  was  sitting  pretty  in  1994.  Sales  of 
the  personal  computers,  vcRs,  and  refrigerators  it 
stocks  in  its  204  megastores  kept  cash  registei-s  hum- 
ming. And  a  booming  holiday  season  topped  off  Best 
Buys  strongest  yeai-  ever:  Revenues  rose  78%,  to  S4.3  billion, 
while  profits  jumped  64 '/r,  to  Sol  miUion. 

A  good  year?  Apparently  not  good  enough.  An  unim- 
pressed Wall  Street  decided  Best  Buy  wasn't  such  a  hot 
buy  after  all.  Its  market  value  has  slid  20%.  to  S917  million, 
over  the  past  year.  Investoi's  knocked  26%  off  its  stock  in  just 
one  day.  after  third-quarter  profits  fell  13%  below  expecta- 
tions. Best  Buy  got  the  liint:  Pi'esident  Brad  H.  Andei-son  has 
begun  prepaiing  for  the  economic  cool-down  that  many  inves- 
toi's predict.  He  is  trimming  plans  for  store  openings  and 


THE  TOP  15 
IX  MARKET  VALUE 


COMPANY 

PE.RCENT  1 
C.-.ANGEFSCK 

1 

GENERAL  ELECTRIC 

$93.4 

4%  j 

2 

AT&T 

81.0 

0 

3 

EXXON 

79.3 

-2 

4 

COCA-COLA 

70.2 

27 

5 

WAL-MART  STORES 

54.2 

-17 

6 

MERCK 

52.9 

30 

7 

PHILIP  MORRIS 

52.3 

7 

8 

PROCTER  &  GAMBLE 

45.6 

16 

IBM 

44.3 

44 

10 

DUPONT 

38.2 

6 

11 

MICROSOFT 

36.6 

56 

12 

JOHNSON  &  JOHNSON 

36.5 

41 

13 

MOBIL 

34.5 

10 

14 

MOTOROLA 

33.8 

19 

15 

INTEL 

33.0 

1 5 

squeezing  inventories.  "We're  seeing  a  subtle  slowdo\\Ti  in 
consumer  spending,"  he  says.  Anderson  is  also  counting  on 
Best  Buy's  new  "Concept  III"  stores,  which  featm-e  larger 
seUing  floors  and  interactive  computers  rather  than  sales- 
people, to  drive  down  costs. 

It's  a  stoiy  repeated  across  much  of  Corporate  America. 
Record  profits.  Strong  sales  gains.  And  a  cmshing,  anticlimac- 
tic  "so  what?"  fi'om  investors,  who  are  betting  that  three 
years  of  boom  times  are  drawing  to  a  close.  Despite  the  re- 
cent i-ally,  which  pushed  the  Dow  Jones  industrial  average  be- 
yond 4000,  seven  interest-rate  hikes  by  the  Federal  Resen^e 
have  given  Wall  Street  the  jittere.  The  economy  is  strong,  andKii 
years  of  restructuring  have  put  many  companies  in  their  lie 
best  shape  ever.  But  investors  are  offering  little  applause. 
Even  top  perfoiTners  such  as  DuPont  Co.,  which  boosted^ice 


THE  TOP  15 
IN  SALES 


COMPANY 

A  t£AS  AGO 

1 

GENERAL  MOTORS 

$155.0 

12%  ' 

2 

FORD  MOTOR 

128.4 

18 

3 

EXXON 

101.1 

'  1 

4 

WAL-MART  STORES 

82.5 

23  ;. 

5 

AT&T 

75.1 

8 

6 

MOBIL 

67.1 

5 

7 

IBM 

64.1 

2 

8 

GENERAL  ELECTRIC 

60.1 

8 

9 

SEARS  ROEBUCK 

53.9 

6 

10 

PHILIP  MORRIS 

53.8 

6 

11 

CHRYSLER 

52.2 

20 

12 

DUPONT 

39.3 

6 

13 

CHEVRON 

35.8 

14 

KMART 

34.0 

-7  j 

15 

TEXACO 

33.4 

-2  1 

)rotits  382%,  to  $2.7  bil- 


COMING 
IN  FOR  A 
LANDING 


How  the  best- 
managed  com- 
panies are 
preparing  for 
an  ecmmnic 
slowdown: 


ion,  or  GTE  Coip.,  which 
ncreased  income  148%, 
0  $2.5  biUion,  ended 
vith  single-digit  gains 
n  market  value. 

And  those  were  the 
tandouts.  The  merely 
jood  often  saw  their 
tocks  tumble.  Consider 
Val-Mart  Stores  Inc., 
i-hich  sank  17%,  to 
.54.2  billion.  All  told, 
Val-Mait  shed  $11  bil- 
on  in  mai'ket  value  last 
ear — the  biggest  dollar  decline  of  any  public  company.  Sure, 
he  nation's  largest  retailer  posted  sales  gains  of  23%,  to 
82.5  billion,  and  profits  rose  15%,  to  $2.7  billion.  But  investoi-s 
ave  come  to  expect  better  fi-om  Wal-Mart — and  they  fern-  it's 
ow  just  buying  growth  with  continued  stoi-e  openings. 
'UNY  GAIN.  Such  tales  illustrate  what  a  bittersweet  year  it 
;as  for  this  year's  business  week  1000,  the  annual  roster  of 
imerica's  most  valuable  companies.  The  BW  1000  ranks  the 
u'gest  public  companies  by  their  market  value  as  of  Feb.  28. 
•verall,  profits  svrelled  34% — the  biggest  gain  since  business 
'EEK  began  compiling  rankings  a  decade  ago.  Sales  rose 
%,  the  best  showing  since  1990.  But  the  market  value  of  the 
IW  1000  rose  only  5%>  to  $4.3  trillion — the  worst  gain  since 
988.  Even  that  puny  rise  is  due  to  Februarv's  rally:  In 
alendar  1994,  the  BW  lOOO's  market  value  feiro.2%. 

Rarely  have  the  market  and  corporate  results  diverged  so 
iMi'ly.  To  iindei'scorr  how  stiiii^'x-  iin'cstdrs  h:i\-c  hi'cii.  cdiisid- 


KEEP  SPENDING  ON  MACHINERY  AND  NEW 
TECHNOLOGY  In  the  long  run,  smart 
buys  of  new  technology  lead  to  big 
cost-savings,  and  more  efficient 
manufacturing  leads  to  lower  costs 
and  fatter  margins. 


DON'T  ADD  TOO  MUCH  CAPACITY  Some 
companies  particularly  bruised  in  the 
last  downturn  figure  it's  better  to 
lose  some  sales  now  rather  than  add 
capacity  that  won't  be  needed  in  a 
year  or  so. 


DON'T  FAHEN  PAYROLLS  Despite  record 
profits,  most  companies  resist  adding 
staff.  Instead,  many  outsource. 

LOOK  OVERSEAS  Expanding  overseas 
markets  means  that  U.S. -based  mul- 
tinationals are  not  entirely  at  the 
mercy  of  the  domestic  economy. 

AMASS  PLENTY  OF  CASH  Many  compa- 
nies are  hoarding  piles  of  cash. 
When  the  downturn  comes,  those 
with  the  strongest  balance  sheets 
will  feel  less  pain. 


er  the  average  correlation  between  profit  and  market-value 
gains  in  the  last  decade.  This  year,  the  BW  1000  had  to  pro- 
duce a  6.8%  profit  increase  to  win  a  1%  uptick  in  market  val- 
ue. In  the  past,  it  has  taken  only  a  0.5%  pi-ofit  gain  to  fuel 
each  1%  jump  in  market  value. 

Even  companies  with  strong  track  records  of  sustained 
earnings  gi-owth  faced  a  tough  slog  in  the  market.  General 
Electiic  Co.  retained  its  No.  1  spot  as  Ajnerica's  most  valuable 
corporation.  But  despite  profits  that  rose  41%,  to  $5.9  billion, 
on  sales  gTowth  of  8%,  to  $60.1  billion,  ge's  market  value  rose 
a  measly  4%,  due  in  part  to  piice-fLxing  accusations  at  its  in- 
dustrial diamond  unit  and  losses  at  Kidder,  Peabody  &  Co. 
Those  i^roblems  are  behind  CE  now,  but  Sheldon  Grodsky,  re- 
search chief  of  New  Jersey-based  brokerage  Grodsky  Asso- 
ciates Inc.  adds  another:  "The  market  has  doubts  about  the 
sustainability  of  ge's  growth." 

Tli.-it.  w  i-it  laivc.  is  till'  stni-v  (if  this  \-c:u-"<  WW  1000.  Oper- 


IN  PROFITS 


COMPANY 

1994  PROFITS 
'BlUIONSOf 
OOlHSSi 

PERCENT 
CHANGE  FROM  1 
1  lEAR  «G0  ' 

1 

GENERAL  ELECTRIC 

$5.9 

41% 

2 

GENERAL  MOTORS 

5.7 

129 

3 

FORD  MOTOR 

5.3 

110 

4 

EXXON 

5.1 

-3 

5 

PHILIP  MORRIS 

4.7 

32  j 

6 

AT&T 

4.7 

27  j 

7 

CHRYSLER 

3.7 

54 

8 

CITICORP 

3.4 

78 

9 

IBM 

3.0 

NM 

10 

MERCK 

3.0 

38  1 

11 

DUPONT 

2.7 

382 

12 

WAL-MART  STORES 

2.7 

15 

13 

COCA-COLA 

2,5 

17 

14 

GTE 

2.5 

148 

15 

PROCTER  &  GAMBLE 

2.4 

301 

IN  ASSETS 


COMPANY 

l«4  A^SEl? 
(BILLIONS  Of 
DOLLARS! 

PERCENT 
CHANGE  FROM 
A  lEAR  AGO  1 

1 

FANNIE  MAE 

$272.5 

26%  1 

2 

CITICORP 

250.5 

16  ''. 

3 

FORD  MOTOR 

219.4 

10 

4 

BANKAMERICA 

215.5 

15 

5 

GENERAL  ELECTRIC 

194.5 

-23 

6 

GENERAL  MOTORS 

193,9 

7 

7 
8 

SALOMON 
NATIONSBANK 

173.0 
169.6 

-5 
8 

9 

CHEMICAL  BANKING 

169.3 

13 

10 

MERRILL  LYNCH 

163.7 

7 

11 

J.P.  MORGAN 

154.9 

16 

12 

LEHMAN  BROS.  HOLDINGS 

121.2 

NA 

13 

CHASE  MANHATTAN 

117.1 

16 

14 

MORGAN  STANLEY  GROUP 

116.0 

18 

15 

TRAVELERS 

115.3 

14 

Miiiiiiii 
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PAPER  BOOMS.  BUT... 

A  surge  in  demand 
and  limited  capacity 
have  brouglit  sharp 
price  increases,  but 
papermakers  such 
as  Weyerhaeuser  are 
still  unwilling  to  add 
capacity.  They  are 
doing  what  they  can 
to  squeeze  more 
production  from  the 
plants  they  have 


ating  results  show  Corporate  America  is  in  great  shape  after 
yeai-s  of  cost-cutting.  Inflation,  at  2.8%,  remains  low.  Manufac- 
turing productivity  has  soared  4.9%  annually  since  1993,  while 
nonfaiTn  productivity  overall  rose  2.3%.  With  wages  in  check, 
U.  S.  productivity  far  outstrips  that  of  competing  industrialized 
nations.  And  many  in  Corporate  America  say  reports  of  the 
economy's  imminent  slowdown  are  greatly  exaggerated. 
"There's  plenty  of  steam  left  in  this  recovery,"  predicts  David 
N.  McCammon,  Ford  Motor  Co.  vice-president  of  finance. 

Yet  the  near-stagnant  market  valuations  reflect  quite  a 
different  prediction.  Wall  Street  believes  the  economy's  much- 
anticipated  "soft  landing"  is  nigh.  Lehman  Brothers  Inc.  chief 
economist  Allen  L.  Sinai  blames  the  Federal  Resei-ve:  "Valu- 
ations were  very  poor  for  a  simple  rea- 
son: the  ahistorical,  unprecedented  dou- 
bling of  interest  rates  by  the  Fed."  For 
that  matter,  he  finds  it  remarkable  that 
shares  climbed  at  all  in  the  face  of  the 
rate  hikes:  "It's  testimony  to  the  under- 
lying health  of  the  companies." 
BLESSED  FEW.  Indeed,  as  the  Fed  tries 
to  slow  the  economy  from  last  year's 
4%  chp  to  a  more  sustainable  2.5%,  for- 
ward-looking investors  have  become 
much  pickier.  Market  value,  after  all, 
measures  more  than  past  perfomiance; 
it's  a  collective  assessment  of  how  well  a 
company  is  likely  to  do  in  the  future. 
And  signs  of  a  slowdown  are  mounting. 
Car  inventories  have  built  up,  prompting 
both  Ford  and  Chrysler  Corp.  to  an- 
nounce the  temporaiy  idling  of  manufac- 
turing plants,  as  well  as  big  rebates. 
Growth  in  construction,  home  purchases, 
and  retail  spending  have  all  weakened. 

Investors  today  are  clearly  favoring 
only  those  companies  likely  to  continue 
growing  even  if  the  overall  economy 
slows.  That's  the  case  for  a  blessed 
handful  of  companies,  for  which  1994 
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THE  TOP  MARKET-VALUE 
WINNERS 


COMPANY 

MARKET 
VALUE 

DIFFERENCE  FROM 
USIyEAR 

MILLIONS  OF  DOLLARS 

COCA-COLA 

$70,176 

$14,872 

IBM 

44,261 

13,520 

MICROSOFT 

36,603 

13,173 

VIACOM 

15,953 

12,526 

MERCK 

52.877 

12,280 

JOHNSONS.  JOHNSON 

36,490 

10,691 

BERKSHIRE  HATHAWAY 

26,240 

8,040 

PFIZER 

26,127 

7,513 

HEWLETT-PACKARD 

29,325 

6,405 

PROCTER  &  GAMBLE 

45,619 

6,347 

ABBOTT  LABORATORIES 

28,680 

5,997 

MOTOROLA 

33,810 

5,358 

AMERICAN  INTL.  GROUP  32,792 

4,920 

INTEL 

33,048 

4,311 

ORACLE  SYSTEMS 

13,482 

3,911 

DATA  STANDARD  i  POOR  S  COMPUSTAT,  BUSINESS  WEEK 
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wasn't  a  topsy-turvy  year  at  all.  Most  were  in  the  technolo^  WD 
sector,  where  demand  for  semiconductors,  computers,  ar  lie 
related  equipment  shows  no  signs  of  letting  up.  Hewletims 
Packard,  Intel — and  even  IBM — saw  big  gains  in  sales  (  to; 
profits  rewai'ded  with  nan-ups  in  market  value.  But  Microso  D 
Corp.  was  the  star  The  smash  software  hit  Microsoft  Offidy 
helped  fuel  a  26%'  rise  in  earnings,  to  $1.3  billion,  on  a  28 
sales  gain,  to  $5.3  billion.  With  PC  sales  still  booming — ar 
Microsoft  providing  a  gi-owing  share  of  the  software  inside-f 
the  company  isn't  bracing  for  any  kind  of  landing  at  all. 

Indeed,  with  its  long-awaited  Windows  9.5  operating  syste , 
due  out  in  August,  Microsoft  should  see  similar  sales  grow  \m 
in  fiscal  1996,  which  starts  in  July — and  it  plans  to  booilaiiv 
R&D  and  mai'keting  even  faster  than  re  itai  s 
enues.  "We're  big  spenders,"  says  IViaca 
chael  W.  Browm,  vice-president  for  ities 
nance.  "Even  if  there's  a  slowdoweJlS 
those  investments  will  continue."  W;  enc 
Street  cleai-ly  approves:  Microsoft's  m£  ili  cji 
ket  value  soared  56%,  to  $36.6  billion,  i 

Elsewhere,  Wall  Street  keeps  raisiiFcrd 
the  bar  of  what  marks  a  good  year,  ai  s  J, 
the  best  managers — many  of  whom  a  it?  j 
now  partially  compensated  according  icasl 
stock  perfoiTnance — ai'e  looldng  for  waror.,"! 
to  cope.  Many  have  begun  to  batt' 
down  the  hatches,  whether  it's  for  a  si 
landing  of  moderate  gi'owth,  or  the  ha 
landing  of  recession. 

How  are  the  best-managed  compani  tle^jj 
preparing  for  a  slowdown?  For  starte  iKnu' 
they're  refusing  to  get  complacent.  Ma  ■  y-aK 
continue  to  invest  in  technology  tl  's  ij, 
keeps  productivity  improving.  A  flu  r  , 
Merck  &  Co.  saw  its  market  value  scitr;  ; 
30%,  lai'gely  thanks  to  better  distributi  ici-sf 
of  its  drugs  via  its  new  Medco  subsi  ij, 
ary,  and  subsiding  fears  of  health-cj  t  '. 
reform.  But  the  dnagmaker  knows  tli, 
market  pressures   will   continue  lorjui 


asl 
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ueeze  prices.  "The  pricing  environ- 
;nt  is  quite  intense,"  says  chief  finan- 
.1  officer  Judy  C.  Lewent.  So  it  is  in- 
sting  in  technology  to  lower  costs, 
jrck  is  adopting  "flexible  manufactur- 
f  which  wnll  allow  it  to  make  more 
in  one  product  per  line.  Along  with 
ler  productivity  measures — such  as 
proving  supply-chain  management  and 
3  transfer  of  technology  between  re- 
ireh  and  manufacturing — Merck  ex- 
cts  to  save  $250  million  by  1997. 
For  many  cyclical  industries,  though, 
tting  shipshape  means  tightening  the 

on  spending.  At  Clark  Equipment 
.,  a  South  Bend  (Ind.)  heavy-equip- 
!nt  maker  that's  spent  years  stream- 
ing, senior  vice-president  Frank  Sims 
/s  it's  being  cautious  about  adding 
ployees  or  capacity  despite  explosive 
)4  results:  Earnings  grew  114%,  to 
J.8  miUion,  on  sales  of  $947  million, 

37%.  Instead,  it  is  outsourcing  pro- 
ition  now  that  can  be  brought  back 
house  when  the  boom  passes.  "We 
7e  probably  been  willing  to  lose  some 
3S  at  the  peak  in  order  to  reduce  the 
plitude  of  the  cycle,"  he  says.  "What  things  will  look  like  in 

downturn  is  much  more  a  part  of  our  thought  process." 
^DING  CASH.  Weyerhaeuser  Co.  is  also  loath  to  add  capac- 

though  the  paper  industry  is  in  the  midst  of  its  biggest 
im  since  1988.  A  surge  in  demand  and  limited  capacity  has 

to  steep  increases  in  prices.  A  metric  ton  of  pulp  that  cost 

0  in  Januaiy  1994  fetches  about  $825  today.  But  the  com- 
y  announced  only  one  new  paper-plant  expansion  in  1994 — 
n  though  CEO  John  W.  Creighton  Jr.  expects  the  up  cycle 
ast  until  1997.  Instead,  he's  improving  the  yield  his  plants 

from  each  log,  and  streamlining  production  to  squeeze 
-e  out  of  current  plants.  Creighton's  goal  is  to  improve  op- 
ting income,  which  was  $1.2  billion  in  1994,  by  more  than 
lird  to  provide  more  cushion  for  the  next  downturn, 
/lany  are  hoarding  cash  so  they  won't  have  to  slash  r&d  or 
ital  spending  when  times  get  tough.  Chiysler  has  a  $7.6 
on  cash  pile,  while  Ford's  kitty  of  cash  and  marketable  se- 
i  ities  hit  a  stun- 
?  $12.1  billion  at 
end  of  1994. 
h  can  evaporate 

1  slump,  though, 
Ford  CEO  Alex- 
er  J.  Trotman 
its  more.  "Ex- 
i  cash  is  an  oxy- 
■on,"  he  says, 
till,  not  all  of 
:  cash  will  be 
3d  for  a  rainy 

Although  the 
ble-digit  spend- 
boom  of  the  last 
years  is  over, 
tal  investment, 
by  the  auto 
;ers  and  the 
puter  industry, 
till  expected  to 
V  7%  this  year. 
3,  for  example, 
oving  fuli-steam 


THE  TOP  MARKET-VALUE 
LOSERS 


MARKET 
VALUE 


DIFFERENCE  FROM 
WST  YEAR 


MILLIONS  OF  OOLIARS 


WAL-MART  STORES 

$54,202 

-$11,026 

PACIFIC  TELESIS  GROUP  12,722 

-10,335 

GENERAL  MOTORS 

32,124 

-9,822 

CHRYSLER 

15,401 

-4,762 

FORD  MOTOR 

26,595 

-4,405 

J.C.  PENNEY 

9,733 

-3,193 

TOYS  'R'  US 

7,737 

-2,831 

NEXTEL  COMMUNICATIONS  1,250 

-2,612 

ENTERGY 

5,088 

-2,567 

SPRINT 

10,194 

-2,512 

PACIFIC  GAS  &  ELECTRIC 

11,025 

-2,486 

SOUTHWEST  AIRLINES 

2,525 

-2,347 

BANC  ONE 

1,612 

-2,173 

UAL 

1,179 

-2,126 

TIMES  MIRROR 

2,379 

-2,042 

DATA  STANDARD  &  POOR'S  COMPUSTAT,  BUSINESS  WEEK 


in  its  push  to  overtake  General  Motors 
Co.  as  the  biggest  auto  maker.  Ford  will 
spend  upwards  of  $20  billion  on  increased 
capacity  and  new  models  by  the  decade's 
end.  "This  cycle  will  last  through  1998," 
predicts  finance  chief  McCammon.  It's  a 
risky  move,  especially  considering  the 
Big  Thi'ee's  poor  track  record  foresee- 
ing economic  downturn.  "They  are  clear- 
ly placing  one  hell  of  a  bet,"  says  man- 
agement consultant  Michael  Tr-eacy, 
author  of  TJie  Discipline  of  Market  Lead- 
ers. That's  one  reason  why  Wall  Street 
put  the  brakes  on  Ford's  market  value, 
which  fell  14%  last  year  even  as  profits 
more  than  doubled  to  $5.3  billion. 

Many  companies  are  also  expanding 
aggressively  abroad,  well  aware  that  for- 
eign sales  can  mean  the  difference  be- 
tween salvation  and  slump  if  U.  S.  mar- 
kets slow.  And  for  companies  with  big 
overseas  operations  already,  the  plum- 
meting dollar  is  good  news:  Their  goods 
wall  be  comparatively  cheapei',  and  repa- 
triated profits  will  be  higher. 

International  muscle  is  the  key  rea- 
son the  fortunes  of  Coca-Cola  Co.  now 
appear  so  much  better  than  those  of  rival  PepsiCo  Inc. 
With  68%>  of  its  sales  already  garnered  abroad.  Coke  is  in- 
tensifying its  inteniational  push.  It  has  strengthened  market- 
ing in  much  of  Western  Europe  and  is  spending  heavily  to 
build  bottling  capacity  in  once-closed  mai'kets  in  Eastern  Eu- 
rope, China,  India,  and  Russia.  In  Eastern  Europe  alone. 
Coke  has  spent  $1.5  billion  since  1991.  It's  gone  ft-om  having 
virtually  no  presence  in  Eastern  Europe  to  being  market 
leader,  decimating  rival  Pepsi-Cola  along  the  way.  Mean- 
while, PepsiCo's  stock  has  been  depressed  by  troubles  in  its 
U.  S.  restaurant  business.  Such  distractions  allow  Coke  to 
pull  farther  ahead.  "There's  no  way  they  can  catch  us" 
overseas,  crows  Coke  ceo  Roberto  C.  Goizueta.  "A  hundred 
billion  dollars  will  not  build  [Pepsi]  the  infrastructure  the 
Coca-Cola  Co.  has  today." 

Goizueta's  bluster  reflects  a  veiy  good  year.  Coke's  interna- 
tional sales  shot  up  18%  in  1994,  while  U.  S.  sales  increased 


COLA  WARS 

More  international 
muscle  is  the  key 
reason  the  fortunes 
of  Coca-Cola  appear 
to  be  so  much 
brighter  than  those 
of  rival  PepsiCo.  In 
Eastern  Europe 
alone,  Coke  has 
spent  $1.5  billion 
since  1991 
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15%.  That  fueled  a 
17%  rise  in  profits, 
to  S2.6  billion,  on 
revenues  up  16%,  to 
S16.2  billion.  With 
Coke's  strength 
abroad  likely  to  buf- 
fer any  U.  S.  slow- 
down, its  market 
value  soared  27%, 
to  870.2  billion. 
Overall,  Coke's  mar- 
ket value  grew 
S14.9  billion— the 
biggest  gain  of  the 
BW  1000. 

Still,  not  every- 
one is  looking  so  fai' 
afield  for  new  mar- 
kets: many  compa- 
nies are  fighting  for 
position  in  promis- 
ing new  sectoi"s  being  created  by  technology-  at  home.  No- 
where is  that  more  time  than  in  telecommunications,  where 
eveiyone  fi-om  traditional  phone  companies  to  cable-rv  prond- 
ers  to  Holly\vood  moguls  ai-e  scrambhng  for  position.  Uncer- 
tainty over  the  eventual  winners,  not  to  mention  the  huge 
risks  of  entering  new  markets,  has  kept  stock  prices  for  the 
entu'e  sector  under  pi-essure.  After  Bell  Atlantic  Coip.'s  pro- 
posed merger  with  cable  giant  Tele-Communications  Inc.  was 
scuttled,  for  example,  much  of  the  hype  over  its  stock  fizzled, 
sending  market  value  down  2%,  to  823.4  billion. 

But  Bell  Atlantic  is  hardly  licking  its  wounds.  It's  put  its 
core  local-telephone  business  on  a  diet  of  cost-cutting:  9%  of 


AUTOSLOWDOWN 

Both  Ford  and 
Chrysler  have 
recently  announced 
fattened  rebates 
and  the  idling  of 
manufacturing 
.  ilants  as  car  sales 
slow  and  inventories 
build  up 


its  60,000  employees  will  be  laid  off  by  1997.  And  it's  also 
pushing  hai'd  to  btiild  new  businesses,  such  as  its  booming  81 
billion  cellular  services  unit.  Bell  Atlantic  plans  to  invest 
huge  sums — some  82.2  billion  annually  through  1999 — on  up- 
gi'ading  its  telephone  network  with  new  digital  switches  and 
adding  facilities  for  interactive  video  and  wireless  communi- 
cations senices.  "We're  still  seeing  [cellulai']  gi'owth  rates  on 
the  fai-  north  side  of  50%,"  says  CFO  William  0.  Albertini.  As 
a  new  generation  of  personal-communications  ser\ice  evolvesfci 
in  the  coming  yeai-s,  "You'll  see  the  same  [growth]  occui"." 

For  now,  however,  such  new"  sectors  offer  far  lai'ger  potential 
than  profits.  Most  of  Coiporate  .\merica  wiU  have  to  settle  forlgr. 
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...AND,  IN  THE  BANTAMWEIGHT  DIVISION ... 
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What  in  the  world  is  Broderbund 
Softwai-e  Inc.?  Thanks  to  its  hit 
games — especially  \Miere  in  the 
World  is  Camien  Sandiego? — a  grow- 
ing number  of  people  know  the  answer 
to  that  question.  And  if  shaip-eyed  in- 
vestors are  right,  the  15  other  compa- 
nies on  the  next  page  may  likewise  be- 
come a  lot  less  obscure.  They  ai*e  the 
Little  Giants  of  the  business  w'eek 
1000 — public  companies  with  sales  of 
less  than  8150  million  but  with  market 
values  hefty  enough  to  join  the  roster 
of  America's  most  valuable  companies. 

Broderbund,  based  in  Novato,  CaUf., 
is  one  of  the  most  adept  playei-s  in  one 
of  the  hottest  mai-kets  now  going:  educa- 
tional and  entertainment  software.  Car- 
men Sandiego,  which  teaches  kids  geog- 
raphy thi'ough  the  caitoon  adventures  of 
an  international  thief,  is  so  populai-  that 
both  Fox  Broadcasting  and  pes.  have 
created  television  shows  based  on  it. 
And  Broderbund's  interactive  fantasy 
Myst  has  become  the  best-seUing  cd-rom 


game  in  America. 
Such  hits  helped  pro- 
pel Broderbund's  mar- 
ket value  up  164%,  to 
81  bUlion  in  the  yeai-  ' 
ended  Feb.  28,  despitt  -:^/,/ 
last  May's  collapse  of 
a  planned  merger 
with  Electronic  Aits 
Inc. 

WILD  RIDE.  With  a 
host  of  new  titles 
due  this  fall — includ- 
ing a  Dr.  Seuss  "liv- 
ing book"  being  pro- 
duced in  a  joint 
venture  with  Random 
House  Inc. — analysts 
expect  even  more. 

"This  little  softwai'e  company  has  a  huge 
following  because  it  has  a  ver\'  consis- 
tent track  record  of  developing  superb 
games,"  says  Da\id  T.  Faiina,  an  analyst 
at  William  Blaii-  &  Co.  He  predicts  earn- 
ings wiU  rise  95%,  to  836.5  million  by 


the  end  of  fiscal  19j;^'i 
sales  gi'owth  of  76' 
SI 95  million. 

Another  Little  G 
(  entocor  Inc.,  is  a  inj, 
hii'd  in  the  biotechlei 
'lustrA"  It  has  real 
acts  that  ai'e  on  oi 
to  coming  to  mai'k  ■> 
The  Malvem  (Pa.) 
pany  is  faiing  bett 
than  most  rivals  t.  k' 
to  recent  Food  & 
Administration 
proval  of  its  Re 
drug  for  heart  j 
tients,  which  it 
leased  last  moni 
Panorex  cancer 
is  now  selling  in  Gennany  and  U.S 
ing  is  underway.  Analysts  also  cre( 
restructming  in  1992.  after  the  FDj  ^^.^ 
jected  a  key  ditig.  Few  thought  th 
company  would  simive,  but  new  r 
agement  refocused  on  manufacturi)  \ 
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ibout  10%  profit  gi-owth  in  1995, 
)redicts  economist  Sinai.  While 
ilightly  above  average  by  his- 
oiic  standards,  that's  fai'  from 
he  26%'  companies  have  aver- 
iged  since  1992 — and  whether 
t  wall  be  enough  to  satisfy  in- 
'estors  remains  to  be  seen. 

Yet  even  as  coi-porate  titans 
omplain  that  strong  operating 
esults  warrant  better  treat- 
ment by  the  market,  Sinai  says 
;w  are  sharing  the  wealth  with 
hareholders  by  raising  divi- 
ends.  Average  dividend  yields 
3r  the  BW  1000  remain  low, 
nd  the  average  return — the 
tock  price  plus  the  dividend, 
ivided  by  the  previous  year's 
rice — was  just  8%  last  year, 
'he  average  return  for  the  BW 
000  for  the  prior  eight  years 
as  been  22%.  Having  cut  divi- 
ends  during  the  recession, 
lany  are  reluctant  to  raise 
lem.  Instead,  they  favor  stock 
jpurchases  to  boost  share  pric- 
5.  "If  CEOs  are  concerned 
Dout  the  dichotomy  between 
refits  and  valuation,"  says  Si- 
li,  "one  way  [to  close  the  gap] 

a  dividend  increase  in  cash-iich  Corporate  America." 
If  that's  not  an  option,  more  might  consider  borrowang  a 
ige  from  Hollywood,  where  companies  looking  to  pump 
leii'  shai'es  have  raised  the  traditional  couiting  of  institution- 
investor's  and  equities  analysts  to  a  high  art.  Viacom  Inc.  is 
iing  particularly  aggi'essive.  It  needs  to  get  its  stock  piice 


THE  UNDERVALUED  15 

Cmnpanies  with  tfw  lowest  ratio  of  market  value 
to  book  value  compared  uith  other  companies  in  their 
industries,  ranked  by  value  index 


COMPANY 

MARKET  VALUE 
1995 

MARKET  VALUE 
AS  %  Of  BOOK 

VALUE 
INDEX 

FHP  INTERNATIONAL 

$1,073 

95 

69.3 

ALBERTO-CULVER 

781 

234 

57.4 

TELEPHONE  &  OATA  SYSTEMS 

2,476 

171 

51.9 

IBP 

1,506 

193 

51.8 

MUVHnULU  IVIIUfxU  ULVIbtO 

10/ 

01. 0 

HANNAFORD  BROTHERS 

1,076 

244 

51.4 

FISERV 

1,028 

303 

50.7 

COMPUTER  SCIENCES 

2,702 

312 

49.1 

REVCO  D.S. 

1,222 

168 

41.7 

AMERICAN  GREETINGS 

2  185 

192 

41  0 

SHARED  MEDICAL  SYSTEMS 

789 

369 

40.0 

XTRA 

852 

258 

38.2 

HEALTH  &  RETIREMENT 

832 

135 

38.0 

MEDIA  GENERAL 

828 

248 

36.4 

ALLERGAN 

1,838 

305 

35.8 

"Into  IS  Itie  petcentage  by  which  a  company's  markel-lo-Pook  latio  is  below  it's  industry's  average, 
companies  must  also  have  had  three  straight  years  ol  improving  earnings, 
DATA  COMPILED  BY  STANDARD  4  POOR'S  COMPUSTAT  FROIvl  SUCH  SOURCES  AS  STATISTICAL  SERVICES, 
NEWSPAPERS,  REGISTRATION  STATEMENTS,  AND  COMPANY  REPORTS  THAT  SPC  BELIEVES  TO  BE  RELIABLE 
BUT  THAT  ARE  NOT  GUARANTEED  BY  EITHER  SPC  OR  BUSmiSS  WEEK  AS  TO  CORRECTNESS  OR  COMPLETE- 
NESS THIS  MATERIAL  IS  NOT  AN  OFFER  TO  BUY  OR  SELL  ANY  SECURITY 


up  to  48- — and  keep  it  there — 
under  the  conditions  of  its  com- 
plicated acquisition  of  Para- 
mount Communications  and 
Blockbuster  Entertainment.  But 
despite  str-ong  cash  flow  and  a 
huge  windfall  fr'om  the  success 
of  the  movie  Forrest  Gump, 
Viacom's  difficulties  in  selling 
its  cable  business  knocked  the 
stock  to  around  45.  So  in  late 
February,  the  company  invited 
key  institutional  shai-eholdei's 
and  analysts  to  a  thr-ee-day,  all- 
expenses-paid  meeting  at  the 
tony  Four  Seasons  Santa  Bai'- 
bara  Biltmore  Hotel  in  South- 
ern California. 

The  gambit  appar-ently  paid 
off.  The  stock  soon  climbed  to 
near  the  cr-ucial  48.  If  Viacom 
can  keep  it  ther-e — and  boost  it 
to  52  by  simimer  as  promised — 
the  company  is  in  the  clear-.  But 
if  it  falls  short,  Viacom  will 
have  to  issue  new  shares  worth 
hundr-eds  of  miUions.  "We  don't 
anticipate  issuing  any  shar-es," 
says  CFO  George  S.  Smith  Jr. 

Maybe  not.  But  wringing  four- 
more  points  out  of  investors 
could  be  tough.  As  even  companies  turning  in  stellar  perfor- 
mances ar-e  discover-ing,  the  mar-ket  is  a  lot  like  Forrest 
Gump's  box  of  chocolates  these  days:  You  never-  know  just 
what  you're  going  to  get. 

By  Elizabeth  Lesly  in  New  York,  vnth  Joseph  Weber  in 
Philadelphia,  James  B.  Treece  in  Detroit,  and  bureau  reports 


nd  far-med  out  sales  and  mar-ket- 
311  Lilly  &  Co.  and  Wellcome  PLC. 
II  •  now  says  it  hopes  to  be  pr-ofit- 
is  year,  although  most  analysts 
996  is  a  more  likely  bet.  cs  First 
Corp.  analyst  Jeffrey  R.  Swarz 
venues  could  soar  169%,  to  $181 
by  1997. 

JTS.  Not  all  Little  Giants  are 
ch  wizards.  Credit  Acceptance 
a  Southfield,  Mich.,  has  discov- 
lucrative  low-end  niche  financing 
r  pur-chases  for  high-r-isk  buyer-s 
to  get  credit.  Credit  Acceptance 

interest  rates  well  above  the 
nd  acts  as  its  own  collection 

And  it  has  a  unique  relationship 
•alers:  They  pay  up-front  fees  to 

Credit  Acceptance  network, 
ceive  stock  options  based  on  the 
■  of  buyers  they  refer  to  the 
y.  It  adds  up  to  supercharged 
-$20.6  million  net  on  $54  million 

revenues.  With  Credit  Accep- 
ipidly  expanding  its  dealer  net- 
nalyst  Michael  G.  Milunovich  of 
W.  Baird  &  Co,  sees  ear-nings 
y  to  $42  milUon  in  1996. 
t  fr-y  make  it  to  this  list  because 


THE  LITTLE  GIANTS 

Companies  with  high  market  values 
and  sales  below  $150  million* 


COMPANY 

MARKET  VALUE      1991  SALES 
(MILLIONS  OF  DOLLARS) 

NEXTEL  COMMUNICATIONS 

$1,250 

$89 

TRITON  ENERGY 

1,109 

32" 

CENTOCOR 

1,088 

67 

BRODERBUND  SOFTWARE 

1,022 

132 

GENETICS  INSTITUTE 

956 

131 

FORE  SYSTEMS 

944 

58 

WESCO  FINANCIAL 

897 

98 

CASCADE  COMMUNICATIONS 

880 

50 

PEOPLESOFT 

832 

113 

PYXIS 

813 

142 

BOSTON  CHICKEN 

805 

96 

MOBILE  TELECOMMS.  TECHS. 

795 

148 

CREDIT  ACCEPTANCE 

793 

54 

ROBERTS  PHARMACEUTICAL 

748 

111 

INTERNATIONAL  CABLETEL 

724 

13 

ALLIANCE  SEMICONDUCTOR 

717 

95 

•Excludes  real  estate  investment  trusts 

DATA.  STANDARDS,  POOR'S 


**  Seven  rnontlis  ol  sales 

COMPUSTAT 


the  market  expects  great  things  of 
them.  But  the  mar-ket  is  sometimes  dis- 
appointed. A  case  in  point:  the  wild  ride 
taken  by  shar-eholders  of  Nextel  Com- 
munications Inc.,  which  has  topped  the 
list  of  Little  Giants  for  thr-ee  years  r-un- 
ning.  Nextel  first  won  investors'  favor 
in  1992  with  ambitious  plans  to  build  a 
nationwide  cellular  phone  system.  Nex- 
tel's  mar-ket  value  on  the  1993  BW 
1000:  $1.4  bilhon.  The  following  year- 
after-  MCI  Communications  Cor-p.  agreed 
to  buy  17%  of  Nextel — its  mar-ket  value 
tripled,  to  $3.9  billion.  But  when  techni- 
cal problems  and  poor  voice  quality  led 
MCI  to  back  out  last  August,  investors 
bailed  as  well.  Though  many  think  Nex- 
tel will  eventually  succeed,  its  market 
value  plunged  68%  in  the  12  months 
ended  Feb.  28,  to  $1.3  bilhon. 

Nextel  is  not  alone.  Of  this  year's 
roster  of  16  companies,  6  lost  money  in 
1994.  And  2  of  last  year-'s  Little  Giants 
fell  off  the  BW  1000  altogether.  On  the 
other  hand,  7  vaulted  past  the  $150  mil- 
lion sales  threshold.  Proof,  if  ever-  it 
was  needed,  that  high  rewards  and  high 
r-isk  go  hand  in  hand. 

By  Lori  Bongiorno  in  New  York 
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LAURELS  FOR 
LONG-DISTANCE  RUNNERS 

A  worried  Wall  Street  is  rewarding  companies  that  can  keep  growing  in  a  slowdo\\Ti 


For  much  of  Coi-porate  America,  19&4  will  go  down  as  a 
veiy  good  yeai-  indeed.  As  booming  demand  combined 
with  the  effects  of  years  of  earlier  dowTisizing.  1994 
offered  up  the  strongest  entrj'  yet  in  the  four-year  up- 
turn coui*sing  through  the  U.  S.  economy.  Although  the  Fed- 
eral Resen"e  Board  has  doubled  U.  S.  short-term  interest 
rates,  to  6"^,  over  the  past  12  months,  gtx)ss  domestic  product 
continued  to  barrel  ahead  by  4.6%  in  the  fourth  quarter — well 
above  the  3.3%  gi'owth  seen  at  the  stait  of  the  year.  And  as 
the  combined  profits  of  the  BUSCvESS  wtek  1000  rose  34%  last 
yeai",  to  -3274  billion,  on  sales  up  a  healthy  9'~^.  to  .§4.5  tiiUion. 

AVERAGES 


COMPOSITES 


SHARES  OUTSTANDING 

1994  EARNINGS  PER  SHARE 

52.03 

YEAR  AGO 

1993  EARNINGS  PER  SHARE 

i2.26 

TURNOVER 

1995  EARNINGS  ESTIMATE 

£2.68 

YEAR  AGO 

VARIATION 

YIELD 

2.19% 

HELD  BY  INSTITUTIONS 

YEAR  AGO 

2.13% 

YEAR  AGO 

PRICE 

$58 

PAYOUT 

4C% 

YEAR  AGO 

YEAR  AGO 

PRICE-TO-BOOK 

PRICE-EARNINGS  RATIO 

2C 

YEAR  AGO 

317% 

YEAR  AGO 

22 

proof  of  continued  cor- 
porate health  was 
abundant. 

But  Wall  Street  took 
little  time  to  celebrate 
the  good  news.  With 
gi'oss  domestic  product 
finally  starting  to 
slow — it's  Ukelv  to  hit 
2.5%  to  3%  in  199o's 
first  quarter — and  per- 
haps one  more  rate 
hike  likely,  investors 
are  wonied  about  what 
hes  ahead.  As  Fed  at- 
tempts to  bring  the 
soaring  economy  in  for 
a  soft  landing  finally 
\ield  results,  corporate 
profit  growth  is  sure  to 
slow. 

The  pages  that  follow  offer  an  in-depth  look  at  what  ti 
could  mean  for  America's  most  valuable  companies.  The  BU 
NESS  WEEK  1000,  which  ranks  companies  by  mai'ket  value, 
more  than  a  measure  of  how  Coiporate  America  has  far 
over  the  past  year.  Because  mai'ket  value  reflects  a  collecti 
judgment  about  a  company's  prospects,  it's  a  prediction. 

There  are  manv  other  measui-es  in  the  BW  1000,  too. 


MARKET  VALUE  (BILLIONS) 

CHANGE  FROM  A  YEAR  AGO 

-5' 

RETURN  ON  COMMON  EQUITY 

15. A' 

YEAR  AGO 

12.8' 

RETURN  ON  INVESTED  CAPITAL 

11- 

YEAR  AGO 

S.3' 

SALES  (BILLIONS) 

$4.4S 

CHANGE  FROM  1993 

-9 

PROFITS  (BILLIONS) 

S27 

CHANGE  FROM  1993 

-34 

ASSETS  'BILLIONS) 

$10.1'' 

CHANGE  FROM  1993 

-3 

1934  PROFIT  MARGINS 

6.1 

1993  PROFIT  MARGINS 


4. 


WHAT'S  BEST  IS  NEVER  UNDERSTOOD  BEFORE  IT  HAPPENS 
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rested  in  sales,  profits,  and  asset  performance  over  the 
iSt  year?  They're  all  here.  And  if  it's  investments  you're 
outing  for,  the  right-hand  pages  provide  details  of  divi- 
■nds,  yield,  payout,  and  total  return.  There  are  also  con- 
nsus  estimates  by  analysts  for  1995  earnings. 
Stand  back  from  the  individual  statistics,  and  the  up- 
avals  and  transformations  on  the  BW  1000  provide  a 
mpse  of  the  outlook  for  specific  industries  and  a  sweeping 
rtrait  of  the  changing  U.  S.  economy  as  a  whole.  The  auto 
ikers,  for  e.xample,  turned  in  their  strongest  year  even 
;   General  Motors 
)rp.,   profits  more 
an  doubled  to  $5.7 
Hon  on  sales  that 
ie  12%,  to  $155  bil- 
n.  U.  S.  auto  makers 
2   predicting  that 
)5  vdll  be  at  least  as 
•ong.    But  recent 
;ns  of  slowing  car 
es  have  bolstered 
ill  Street's  view  ihat 
i  Big  Three  can't 
ip  it  up.  The  result: 
's    market  value 
immeted   23%,  to 
l.l  billion,  as  it  slid 
m  No.  7  to  No.  18. 
rd  Motor  Co.,  mean- 
ile,  fell  from  No.  14 
No.  27;  Chrysler 
rp.  dropped  from 
.  35  to  No.  52. 
;i  JUMP.  Who  is  fly- 
■  high?  Continued 
ninance  of  the  soft- 
re  industry  helped 
;rosoft  Corp.  shoot 
the   list  to  the 
.11     spot  from 
.27  as  its  market 
ue  soared  56%,  to 
.6  billion.  IBM's  re- 
n  to  the  black — it 
g  up  $3  billion  in 
•4       profits — was 
idsomely  rewarded, 
.  Big  Blue's  market 
ae  leaped  44%,  to 
.3  billion,  one  of  the 
gest  gains  of  the 
r.  And  Johnson  & 
nson  advanced  to 
12  from  No.  23  as 
market  value 
ibed  41%,  to  $36.5 
on.  The  company  is 
ng  a  wave  of  win- 
l  products  such  as 
new  Risperdal 
zophi-enia  drug  and 
Acuvue  disposable 
.act  lenses, 
'nce-tiny  biotech 
ipany  Amgen  Inc. 
I  scooted  up,  to 


Looking  At 
The  Record 

Like  the  dynamic  economy 
they  reflect,  the  fortunes 
of  the  Business  Week  1000 
are  everchanging.  Here's  a 
quick  way  to  gauge  how 
growth,  renewal,  and  decline 
have  reshaped  the  corporate 
landscape  over  the  last 
12  months. 

WHO  CAME  ON 
THE  LIST... 

Industries  with  the  most  newcomers 
on  the  list  this  year 

INDUSTRY  NO 


COMPUTER  SOFTWARE  &  SERVICES 

SEMICONDUCTORS 

COAL,  OIL  &  GAS 

FINANCIAL  SERVICES 

GENERAL  MANUFACTURING 

SPECIAL  MACHINERY 

OTHER  METALS 

DISCOUNT  &  FASHION  RETAILING 

OTHER  SERVICES 

STEEL 

TRANSPORTATION  SERVICES 


...AND  WHO  FELL  OFF 

Industries  with  the  most  companies 


No.  93  from  No.  163.  Amgen's  market  value  grew  64%,  to 
$9.2  billion.  Although  earnings  fell  15%,  to  $320  million,  dou- 
ble-digit sales  gi'owth  of  its  two  blockbuster  dmgs,  Epogen 
and  Neupogen,  have  fed  strong  cash  flow — and  even  stronger 
takeover  speculation. 

Some  of  the  biggest  leaps  in  rank  occurred  well  down  the 
list.  The  biggest  gainer  in  this  year's  rankings  was  LSI  Logic 
Corp.  The  custom  chipmaker  went  fi'om  No.  823  to  No.  319  as 
its  market  value  gi-ew  227%,  to  $3.1  billion.  Two  years  into  a 
restructuring  that  has  slashed  its  dependence  on  the  crowd- 
ed PC  market,  LSI  is 

WINNERS... 

The  market  value  of  these  industry 
groups  grew  the  most  from  last  year 


MARKET  V*IUE  DIFFERENCE 
(MILLIONS  OF  DOIURS) 


COMPUTER  SOFTWARE  &  SVCS 

$41,231 

DRUGS  &  RESEARCH 

39,264 

MEDICAL  PRODUCTS 

24,073 

COMPUTERS  &  PERIPHERALS 

24,043 

SEMICONDUCTORS 

22,247 

ELECTRONICS 

20,349 

BROADCASTING 

15,812 

TELECOMMUNICATIONS 

14,139 

FINANCIAL  SERVICES 

13,593 

COAL.  OIL  &  GAS 

13,392 

PAPER 

13,159 

BEVERAGES 

11,171 

PERSONAL  CARE 

10,515 

BANKS-MIDWEST 

9,611 

INSURANCE 

8,431 

FOOD  PROCESSING 

7,462 

SPECIAL  MACHINERY 

5,502 

MISCELLANEOUS  SERVICES 

4,737 

MISCELLANEOUS  LEISURE 

4,642 

HEALTH-CARE  SERVICES 

4,491 

TOBACCO 

4,230 

BANKS-WEST  &  SOUTHWEST 

3,950 

BANKS-SOUTH  &  SOUTHEAST 

3,697 

PAPER  CONTAINERS 

3,357 

GENERAL  MANUFACTURING 

3,146 

...AND  LOSERS 

The  market  value  of  these  industry 
groups  dropped  the  most 


MARKET  VALUE  DIFFERENCE 
(MILLIONS  OF  DOLLARS) 


disappearing  from  the  list  this  year 

DISCOUNT  &  FASHION  RETAILING  - 

$24,818 

INDUSTRY 

NO. 

CARS  &  TRUCKS 

-20,264 

ELECTRIC  UTILITIES 

-5 

ENTERTAINMENT 

-16,547 

APPAREL 

-4 

TELEPHONE  COMPANIES 

-13,663 

BUSINESS  MACHINES  &  SERVICES 

-4 

ELECTRIC  UTILITIES 

-13,235 

TRUCKING  &  SHIPPING 

FOREST  PRODUCTS 

-10,072 

COMPUTERS  &  PERIPHERALS 

-3 

AIRLINES 

-5,366 

EATING  PLACES 

-3 

PUBLISHING 

-4,881 

ENTERTAINMENT 

-3 

BUSINESS  MACHINES  &  SERVICES 

-4,873 

BEVERAGES 

-2 

EATING  PLACES 

-4,824 

GAS  UTILITIES 

-2 

RAILROADS 

-4,437 

ELECTRICAL  PRODUCTS 

-2 

TRUCKING  &  SHIPPING 

-4,237 

AUTO  PARTS  &  EQUIPMENT 

-2 

INDUSTRIAL  DISTRIBUTION 

-3,485 

AIRLINES 

-2 

APPAREL 

-3,387 

CONSTRUCTION  &  ENGINEERING 

-2 

AUTO  PARTS  &  EQUIPMENT 

-2,634 

DATA:  STANDARD  &  POOR'S  COMPUSTAT 


booming  thanks  to  its 
targeting  of  lucrative 
niche  markets  such  as 
video  games  and  net- 
working products. 

Some  erstwhile  high- 
fliers had  their  wings 
clipped  by  an  unfor- 
giving market.  Al- 
though profits  at  Toys 
'R'  Us  Inc.  jumped 
11%,  to  $497.5  million, 
on  a  13%  sales  leap,  its 
market  value  tumbled 
27%.,  to  $7.7  billion. 
Blame  it  on  increased 
price  competition  ft-om 
discounters  such  as 
Wal-Mart  Stores  Inc. 
and  Kmart  Corp., 
which  has  led  to  stag- 
nating sales  in  e.xist- 
ing  stores  and  forced 
the  toy  retailer  to  hike 
marketing  spending  . 
A  DIVE.  Southwest  Air- 
lines Co.  was  another 
big  loser  The  low-cost 
earner  sank  to  No.  384 
from  No.  208  as  its 
market  cap  plummet- 
ed 48%,  to  $2.5  billion. 
It  faced  far  sharper 
price  competition  on 
its  short-haul  routes 
from  the  new  United 
Shuttle.  It  also  spent 
much  of  1994  digesting 
Moms  Air 

Among  industries, 
computer  software  and 
services  scored  the 
largest  advance,  while 
makers  of  computers, 
peripherals,  and  semi- 
conductors also  hit  it 
big.  Strong  computer 
sales — led  by  the 
booming  pc  market — 
helped,  and  many  com- 
panies are  also  bene- 
fiting from  a  broad 
industry  move  to 
networks  of  smaller 
computers.  Hewlett- 
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Packard  Co.  c-limbed  the  ranks  to  Xo.  23 
fi-om  Xo.  29  as  its  market  cap  leaped  28%, 
to  S29.3  billion.  Booming  orders  for  its  PCs. 
minicomputers,  and  engineering  worksta- 
tions swelled  profits  43"^,  to  Sl.S  billion,  on 
a  24'^f  sales  increase. 

Even  the  flap  over  Intel  Coi-p.'s  flawed 
Pentium  chip,  which  led  to  a  §475  milhon 
chai'ge  and  flattened  earnings,  couldn't  dim 
its  luster:  Intel's  mai'ket  value  soai'ed  15"^, 
to  S33  billion.  Strong  demand  for  PCs  should 
boost  sales  ai'ound  30''(  in  1995. 
TAKEOVER  RUMORS.  Dmg  companies  and 
medical-pixducts  makere  also  posted  healthy 
gains  as  the  fading  prospect  of  health-cai-e 
refoiTTi  appeai-ed  to  liaise  prospects  for  price 
increases.  P*fizer  Inc.  was  among  the  indus- 
try's best  performers:  its  mai'ket  value 
soared  401:.  to  S26.1  biUion,  thanks  to  suc- 
cessful new  drags  including  the  antidepressant  Zoloft.  The  los- 
ing industiy  tide  was  enough  to  lift  even  the  laggai"ds:  Al- 
though Bristol-Myei-s  Squibb  Co.'s  profits  slumped  G^c.  to 
$1.8  bilhon,  its  mai'ket  value  jtmiped  ll'^,  to  S31.4  billion. 
WTule  its  top-seller,  the  cai-diovasculai*  drag  Capoten,  shows 
lackluster  growth  and  it  has  few  hot  new  drugs,  takeover 
speculation  has  boosted  shai*es. 

On  the  other  side  of  the  coin,  discount  and  fashion  retailers 


Computer  and 
drug  companies 
were  among  the 
winners, 
discount  and 
fashion  retailers 
were  big  losers 


were  last  yeai-'s  biggest  losei-s.  Slumping 
women's  apparel  sales  hurt,  and  warn 
Chiistmas  weather  offered  little  yeai'en^ 
cheer.  That  helped  cut  J.  C.  Penney  Co.'i 
mai'ket  value  25%,  to  89. 7  billion,  while  Thi 
Limited's  mai-ket  value  fell  10%.  to  S6.3  bill 
Hon.  And  troubled  discounter  Kmait's  m; 
ket  value  fell  25%,  to  S>b.S  bilhon. 

Telephone  companies  also  got  hit  becai 
of  unceitainty  over  telecommunications-: 
foiTn  legislation  pending  in  Congress.  An; 
lysts  are  also  womed  about  the  prospect 
price  wai"s  in  the  long-distance  sector.  AT&: 
saw  profits  up  27%.  to  S4.7  billion,  thougj 
its  mai'ket  value  remained  flat  at  S81  biUioi 
while  BellSouth  Coi-p.,  the  biggest  of  tb 
Baby  Bells,  saw  its  109%  eaiTiings  increas 
rewai'ded  with  a  tiny  6%  gain  in  mai'ke 
value,  to  S29.2  bilhon.  Meanwhile,  Spi-in 
Coi-p.'s  value  decreased  20%,  to  SlO.2  billion,  because  of  ac 
ditional  uncertainty-  over  whether  plans  will  be  authoi-ized  fo 
Fi-ance  Telecom  and  Deutsche  Telekom  to  buy  into  Sprat. 

For  the  winnei's  and  losei^  alike  on  this  year's  roster,  th 
market's  relentless  logic  was  cleai'.  It's  like  that  old  dis 
claimer  you  see  in  all  the  investment  ads:  Past  perfoi'mance  i 
no  guai-antee  of  futui'e  results. 

By  Lori  Bongionio  in  New  York  with  bureau  repai 


GlossaiT 


MARKET  VALUE 

Share  price  on  Feb.  28.  1995, 
multiplied  by  latest  available 
common  shares  outstanding 

PROFITS 

Net  income  from  continuing 
operations  before  extraordinary 
items 

MARGINS 

Profits  as  a  percent  of  sales 

RETURN  ON  INVESTED 
CAPITAL 

Profits  plus  minority  interest 
and  interest  expense  (adjusted 
by  tax  rate)  as  a  percent  of 
debt  and  equity  funds 

RETURN  ON  COMMON  EQUITY 

Net  income  available  for  com- 
mon shareholders  divided  by 
common  equity 

ASSETS 

Total  assets  as  reported  at  end 
of  company's  latest  available 
1994  quarter 


RECENT  SHARE  PRICE 

Price  for  a  single  share  of  a 
company's  most  vi^idely  traded 
issue  of  common  stock  as  of 
the  close  of  trading  Feb.  28, 
1995 

HIGKLOW  PRICE 

Trading  range  for  company's 
common  stock,  February, 

1994.  to  February.  1995 

BOOK  VALUE  PER  SHARE 

Sum  of  common  stock,  capital 
surplus,  and  retained  earnings 
divided  by  most  recently  avail- 
able common  shares 
outstanding 

P-E  RATIO 

Price-earnings  ratio  based  on 
1994  earnings  and  Feb.  28 
stock  price 

YIELD 

Annual  dividend  rate  as  a  per- 
cent of  Feb.  28  stock  price 

PAYOUT 

Latest  annualized  dividend  rate 
as  a  percent  of  the  company's 


most  recent  annual  earnings 
per  share 

TOTAL  RETURN 

Annual  dividend  per  share  plus 
latest  available  month-end 
price,  as  a  percent  of  year-ago 
month-end  price  per  share 

INSTITUTIONAL  HOLDINGS 

Percent  of  outstanding  shares 
of  stock  held  by  banks,  col- 
leges, pension  funds,  insurance 
companies,  and  investment 
companies  as  calculated  by 
Vickers  Stock  Research  Corp. 

SHARES  OUTSTANDING 

Millions  of  common  shares  out- 
standing as  of  the  company's 
latest  available  financial  report 

TURNOVER 

Percent  of  outstanding  com- 
mon shares  changing  hands  in 
the  latest  yea-- 

EARNINGS  PER  SHARE 

Primary  earnings  per  share, 
excluding  extraordinary  profit  or 


loss,  divided  by  number  of 
common  and  common  equiva- 
lent shares 

EARNINGS  PER  SHARE 
ESTIMATES 

Analysts'  consensus  estimates 
for  1995  compiled  as  of  Feb. 
23  by  l/B/E/S  International 
Inc.,  New  York  (l/B/E/S  is  a 
registered  trademark  of  i/B/EyS 
International  Inc.) 

VARIATION 

Percentage  by  v^hich  two-thirds 
of  the  1995  earnings  estimates 
are  above  or  below  the  average 
estimate  as  calculated  by 
l/B/E/S 

FY 

Number  of  the  month  in  which 
company's  fiscal  year  ends 

DATA 

Unless  otherwise  indicated,  all 
data  in  the  following  BW  1000 
tables  have  been  provided  by 
Standard  &  Poor's  Compustat, 
a  division  of  McGraw-Hill  Inc. 


Footnotes 


(a)  Latest  available  data,  (b)  Actual  and  estimated  figures  are 
fully  diluted,  (c)  Estimated  earnings  data,  (d)  Earnings  data  from 
l/B/E/S.  (e)  Earnings  data  from  S&P  ACE.  (x)  Sales  include 
excise  taxes,  (y)  Sales  include  other  income,  (z)  Sales  include 
excise  taxes  and  other  income.  NA=not  available.  NM=not  mean- 
ingful. NR=not  ranked  in  business  week  1000  in  1994.  riffiG=neg- 
ative  book  value  per  share.  DEF=earnings  deficit  in  dividend  pay- 
out, t  Because  business  week  is  owned  by  McGraw-Hill,  the 


Ir 


BUSINESS  WEEK  1000  does  not  include  a  forecast  of  the  company's 
earnings,  tt  Data  do  not  include  full  12  months'  results.  Note: 
Data  compiled  by  Standard  &  Poor's  Compustat  from  sources 
such  as  statistical  services,  registration  statements,  and  company 
reports  that  SPC  believes  to  be  reliable  but  that  are  not  guaran- 
teed by  SPC  or  business  week  as  to  correctness  or  completeness. 
This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional^ 
data:  l/B/E/S,  l./B/E/S  International,  Vickers  Stock  Research  Corp 
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When  the  rush  was  on  to  introduce 
lotebook  with  a  Pentium™  processor, 
(as  Instruments  decided  to  do  what 
ers  thought  couldn't  be  done. 
We  created  a  notebool\  that  maximizes 
atium  performance  by  integrating 
I  PCI  bus  architecture  in  our  Texas 
truments  TravelMate  5000. 
And  for  flexible  connectivity,  we 
iigned  a  way  to  allow  external  access 
Ti  the  PCI  bus  to  the  latest  peripherals. 
It  was  a  challenge  we  addressed  for  two 
pie  reasons:  to  give  users  true  desktop 
itium  performance  for  faster  running 
".ware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Window  95' 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there.  We 
added  a  second  lithium  Ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-80U-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


Warranty  may  vary  trom  country  to  country  Contact  your  local  TI  olfice  for  lictails  Batteries  and  option.^  are  covered  by  a  one  year  limited 
warranty,  TVavelMate  and  "Extending  Vour  Reach"  are  trademarks  of  Texas  I  nstruments  Windows  95  is  a  registered  trademark  of  Microsoft 
Corporation,  Pentium  is  a  trademark  and  the  Intel  Inside  logo  a  registered  trademark  of  Intel  Corporation,  *Dependingon  model  ®  1995  TI. 


7-5  MH:  Pfiiliutti  processor  inith  PCI  Bus 

lO.V Active .Matnror  10.5" DiiiiJ Sen u  displays 

HMBRAM.  e.rpinidtible  to  32MB 

SIO  million  kites  772MB )  or  524  million 
Ijytes  (=.500MBJ  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  microphone 

Tivo  Lithium  ion  battery  packs 

Serial  infrared  port  for  ivireless  connectivity 


EXTENDING 


YOUR     R  E  A  C  H  ■ 


Texas 
Instruments 
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COMPANY 


MARKET  VALUE 


SALES 


MARGINS 

RETURN 

FROM 
1994 

% 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
SMIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 
SMIL 

CHANGE 
FROM 
1993 

12 
MONTHS 
1994 

12 

MONTHS 
1993 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1994 

SMIL 

1 

GENERAL  ELECTRIC 

93402 

4 

1 

60108y  8 

5915.4 

41 

9.8 

7.5 

18.1 

22.0 

194484 

2 

AT&T 

81000 

0 

3 

75094  8 

4710.0 

27 

6.3 

5.3 

NA 

28.2 

79252 

3 

EXXON 

79298 

-2 

2 

101092y 

2 

5100.0 

-3 

5.0 

5.3 

NA 

13.8 

87790 

4 

COCA-COLA 

70176 

27 

5 

16172 

16 

2554.0 

17 

15.8 

15.7 

38.0 

45.6 

13873 

1 

5 

WAL-MART  STORES 

54202 

-17 

4 

82494 

23 

2681.0 

15 

3.3 

3.5 

14.7 

22.2 

34493 

i 

6 

MERCK 

52877 

30 

8 

14970 

43 

2997.0 

38 

20.0 

20.6 

23.1 

26.6 

21857 

r 

7 

PHILIP  MORRIS 

52317 

7 

6 

53776 

6 

4725.0 

32 

8.8 

7.0 

19.1 

37.0 

52649 

1 

8 

PROCTERS.  GAMBLE 

45619 

16 

9 

31572 

5 

2430.0 

301 

7.7 

2.0 

18.4 

24.1 

27337 

9 

INTERNATIONAL  BUSINESS  MACHINES 

44261 

44 

15 

64052 

2 

3021.0 

NM 

4.7 

NM 

10.2 

13.7 

81091 

10 

DUPONT 

38211 

6 

10 

39333Z 

6 

2727.0 

382 

6.9 

1.5 

16.6 

22.2 

37914 

11 

MICROSOFT 

36603 

56 

27 

5266 

28 

1307.0 

26 

24.8 

25.2 

29.5 

29.5 

5961 

12 

JOHNSON  &  JOHNSON 

36490 

41 

23 

15734 

11 

2006.0 

12 

12.8 

12.6 

25.5 

28.7 

14833 

13 

MOBIL 

34452 

10 

11 

67111y 

5 

1759.0 

-16 

2.6 

3.3 

8.9 

10.1 

41760 

14 

MOTOROLA 

33810 

19 

17 

22245 

31 

1560.0 

53 

7.0 

6.0 

18.9 

20.5 

17536 

15 

INTEL 

33048 

15 

16 

11521 

31 

2288.0 

0 

19.9 

26.1 

24.6 

25.3 

13272 

16 

AMERICAN  INTERNATIONAL  GROUP 

32792 

18 

20 

22442y 

11 

2175.5 

13 

9.7 

9.5 

NA 

13.4 

114559 

17 

GTE 

32210 

4 

13 

19944 

1 

2451.0 

148 

12.3 

5.0 

13.3 

24.2 

42500 

18 

GENERAL  MOTORS 

32124 

-23 

7 

154951y 

12 

5658.6 

129 

3.7 

1.8 

12.1 

55.5 

193871 

ELECTRONIC  DATA  SYSTEMS 

18486 

16 

NR 

10052 

17 

821.9 

14 

8.2 

8.5 

17.1 

20.2 

8787 

GM  HUGHES  ELECTRONICS 

15046 

5 

NR 

14062 

5 

1079.6 

17 

7.7 

6.9 

13.4 

14.1 

14850 

19 

BRISTOL-MYERS  SQUIBB 

31388 

11 

18 

11984 

5 

1842.4 

-6 

15.4 

17.2 

27.1 

29.9 

12910 

20 

CHEVRON 

31036 

10 

19 

35844y 

-3 

1595.0 

26 

4.5 

3.4 

NA 

11.1 

34994 

«' 

21 

PEPSICO 

31007 

-1 

12 

28472 

14 

1784.0 

12 

6.3 

6.3 

15.9 

26.0 

24718 

22 

AMOCO 

29473 

14 

22 

26979y 

5 

1789.0 

-2 

6.6 

7.1 

10.7 

12.6 

28811 

23 

HEWLETT-PACKARD 

29325 

28 

29 

26613 

24 

1833.0 

43 

6.9 

6.0 

17.4 

17.7 

20187 

!18ff 

24 

BELLSOUTH 

29214 

6 

21 

16845 

6 

2159.8 

109 

12.8 

6.5 

11  9 

15.0 

34297 

25 

ABBOTT  LABORATORIES 

28680 

26 

30 

9156 

9 

1516.7 

8 

16.6 

16.6 

36.4 

38.3 

8356 

26 

WALT  DISNEY 

27974 

9 

24 

10630 

20 

1224.2 

60 

11.5 

8.6 

NA 

22.2 

12826 

:-: 

27 

FORD  MOTOR 

26595 

-14 

14 

128439 

18 

5308.0 

110 

4.1 

2.3 

NA 

25.1 

219350 

28 

BERKSHIRE  HATHAWAY 

26240 

44 

38 

4127a 

34 

851.6 

94 

20.6 

14.3 

7.1 

7.5 

21335 

29 

PFIZER 

26127 

40 

39 

8281 

11 

1298.4 

97 

15.7 

8.8 

29.0 

31.3 

10402 

834, 

30 

SBC  COMMUNICATIONS 

25354 

8 

26 

11619 

9 

1648.7 

15 

14.2 

13.4 

14.6 

20.5 

26248 

31 

AMERITECH 

23644 

8 

33 

12570 

6 

1170.4 

-23 

9.3 

12.8 

11.7 

14.5 

19942 

;-: 

32 

BELL  ATLANTIC 

23402 

-2 

25 

13791 

5 

1401.9 

-5 

10.2 

11.3 

13.2 

22.1 

24272 

33 

MCDONALD'S 

23066 

8 

34 

8321 

12 

1224.4 

13 

14.7 

14.6 

NA 

18.6 

13600 

34 

MINNESOTA  MINING  &  MFG. 

22984 

2 

32 

15079 

8 

1322.0 

5 

8.8 

9.0 

NA 

19.6 

13496 

35 

AMERICAN  HOME  PRODUCTS 

21865 

18 

37 

8966 

8 

1528.3 

4 

17.0 

17.7 

NA 

37.2 

8070 

30 

FANNIE  MAE 

21040 

-7 

31 

18574y 

16 

2141.3 

5 

11.5 

12.7 

7.5 

23.3 

272508 

37 

HOME  DEPOT 

20345 

9 

36 

12477 

35 

604.5 

32 

4.8 

5.0 

14.9 

18.4 

5778 

38 

ELI  LILLY 

19364 

19 

43 

5712 

10 

1185.1 

155 

20.7 

8.9 

19.4 

8.9 

14507 

39 

DOW  CHEMICAL 

18579 

6 

41 

2001 5y 

1 1 

938.0 

46 

4.7 

3.6 

9.9 

11.3 

26545 

m 

40 

US  WEST 

18187 

1 

40 

10953 

5 

1426.0 

200 

13.0 

4.6 

14.3 

21.2 

23204 

41 

ATLANTIC  RICHFIELD 

17891 

11 

44 

15035 

-13 

919.0 

242 

6.1 

1.6 

11.1 

14.8 

24563 

42 

BANKAMERICA 

17863 

16 

48 

15324 

5 

2176.0 

11 

14.2 

13.4 

NA 

12.2 

215475 

■58 

43 

CITICORP 

17779 

11 

45 

28968 

0 

3422.0 

78 

11.8 

6.6 

NA 

22.6 

250489, 

■i'A 

44 

GILLETTE 

17494 

28 

57 

6070 

12 

698.3 

64 

11.5 

7.9 

27.0 

37.7 

5494 

45 

EASTMAN  KODAK 

17328 

22 

55 

13687 

6 

554.0 

-14 

4.0 

5.0 

NA 

13.6 

15068 

46 

SEARS, ROEBUCK 

17323 

8 

45 

53920 

6 

1259.0 

-48 

2.3 

4.7 

9.9 

13.5 

91896 

47 

AMERICAN  EXPRESS 

16675 

16 

54 

14282 

1 

1380.0 

-14 

9.7 

11.3 

18.6 

20.5 

97006  ; 

48 

NYNEX 

16625 

8 

49 

13307 

-1 

792.6 

NM 

6.0 

NM 

NM 

9.3 

30078  . 

49 

TEXACO  / 

16431 

-2 

42 

33353y 

-2 

979.0 

-22 

2.9 

3.7 

8.5 

9.9 

25600  5 

"is 

50 

VIACOM  1 

15953 

365 

257 

7363 

267 

130.5 

-23 

1.8 

8.5 

1.2 

0.5 

27956  4 

PROFITS 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  P. 


ION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12  MONTH 

PRICE 

INSTI. 

iN.A.rSTS  ESTIMATES 

high; 
LOW 

s 

AS*OF 
BOOK 
VALUE 

P-E 
RATIO 

yiElO 

PAYOUT 

TOTAL 
RETURN 

% 

TUTiONS 
HOLDING 
% 

SHRS. 
OUT. 
MIL 

TURN- 
OVER 
% 

FY 

ACTUAL 

s 

ACTUAL 
$ 

1595 
EST. 
$ 

VARI- 
ATION 

56/45 

348 

16 

3.00 

47 

7 

55 

1706 

33.1 

12 

2.59 

3.46 

3  87 

1  0 

Conglomerates 

57/47 

485 

17 

2.56 

44 

1 

33 

1569 

34.4 

12 

2.94 

3.01 

3.D  / 

o.  i 

Telecommunications 

66/56 

217 

16 

4.70 

74 

3 

41 

1241 

24.3 

12 

4.21 

4.07 

A  1  ft 

4.0 

Fuel 

55/39 

1252 

28 

1.42 

39 

31 

55 

1276 

31.0 

12 

1.68 

1.98 

1  3 

Consumer  products 

29/21 

448 

20 

0.72 

15 

-16 

29 

2282 

29.4 

01 

1.02 

1.17 

1  A1 

0  1 

c.,  1 

Retailing 

43/28 

470 

18 

2.83 

50 

34 

48 

1248 

52.1 

12 

1.87 

2.38 

9  A  7 
<1  .D  / 

0  0 

Health  care 

65/47 

409 

11 

5.43 

61 

14 

56 

861 

67.4 

12 

4.06 

5.45 

O.o  J. 

^  7 

Consumer  products 

67/51 

473 

22 

2.11 

45 

18 

48 

686 

28.6 

06 

0.25 

3.09 

o  .or 

9  9 

iL.iL 

Consumer  products 

78/51 

207 

15 

1.33 

20 

44 

46 

588 

102.0 

12 

-14.02 

5.02 

o.oy 

o.o 

Office  equipment 

62/51 

312 

14 

3.35 

47 

9 

45 

681 

39.3 

12 

0.83 

4.00 

"r.  1  \J 

D.  i 

Chemicals 

65/40 

826 

34 

0.00 

0 

53 

41 

581 

177.5 

06 

1.58 

1.88 

0  9S 

C..C.Q 

1 .0 

Office  equipment 

60/36 

522 

18 

2.04 

37 

44 

62 

643 

46.2 

12 

2.74 

3.12 

9  n 

Health  care 

89/72 

204 

20 

3.91 

79 

15 

54 

396 

41.7 

12 

5.07 

4.28 

■3  ft 
0.0 

Fuel 

65/42 

444 

22 

0.70 

15 

13 

68 

588 

101.1 

12 

1.78 

2.65 

O  .tlO 

A  A 
4  .D 

Electrical 

81/56 

365 

15 

0.30 

5 

16 

71 

414 

286.6 

12 

5.20 

5.24 

7  HR 

A  R 

D-D 

Electrical 

107/82 

202 

15 

0.44 

7 

19 

54 

316 

39.3 

12 

6.04 

6.87 

7  cin 

/  .DU 

1  A 
1  .D 

Nonbank  financial 

34/30 

319 

13 

5.63 

74 

8 

40 

965 

35.5 

12 

1.03 

2.55 

0  c;7 

Telecommunications 

63/36 

334 

7 

1.88 

13 

-25 

46 

754 

91.3 

12 

2.13 

6.20 

7.92 

5.7 

Automotive 

40/32 

453 

22 

1.36 

30 

18 

28 

482 

27.5 

12 

1.51 

1.71 

i  .rO 

9  n 

Office  equipment 

39/31 

193 

13 

2.45 

33 

8 

17 

400 

13.1 

12 

2.30 

2.79d 

0  11 

T  A 

i  .4 

Electrical 

62/50 

509 

17 

4.78 

82 

17 

49 

507 

46.0 

12 

3.80 

3.62 

A  Q7 

1  A 

Health  care 

48/40 

217 

19 

3.88 

76 

14 

45 

652 

40.4 

12 

1.95 

2.45 

A  1 

Fuel 

40/29 

451 

18 

1.84 

32 

2 

58 

793 

56.3 

12 

1.96 

2.22 

1  -7 

Consumer  products 

64/51 

208 

17 

4.04 

67 

18 

61 

496 

37.5 

12 

3.66 

3.60 

A  ^^ 

'4-.  i  0 

A  A 
D.  D 

Fuel 

118/72 

283 

19 

1.04 

20 

28 

58 

255 

82.2 

10 

4.65 

6.14 

o.o  / 

0.0 

Office  equipment 

64/51 

203 

14 

4.69 

53 

11 

30 

496 

26.6 

12 

2.08 

4.35 

AAA 

J. .  1 

Telecommunications 

36/25 

725 

19 

2.14 

41 

31 

52 

808 

34.9 

12 

1.69 

1.87 

Oil 

1  A 

i  .4 

Health  care 

54/38 

508 

26 

0.55 

15 

12 

46 

524 

58.0 

09 

1.23 

2.04 

2.50 

2.8 

Leisure 

33/25 

133 

5 

3.98 

21 

-13 

62 

1018 

80.5 

12 

2.28 

4.97 

D.4o 

A  "3 
D.O 

Automotive 

?0O/15150 

230 

55 

0.00 

0 

44 

15 

1 

3.1 

12 

656.00 

405.00e 

4oD.UU 

IN  iVI 

Nonbank  financial 

83/53 

629 

20 

2.51 

50 

46 

67 

315 

62.8 

12 

2.05 

4.19 

A  QO 
4.0<^ 

9  1 

Health  care 

44/39 

315 

15 

3.80 

58 

10 

36 

609 

28.7 

12 

2.39 

2.74 

o.Uo 

Z.u 

Telecommunications 

44/36 

294 

20 

4.66 

94 

12 

35 

551 

22.1 

12 

2.78 

2.13 

ZA 

Telecommunications 

58/48 

369 

17 

5.15 

86 

3 

32 

436 

25.4 

12 

3.39 

3.21 

i  .U 

Telecommunications 

34/26 

365 

20 

0.72 

14 

10 

59 

694 

57.9 

12 

1.46 

1.68 

1  QO 

1  n 
i.u 

Leisure 

57/46 

341 

18 

3.43 

60 

7 

70 

420 

35.1 

12 

2.91 

3.13 

O.D  i 

i  .4 

Manufacturing 

72/55 

532 

14 

4.20 

60 

25 

64 

306 

39.4 

12 

4.73 

4.97 

A  on 

D.U 

Health  care 

90/68 

229 

10 

3.53 

35 

-4 

86 

273 

80.3 

12 

7.44 

7.80 

i  .U 

Nonbank  financial 

50/39 

620 

34 

0.36 

12 

8 

55 

453 

61.0 

01 

1.01 

1.32 

i.  / Z 

1 .  / 

Retailing 

67/47 

364 

14 

3.85 

55 

26 

66 

289 

60.9 

12 

1.67 

4.66d 

A  AC\ 
4.4U 

A  1 

4.  i 

Health  care 

79/59 

226 

20 

3.88 

77 

9 

61 

277 

69.0 

12 

2.33 

3.37 

iU.O 

Chemicals 

44/35 

270 

12 

5.52 

68 

0 

43 

469 

38.5 

12 

1.13 

3.14 

9  ft 
z.o 

Telecommunications 

10/93 

288 

19 

5.02 

98 

14 

60 

163 

52.7 

12 

1.66 

5.63 

6.71 

8.2 

Fuel 

50/38 

113 

9 

3.82 

35 

15 

60 

371 

74.1 

12 

4.76b 

5.33 

9  "7 

Z.  1 

Banks 

48/36 

131 

7 

2.67 

19 

10 

74 

395 

120.2 

12 

3.53b 

6.40 

D.  Id 

3.4- 

Banks 

80/60 

950 

25 

1.27 

32 

30 

72 

221 

46.9 

12 

1.92 

3.14 

O.DD 

U.o 

Consumer  products 

54/41 

427 

31 

3.14 

97 

22 

63 

340 

73.7 

12 

1.44 

1.65 

0.4U 

4.  / 

Leisure 

52/42 

190 

16 

3.25 

51 

11 

66 

352 

69.2 

12 

6.22 

3.16 

4  4 

Retailing 

35/25 

250 

13 

2.68 

34 

31 

76 

496 

78.4 

12 

3.17 

2.68 

3.05 

3.9 

Nonbank  financial 

40/33 

194 

21 

6.01 

125 

12 

37 

424 

33.7 

12 

-0.66 

1.89 

3.21 

3.1 

Telecommunications 

67/58 

184 

19 

5.02 

93 

3 

58 

258 

55.9 

12 

4.47 

3.43 

4.02 

1.1 

Fuel 

47/22 

148 

NM 

0.00 

0 

58 

28 

357 

54.0 

12 

1.30 

0.25 

0.68 

51.4 

Publishing/TV 
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COMPANY 

MARKET  VALUE 

SAtES 

PROFITS 

MARGINS 

RETURN 

1  ASSETS 

no 

CHANGE 
FROM 
1994 

YEAR 
AGO 

RANK 

12 

MONTHS 
1994 

I  MIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

$Mll 

CHANGE 
FROM 
1993 

12 
MONTHS 
1994 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

% 

1  12 
1  MONTHS 
1994 

1        %  MIL 

51 

BOEING 

15724 

-1 

47 

21924 

-14 

856.0 

-31 

3.9 

4.9 

7.6 

8.9 

!  21433 

i 
1 

52 

CHRYSLER 

15401 

-24 

35 

52200y 

20 

3713.0 

54 

7.1 

5.5 

23.5 

34.0 

1  49539 

53 

COLUMBIA/HCA  HEALTHCARE 

15024 

4 

51 

11132 

9 

745.0 

30 

6.7 

5.6 

10.5 

15.4 

'  11839 

j 

54 

EMERSON  ELECTRIC 

14766 

2 

52 

8882 

8 

835.3 

0 

9.4 

10.2 

19.3 

19.2 

8728 

I 

55 

TIME  WARNER 

14643 

2 

53 

7396 

12 

-91.0 

NM 

NM 

NM 

NM 

-8.6 

16771 

t 

56 

ANHEUSER-BUSCH 

14601 

10 

59 

12054 

5 

1032.1 

74 

8.6 

5.2 

15.8 

23.2 

j  10972 

57 

SCHERING-PLOUGH 

14578 

26 

70 

4657 

7 

922.0 

12 

19.8 

19.0 

47.2 

50.1 

!  4411 

i 

58 

NATIONSBANK 

13788 

4 

60 

12910y 

26 

1690.0 

30 

13.1 

12.7 

NA 

15.8 

I  169604 

j 

59 

SCHLUMBERGER 

13777 

-1 

56 

6697 

0 

536.1 

-8 

8.0 

8.7 

11.9 

11.7 

1  8322 

CO 

60 

MCI  COMMUNICATIONS 

13685 

-8 

50 

13338 

12 

795.0 

27 

6.0 

5.3 

7.8 

8.8 

16366 

'A 

61 

CAPITAL  CITIES/ABC 

13632 

33 

75 

6379 

12 

679.8 

45 

10.7 

8.2 

15.0 

16.8 

1  6301 

90 

62 

ORACLE  SYSTEMS 

13482 

41 

88 

2378 

40 

339.3 

72 

14.3 

11.7 

37.5 

41.2 

1744 

52 

63 

SOUTHERN 

13466 

2 

61 

8297 

-2 

1075.9 

-2 

13.0 

12.9 

9.0 

12.2 

i  26270 

22i 

64 

AIRTOUCH  COMMUNICATIONS 

13386 

16 

73 

1136 

15 

98.1 

145 

8.6 

4.1 

NA 

2.9 

1  4259 

31 

65 

WMX  TECHNOLOGIES 

13091 

10 

68 

10097 

11 

784.4 

73 

7.8 

5.0 

9.4 

17.2 

1  17324 

30/ 

6G 

TELE-COMMUNICATIONS 

12992 

22 

83 

4476a 

11 

42.0 

NM 

0.9 

NM 

2.0 

1.3 

1  19117 

25 

67 

PACIFIC  TELESIS  GROUP 

12722 

-45 

28 

9235 

0 

1136.0 

495 

12.3 

2.1 

14.1 

21.7 

j  20139 

56! 

6« 

SARA  LEE 

12631 

18 

78 

16668 

11 

260.0 

-65 

1.6 

4.9 

7.0 

7.1 

11966 

27/ 

69 

ALLSTATE 

12357 

6 

69 

21460 

2 

483.8 

-63 

2.3 

6.2 

NM 

5.5 

i  61369 

70 

TRAVELERS 

12304 

1 

67 

18465 

178 

1325.5 

39 

7.2 

14.3 

13.0 

15.3 

i  115300 

w 

71 

J.  P.  MORGAN 

12107 

-8 

62 

8379 

13 

1215.0 

-29 

14.5 

23.2 

NA 

13.2 

1  154917 

;68/ 

72 

KELLOGG 

12006 

4 

71 

6562 

4 

705.4 

4 

10.8 

10.8 

29.1 

39.2 

1  4661 

6i''f 

73 

XEROX 

1 1729 

16 

84 

15088y 

6 

794.0 

NM 

5.3 

NM 

9.2 

17.7 

38999 

11319 

74 

BANC  ONE 

1 1612 

-16 

63 

7857y 

3 

1005.1 

-14 

12.8 

15.4 

13.7 

13.1 

88923 

38/2 

75 

CAMPBELL  SOUP 

11276 

7 

80 

5937 

3 

689.0 

16 

9.9 

8.8 

27.6 

29.8 

5409  ■ 

46,13 

76 

PACIFIC  GAS  &  ELECTRIC 

1 1025 

-18 

58 

10447 

-1 

1007.5 

-5 

9.6 

10.1 

7.6 

10.9 

1  27924 

33,12 

77 

ALLIEDSIGNAL 

10724 

-1 

77 

12817 

8 

759.0 

16 

5.9 

5.5 

20.2 

27.1 

1  11321 

40/3 

7.S 

UNION  PACIFIC 

10716 

-13 

66 

7798 

6 

958.0 

34 

12.3 

9.7 

NA 

19.5 

1  15898 

79 

GENERAL  RE 

10664 

20 

100 

3837 

8 

665.3 

-5 

17.3 

19.6 

NA 

13.5 

1  20854 

13/19 

80 

FEDERAL  HOME  LOAN  MORTGAGE 

10484 

4 

85 

6923 

27 

1027.0 

31 

14.8 

14.4 

4.0 

NA 

!  106199 

63/4 

81 

CATERPILLAR 

10348 

-6 

74 

14328 

23 

955.0 

40 

6.7 

5.9 

18.7 

34.1 

16250 

61/51 

82 

ITT 

10303 

-10 

72 

23620 

12 

852.0 

29 

3.6 

3.1 

NA 

14.1 

100900 

lOO,?' 

83 

WARNER-LAMBERT 

10297 

21 

103 

6417 

11 

693.9 

143 

10.8 

4.9 

36.8 

39.6 

1  5533 

WB. 

84 

SPRINT 

10194 

-20 

65 

12662 

11 

883.7 

84 

7.0 

4.2 

NA 

20.0 

14477 

40i'26 

85 

CHEMICAL  BANKING 

9806 

4 

91 

12685y 

2 

1294.0 

-18 

10.2 

12.6 

NA 

12.4 

1  169334 

4'  ■ 

86 

ARCHER  DANIELS  MIDLAND 

9740 

16 

105 

12176 

18 

643.6 

37 

5.3 

4.5 

10.1 

11.7 

9625 

87 

J.C.  PENNEY 

9733 

-25 

64 

20380 

7 

1057.0 

12 

5.2 

5.0 

13.8 

19.5 

J  16200 

88 

H.J.  HEINZ 

9713 

18 

108 

7367a 

2 

551.9 

-4 

7.5 

8.0 

14.8 

23.6 

7093 

^ 

89 

GENERAL  MILLS 

9566 

8 

99 

8428 

2 

463.4 

-10 

5.5 

6.2 

18.4 

33.6 

5635 

90 

INTERNATIONAL  PAPER 

9547 

6 

96 

14966 

9 

432.0 

49 

2.9 

2.1 

5.9 

5.7 

17697 

1161 

91 

COLGATE-PALMOLIVE 

9314 

-4 

86 

7588 

6 

580.2 

6 

7.6 

7.7 

17.9 

30,5 

:  6142' 

^.  JU 

92 

RAYTHEON 

9276 

11 

104 

10013 

9 

596.8 

-14 

6.0 

7.5 

14.5 

13,9 

1  7211 

'1  CI 

'61 

93 

AMGEN 

9171 

64 

163 

1648 

20 

319.7 

-15 

19.4 

27.3 

21.7 

24.2 

1892^ 

Mc. 
jj 

94 

COMPUTER  ASSOCIATES  INTERNATIONAL 

9160 

52 

154 

2455 

19 

377,8 

11 

15.4 

16.6 

27.6 

28.7 

3004 

it 

95 

MAY  DEPARTMENT  STORES 

9066 

-17 

76 

12223y 

6 

782.0 

10 

6.4 

6.2 

14.0 

20.1 

i  9472 

9G 

COMPAQ  COMPUTER 

9005 

8 

106 

10866 

51 

867.0 

88 

8.0 

6.4 

23.1 

23,6 

1      6166  ( 

i 

97 

MONSANTO 

8876 

0 

98 

8272 

5 

622.0 

26 

7.5 

6.3 

16.6 

21.1 

8891;  8 

98 

CISCO  SYSTEMS 

8817 

-3 

92 

1540 

66 

326.2 

35 

21.2 

26.0 

30.3 

31.5 

1358  { 

99 

NORFOLK  SOUTHERN 

8803 

-8 

89 

4581y 

3 

667.8 

22 

14.6 

12.3 

11.5 

14.1 

10588  f 

too 

BAXTER  INTERNATIONAL 

8787 

40 

149 

9324 

5 

596.0 

NM 

6.4 

NM 

12.8 

16.3 

10002;  3 

'ii 
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nON  I  DIVIDENDS  |  SHARES  |  |  EARNINGS  PER  SHARE  |  INDUSTRY  GROUP 

12-MONIH  PRICE  I  1  INSII-  I  I  ANALYSTS' ESTIMATES  I 

HIGH/  AS%OF  I  TOTAL  I  TUTIONS  SHRS  TURN-  '  |  1993            1994  1995  VARI-  | 

LOW  BOOK  P-E  VIEIO  PAYOUT  RETURN  '  HOLDING  OUT  OVER  ACTUAL  ACTUAL  EST  ATION 

$  VALUE  RATIO  \  %  %  %  j  %  MIL  %  i  fV  I  $  $  $  %  I  

50/43  154  18  1  2.17  40  1  I  53  341  60.6  I  12  1  3.66  2.51  2.06  9.7  I  Aerospace  &  defense 

61/43  144  4  I  3.69  16  -22  1  64  355  162.5  \  12  I  6.77  10.11  10.43  5.6  1  Automotive 

45/34  310  19  I  0.29  6  -3  1  63  362  70.2  j  12  |  1.70  2.13  2.92  2.1  j  Healthcare 

67/56  340  16  ]  2.60  43  5  |  66  223  35.9  |  09  |  3.15  4.04  3.98  1.8  j  Electrical 

44/32  1223  NM  j  0.93  DEF  2  |  56  379  62.4  j  12  \  -0.75  -0.27  -0.07  271.4  j  PublishingATV 

57/49  328  14  |  2.84  41  16  1  60  259  39.4  |  12  j  2.17  3.91  4.26  0.9  \  Consumer  products 

79/55  791  16  |  2.60  42  35  i  70  186  71.5  i  12  |  4.23  4.82  5.41  1.5  |  Healthcare 

57/43  130  8  !  4.01  33  6  1  60  276  69.6  1  12  I  5.00  6.12  6.81  1,9  [  Banks 

63/50  301  26  I  2.11  54  2  !  60  242  55.4  1  12  I  2.40  2.21  2.63  6.1  I  Fuel 

28/17  152  15  I  0.25  4  -26  |  57  680  113.5  j  12  j  1.12  1.32  1.56  3.2  \  Telecommunications 

90/66  336  20  j  0.23  5  33  j  84  154  45.2  ]  12  ]  2.85  4.42  4.95  3.0  |  Publishing/TV 

32/18  1639  33  j  0.00  0  43  |  42  430  186.6  |  05  i  0.64  0.96d  1.29  3.9  |  Off  ice  equipment 

22/17  166  14  i  5.92  80  6  [  29  653  31.3  \  12  i  1.57  1.52  1.66  2.4  i  Utilities 

31/20  389  NM  j  0.00  0  15  |  53  494  56.2  !  12  1  0.09  0.20  0.34  14.7  1  Telecommunications 

30/23  287  16  I  2.27  37  10  j  57  496  62.2  I  12  !  0.93  1.62  1.85  2.2  j  Services  

25/18  437  NM  1  0.00  0  -4  !  63  571  106.4  1  12  I  -0.02  O.lOd  0.20  70.0  !  Publishing/TV 

56/28  243  11  |  7.27  81  1  1  40  424  46.7  j  12  j  0.46  2.68  2.77  2.2  j  Telecommunications 

27/19  400  60  I  2.58  155  21  \  46  479  46.4  |  06  |  1.40  0.44  1.62  1.2  |  Food 

28/23  141  25  i  2.62  67  9  ]  97  449  17.9  \  12  i  2.95  1.08  3.03  7.3  \  Nonbank  financial 

40/30  156  10  j  2.06  21  6  j  75  317  61.2  j  12  j  3.88  3.86  4.36  6.2  j  Nonbank  financial 

68/55  133  11  I  4.65  50  -1  !  67  188  72.4  |  12  |  8.48  6.02  6.40  8.0  1  Banks 

61/47  667  17  I  2.67  46  10  I  73  222  31.4  !  12  1  2.94  3.15  3.41  2.3  I  Food 

113/91  294  16  I  2.71  45  17  j  89  106  78.5  j  12  j  -2.46  6.73  8.83  7.5  1  Office  equipment 

38/24  155  12  j  4.24  51  -10  |  50  397  55.8  |  12  |  2.93  2.42  3.21  2.5  |  Banks 

46/34  487  18  j  2.73  49  10  \  25  249  22.9  |  07  '  1.02  2.51  2.78  1.4  j  Food  

33/21  126  12  1  7.65  89  -13  1  42  430  40.4  |  12  [  2.33  2.21  2.85  3.5  1  Utilities 

40/30  383  14  i  2.06  29  1  i  70  283  48.5  i  12  i  2.31  2.68  3.09  1.3  i  Conglomerates 

61/44  218  11  1  3.29  37  -10  1  67  205  55.6  I  12  !  3.43  4.66  4.54  3.3  :  Transportation 

i3/102  219  16  1  1.47  24  25  1  82  82  62.2  1  12  I  8.11  7.97  8.77  2.6  1  Nonbank  financial 

63/47  238  11  I  1.79  20  6  j  82  181  59.2  j  12  j  4.07  5.32  5.77  1.9  ;  Nonbank  financial 

61/50  370  11  1  1.94  21  -4  |  75  200  110.8  j  12  |  3.36  4.70  5.48  5.8  |  Manufacturing 

.00/77  177  14  I  2.03  28  1 1  |  76  106  89.8  |  12  |  6.87b  6.98d  9.08  5.1  |  Conglomerates 

87/60  588  15  i  3.40  50  24  \  77  135  81.2  |  12  i  2.11  5.17  5.55  0.7  |  Healthcare 

40/26  231  12  !  3.42  40  -18  !  65  349  65.7  1  12  1  1.39  2.53  2.66  3.8  1  Telecommunications 

41/34  105  9  1  4.39  38  12  I  73  244  91.6  I  12  !  5.63  4.64  6.11  2.5  I  Banks  

21/14  177  20  I  0.53  11  16  !  52  516  45.1  !  06  I  0.99  0.93  1.35  5.2  1  Food 

59/40  187  10  1  3.92  39  -19  j  83  227  72.4  1  01  I  3.79  4.29  4.50  2.2  |  Retailing 

41/31  415  17  I  3.66  62  25  |  59  247  45.9  ]  04  j  2.35  2.33d  2.57  1.9  |  Food 

62/49  694  17  |  3.10  51  12  ■  63  158  58.7  \  05  \  2.95  3.67d  4.15  1.9  |  Food 

81/61  148  23  i  2.20  50  7  j  71  125  105.3  |  12  |  2.34  3.38d  7.31  13.5  \  Paper  

65/50  508  17  1  2.54  43  1  !  61  144  73.3  I  12  !  3.38  3.82  4.16  2.4  1  Consumer  products 

71/61  216  16  I  2.13  33  16  I  75  132  53.6  I  12  1  5.11  4.51  6.41  1.7  I  Electrical 

70/35  694  30  I  0.00  0  65  I  60  133  270.6  1  12  I  2.61  2.29  3.71  1.6  1  Healthcare 

58/27  695  17  |  0.35  6  56  j  59  160  105.7  1  03  !  2.34  3.39d  3.99  3.8  ]  Office  equipment 

45/32  238  12  |  2.85  34  -14  |  73  248  52.3  j  01  ;  2.77  3.06  3.39  3.5  j  Retailing  

44/30  245  11  i  0.00  0  5  j  78  261  302.1  |  12  i  1.82  3.23  3.71  3.8  \  Office  equipment 

87/57  301  15  i  3.18  47  7  |  68  112  81.0  \  12  ']  4.10  5.32  6.02  3.2  i  Chemicals 

41/19  851  28  !  0.00  0  -8  !  75  261  421.7  !  07  |  0.67  1.19  1.67  1.8  \  Office  equipment 

69/59  186  14  I  3.15  42  -1  I  62  133  40.5  I  12  1  3.94  4.90  5.42  1.7  I  Transportation 

32/22  240  15  i  3.37  49  41  1  70  282  60.1  I  12  I  -0.97  2.13  2.30  1.7  1  Healthcare 
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KLI UKN 
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•l 

12 

MONTHS 
1994 
$MIL 

101 

DUN&BRADSTREET 

!  8787 

-15 

82 

4896 

4 

629.5 

47 

12.9 

9.1 

52.1 

52.1 

5305 

102 

PHILLIPS  PETROLEUM 

8732 

23 

125 

12211 

-1 

484.0 

98 

4.0 

2.0 

9.8 

16.4 

11436 

103 

AUTOMATIC  DATA  PROCESSING 

!  8692 

20 

123 

2634y 

13 

359.1 

16 

13.6 

13.3 

17.7 

20.6 

2778 

104 

TENNECO 

I  8565 

-10 

90 

12174 

-1 

641.0 

55 

5.3 

3.4 

m 

21.2 

12654 

105 

WELLS  FARGO 

1  8479 

10 

116 

4965y 

2 

841.0 

37 

16.9 

12.6 

13.7 

22.6 

52164 

106 

WEYERHAEUSER 

1  8379 

-14 

87 

10398 

9 

588.7 

12 

5.7 

5.5 

9.0 

14.1 

13007 

107 

ROCKWELL  INTERNATIONAL 

\  8370 

-9 

93 

11145 

2 

649.3 

11 

5.8 

5.3 

14.5 

19.2 

12188 

108 

KIMBERLY-CLARK 

1  8325 

-6 

97 

7364 

6 

535.1 

5 

7.3 

7.3 

17.3 

19.8 

6773 

109 

UNITED  TECHNOLOGIES 

1  8173 

-5 

102 

21197y 

1 

585.0 

20 

2.8 

2.3 

NA 

14.4 

15624 

110 

CSX 

1  8142 

-11 

94 

9608 

7 

652.0 

82 

6.8 

4.0 

13.6 

17.5 

13724 

111 

CONAGRA 

!  8125 

20 

135 

24004 

7 

462.2 

17 

1.9 

1.8 

12.0 

18.3 

12516 

112 

ENRON 

8059 

5 

117 

8904 

12 

472.7 

41 

5.3 

4.2 

10.7 

16.1 

12042 

113 

DUKE  POWER 

1  8041 

2 

112 

4489 

5 

638.9 

2 

14.2 

14.6 

9.1 

12.9 

12862 

114 

NORWEST 

1  7959 

16 

131 

6061y 

9 

800.4 

31 

13.2 

11.0 

NA 

22.2 

59316 

28 

115 

CPC  INTERNATIONAL 

1  7870 

7 

121 

7425 

10 

345.1 

-24 

4.6 

6.7 

NA 

20.3 

5668 

116 

AMP 

1  7866 

18 

138 

4027 

17 

369.0 

24 

9.2 

8.6 

15.0 

15.9 

3771 

117 

FIRST  UNION 

1  7856 

12 

127 

6220y 

10 

925.4 

13 

14.9 

14.4 

NA 

15.4 

77300 

lis 

ALBERTSON'S 

7802 

7 

122 

11888a 

9 

400.1 

26 

3.4 

2.9 

20.4 

25.4 

3563 

3; 

119 

TOYS 'R' US 

1  7737 

-27 

79 

8439a 

13 

497.5 

11 

5.9 

6.0 

15.1 

17.3 

7503 

35i 

120 

RjR  NABISCO  HOLDINGS 

7659 

-2 

114 

15366 

2 

764.0 

NM 

5.0 

NM 

5.9 

6.6 

31408 

) 

121 

GANNETT 

1  7656 

-4 

111 

3825 

5 

465.4 

17 

12.2 

10.9 

18.9 

27.5 

3713 

122 

NOVELL 

1  7629 

-3 

113 

2003 

-3 

193.8 

201 

9.7 

3.1 

NA 

13.0 

1963 

123 

PPG  INDUSTRIES 

1  7607 

-7 

109 

6331 

10 

514.6 

74 

8.1 

5.1 

16.5 

19.1 

5094 

124 

UNITED  HEALTHCARE 

i  7534 

6 

148 

3769y 

21 

288.1 

36 

7.6 

6.8 

NA 

10.3 

3489 

125 

AMERICAN  BRANDS 

1  7495 

12 

137 

13147y 

4 

885.1 

64 

6.7 

4.3 

NA 

19.8 

9794 

39; 

126 

MERRILL  LYNCH 

'  7441 

-10 

107 

18233y 

10 

1016.8 

-27 

5.6 

8.4 

26.4 

17.6 

163749 

a 

127 

TEXAS  UTILITIES 

i  7396 

-15 

101 

5664 

4 

644.7 

33 

11.4 

8.9 

7.0 

8.2 

20893 

m 

128 

SCECORP 

1  7333 

-9 

110 

8345 

6 

721.5 

6 

8.6 

8.7 

8.4 

11.1 

22390 

B 

129 

CORNING 

1  7331 

20 

153 

4799y 

19 

281.3 

NM 

5.9 

NM 

9.6 

12.3 

6023 

m 

130 

TEXAS  INSTRUMENTS 

!  7299 

-1 

120 

10315 

21 

691.0 

45 

6.7 

5.6 

19.8 

22.7 

6989 

%if, 

131 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1  7127 

-4 

119 

5916 

4 

721.2 

14 

12.2 

11.1 

9.5 

12.8 

16717 

132 

KEYCORP 

6971 

-8 

118 

5258y 

4 

853.5 

20 

16.2 

14.0 

NA 

18.4 

66798 

133 

ALUMINUM  CO.  OF  AMERICA 

i  6970 

5 

139 

9904 

9 

443.1 

NM 

4.5 

0.1 

10.6 

12.4 

12667 

m 

134 

MARION  MERRELLDOW 

1  6935 

53 

218 

3060 

9 

438.0 

21 

14.3 

12.8 

19.0 

20.2 

4046 

m 

135 

UNOCAL 

1  6929 

4 

140 

7965y 

-5 

124.0 

-64 

1.6 

4.1 

4,5 

3.3 

9337 

31/2 

136 

MEDTRONIC 

1  6922 

51 

217 

1619 

19 

272.9 

22 

16.9 

16.5 

26.0 

24.0 

1717 

6i;3 

137 

U.S.  HEALTHCARE 

1  6881 

0 

132 

2975y 

12 

391.1 

31 

13.2 

11.3 

46.4 

46.4 

1464 

m 

138 

DEAN  WITTER,  DISCOVER 

I  6861 

12 

150 

5006y 

10 

740.9 

23 

14.8 

13.3 

15.2 

18.4 

28691 

m: 

139 

CHUBB 

1  6826 

6 

144 

5710y 

4 

528.5 

63 

9.3 

5.9 

9.4 

12.3 

20723 

im 

140 

GEORGIA-PACIFIC 

1  6769 

5 

146 

12782 

4 

326.0 

NM 

2.6 

NM 

9.2 

13.2 

10609 

19(57 

141 

CARNIVAL 

1  6710 

_2 

133 

1806 

16 

381.8 

20 

21.1 

20.4 

15.2 

20.3 

3670 

142 

LIN  BROADCASTING 

1  6677 

16 

159 

876 

27 

564.2 

NM 

64.4 

NM 

37.3 

262.2 

3109 

'-jj 

143 

DEERE 

1  6617 

-9 

124 

9409y 

17 

655.0 

112 

7.0 

3.8 

18.4 

25.6 

13471 

il'6i 

144 

DOMINION  RESOURCES 

1  6549 

-6 

128 

4491 

1 

520.0 

-7 

11.6 

12.6 

7,8 

10.3 

13657 

3; 

145 

McDonnell  douglas 

'  6535 

39 

214 

13176 

-9 

598.0 

67 

4.5 

2.5 

12.1 

15.7 

12216 

146 

CHASE  MANHATTAN 

'  6504 

8 

155 

11187y 

-2 

1205.0 

159 

10.8 

4.1 

NA 

15.3 

117065 

147 

AMERICAN  GENERAL 

1  6503 

23 

160 

4926a 

3 

314.0 

-43 

6.4 

11.4 

6,0 

14.8 

46295 

148 

CONSOLIDATED  EDiSON  CO.  OF  N.  Y. 

;  6489 

-7 

129 

6373 

2 

734.3 

12 

11.5 

10.5 

9.3 

13.1 

14049 

149 

SUNTRUST  BANKS 

1  6379 

15 

167 

3239y 

6 

522.7 

10 

16.1 

15.5 

14.7 

14.8 

41627 

150 

MICRON  TECHNOLOGY 

I  6330 

122 

350 

1843 

81 

492.2 

191 

26.7 

16.6 

36.2 

40.7 

1807 

■  'S 
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ZDZ 
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12 
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63/48 
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ZD 

n  Q7 
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ZO 
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t  76 

141 
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Introducing  Solstice'il  It's  the  single  solution  for  managing  all  your  systems  and  your  whole  network, 
too.  No  matter  how  big,  gnarly,  or  heterogeneous  the  whole  thing  gets.  Unlike  the  competition.  Solstice 
gives  you  fully-integrated  system  and  network  management.  From  PCs  to  routers  all  the  way  to  the  data 
center.  And  Solstice  is  fully  scalable,  from  a  few  nodes  up  to  tens  of  thousands  worldwide.  It  works  with 

©1995  Sun  Microsystems,  Inc.  b'in,  the  Sun  logo,  SunSoft,  Solstice  and  Solans  ore  trademarks  of  Sun  Microsystems,  Inc  All  ottier  trademarks  are  property  of  tfieir  respective  owners. 


The  Better 


Dur  existing  hardware  and  software,  which  is  just  one  way  it  lowers  your  operating  costs.  And  best 
f  all,  Solstice  actually  exists.  Right  now.  Find  out  nnore.  Call  1-800-786-0785, 
<t.  180  or  see  us  on  the  Internet  at  http:// www.sun.com/  And  do  it  soon.  Before 

e  whole  enterprise  gets  the  better  of  you.  The  Network  is  the  Computer" 
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NA 

12.6 

1  11846 

m 

179 

ALLTEL 

5381 

5 

182 

2962 

26 

271.8 

4 

9.2 

11.2 

10.3 

16.7 

1  471-2 

m 

180 

PITNEY  BOWES 

5370 

-23 

130 

3271 

9 

348.4 

14 

10.7 

10.2 

NA 

20.0 

1  740C 

45/2 

181 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

5364 

29 

238 

1270a 

7 

218.4 

16 

17.2 

16.0 

22.5 

21.7 

1  140C 

m 

182 

LOWE'S 

5364 

10 

199 

6111 

35 

223.6 

70 

3.7 

2.9 

12.5 

16.2 

3106 

41« 

183 

WM.  WRIGLEYJR. 

5244 

-3 

173 

1597 

12 

230.5 

32 

14.4 

12.2 

33.6 

33.5 

i  97$ 

54/38 

184 

FIRST  BANK  SYSTEM 

5225 

45 

278 

2022 

5 

419.8 

41 

20.8 

15.5 

14.1 

18.8 

i  2621? 

39/30 

185 

R.R.  DONNELLEY 

5213 

9 

205 

4889 

11 

268.6 

50 

5.5 

4.1 

10.8 

13.8 

1  4452 

3427 

49/40 

18G 

READER'S  DIGEST  ASSOCIATION 

5213 

5 

192 

2933 

4 

208.3 

-42 

7.1 

12.6 

NA 

25.8 

218", 

187 

SYSCO 

5201 

4 

189 

11557 

9 

235.0 

11 

2.0 

2.0 

14.1 

18.3 

1  297: 

29/21 

188 

NIKE 

5195 

34 

260 

4100 

6 

323.3 

-3 

7.9 

8.6 

17.7 

17.4 

j  252! 

189 

HERCULES 

5117 

9 

212 

2813 

1 

274.2 

32 

9.7 

7.5 

NA 

21.7 

1  294: 

(i/J2 

190 

MORGAN  STANLEY  GROUP 

51 17 

3 

193 

9376 

2 

395.0 

-50 

4.2 

8.6 

30.6 

12.6 

i  11598! 

191 

RUBBERMAID 

[  5111 

5 

201 

2169 

11 

228.1 

8 

10.5 

10.8 

18.0 

17.7 

1  170' 

33/24 

192 

ILLINOIS  TOOL  WORKS 

5107 

5 

200 

3461 

10 

277.8 

34 

8.0 

6,5 

17.2 

19.3 

1  246 

193 

ENTERGY 

5088 

-34 

158 

6018a 

34 

456.4 

-11 

7.6 

11.5 

6.5 

5.8 

1  2281. 

194 

DAYTON  HUDSON 

5051 

-1 

181 

20594a 

9 

433.0 

25 

2.1 

1.8 

9.1 

14.9 

1220: 

-  :d 

195 

NBD  BANCORP 

5008 

8 

216 

3399y 

10 

547.3 

14 

16.1 

15.5 

13.6 

16.8 

1  4711 

196 

BURLINGTON  NORTHERN 

1  5002 

-10 

164 

4995 

6 

426.0 

44 

8.5 

6.3 

13.7 

22.8 

759: 

197 

RALSTON  PURINA  GROUP 

1  A 

5759a 

-3 

231.1 

-19 

4.0 

4.8 

17.9 

62.5 

i  379 

^34 

198 

MATTEL 

1  4942 

11 

220 

3205 

19 

255.8 

88 

8.0 

5.0 

20.8 

22.2 

245 

-.9 

199 

DIGITAL  EQUIPMENT 

1  4932 

23 

252 

13777 

1 

-2105.8 

NM 

NM 

NM 

NM 

-67.9 

1  96? 

?18 

200 

BANKERS  TRUST  NEW  YORK 

4928 

-26 

141 

6526 

12 

615.0 

-43 

9.4 

18.3 

NA 

13.6 

1  9701 
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■iiil 

ION 

1  DIVIDENDS 

1  SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

1  i-tylUlN  1  n 

HIGH/ 
lOW 
1 

PRICE 
AS  %  OF 
BOOK 
VALUE 

P-E 
RATIO 

1  VIELD 
1  ^ 

PAYOUT 

% 

TOTAL 
RETURN 

% 

j  lUIIONS 
HOLDING 
1  * 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FV 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
ES! ATION 
$  % 

37/27 

150 

12 

!     A  Q^ 

DU 

11 

1  44 

176 

63.5 

12 

2  30 

2  91 

O  .Uil 

1  7 

Utilities 

34/25 

150 

9 

1        ^  «9 

1          O  .OC. 

oo 

28 

70 

188 

61,7 

12 

2  87 

3  92 

4  14 

2  4 

Banks 

36/27 

149 

13 

1     7  nft 

SQ 
Ot? 

10 

1  38 

185 

48.4 

12 

1  92 

2  71 

^  .OH 

R 
0 . 0 

Utilities 

22/17 

247 

14 

1      2  29 

32 

-8 

358 

69,8 

01 

1 .08 

1.25 

1  AQ 

4  7 

Retailing 

22/15 

195 

NM 

14 

]  50 

312 

64.2 

12 

0  12 

-0  36 

O  Q7 

9«  Q 

ruei 

33/24 

256 

20 

1       9  1  Q 

1  c.. 

H  O 

1 1 

1  75 

197 

72.1 

09 

1  15 

1 .52 

1  J^9 

0.0 

Services 

37/26 

263 

13 

1         H  .^U 

0*4 

27 

1  65 

173 

79.8 

12 

2  24 

2  75 

0 

R  R 
D.  0 

Heaitn  care 

61/42 

103 

13 

1         R  1  ^ 
1          J.  1  O 

o  / 

-6 

1  78 

1 13 

66.5 

12 

-5  54 

4  14 

R  7R 
0.  /  o 

A  A 
D  .*4 

Nonbank  financial 

89/71 

405 

16 

1 

1         O .  OH 

RA 
ou 

2 

1  68 

74 

38.3 

12 

4  52 

5  19 

o.DD 

9  J? 
z  .0 

Nonbank  financial 

85/63 

196 

9 

1      3  69 

26 

1  77 

74 

1 12.6 

12 

6  68 

8  71 

11   1  Q 

A  A 

Banks 

81/37 

351 

22 

76 

1  7* 

76 

141.5 

12 

-3  91 

3  54 

R  91 

111 

Paper 

32/20 

135 

10 

1        ^  AO, 

-3 

1  52 

233 

52.2 

12 

1  1  A 
o .  i  H 

9  R7 

9  AA 

1  9  A 

Banks 

35/30 

185 

1 1 

'     3  80 

42 

13 

I  55 

171 

25.9 

12 

2.83 

3.13 

A9 

1  9 
i  .Z 

Banks 

29/24 

138 

15 

'      6  06 

92 

5 

37 

222 

46.5 

12 

2  45 

1  75 

9  A  1 

1 

0 . 1 

Utilities 

54/41 

548 

29 

23 

1  98 

1 10 

57.9 

12 

1  56 

1  R7 
1  .o  / 

9  9*5 

1  ^ 
i  .0 

Office  equipment 

54/42 

459 

48 

1      0  00 

n 
u 

3 

1  18 

117 

43.3 

12 

VJ.  ou 

1  04 

1  9Q 

ft  R 
0.  D 

Health  care 

32/24 

1304 

16 

1  H.J/ 

/  u 

16 

1  56 

196 

52.1 

12 

1  71 

1  S7 
1  .o  / 

9  1/1 
.  IH 

i  .y 

Consumer  products 

19/13 

100 

23 

1      7  53 

175 

-28 

1  ^2 

457 

79.3 

01 

-0  73 

0  55 

1  97 

1  A  R 
i  D .  0 

Retailing 

48/34 

363 

21 

1          i  .DO 

OH 

18 

!  54 

123 

53.4 

08 

1  98 

2  28 

9  AO 

n  R 
u.o 

l_l__iXL.  ____ 

Health  care 

98/85 

104 

22 

'  1.03 

22 

3 

1  52 

59 

35.9 

12 

9.27 

4.45 

1  Q  A 

i  y  .D 

Nonbank  financial 

40/30 

152 

16 

'       A  79 

74 

8 

1  66 

147 

62.7 

12 

3  09 

9  49 

A  Af-. 

Banks 

50/39 

253 

24 

1      1  99 

48 

5 

I  82 

113 

50.6 

09 

1  76 

2  06 

1  A 
i  .D 

Chemicals 

46/32 

203 

10 

1      2  17 

21 

-17 

1  74 

151 

107.7 

12 

3.33 

3.75 

A  1  7 

A  A 

Automotive 

16/1 1 

342 

NM 

1      ^  29 

286 

9 

34 

357 

75.3 

12 

-0  64 

0  07 

U.OD 

S3  1 
0. 1 

tiectrical 

76/57 

93 

10 

1  4.01 

40 

20 

]  88 

72 

77.3 

12 

3.25 

7.66 

7  Rn 

/  .  DU 

1  1 

i  i  .0 

Nonbank  financial 

43/31 

370 

17 

1        9  QA 

16 

1 

134 

27.0 

12 

2  96 

9  4R 

£l  .HO 

0.  1  D 

0.0 

II  ILL.     _  _  _  _ 

Heaitn  care 

28/21 

100 

15 

1         D .  O  i 

1 

]  59 

214 

48.3 

12 

0  17 

1  66 

9  An 

7  7 

utilities 

20/16 

159 

13 

1      5  55 

72 

12 

1  37 

284 

35.0 

12 

1  40 

1  51 

1   R  1 

A  n 

H.U 

Utilities 

31/24 

333 

20 

1      1  1^ 
1       o  .o  o 

A7 

8 

1  33 

188 

31.1 

12 

1  39 

1  43 

i  .00 

Telecommunications 

46/29 

308 

16 

1       1  1R 

54 

-17 

1  79 

151 

59.5 

12 

2  22 

2  21 

9  AR 

"3  A 
0  .H 

Office  equipment 

50/35 

532 

24 

1      9  i^S 
c. .  oo 

U  i 

33 

1  59 

111 

33.2 

12 

1  78 

2  03d 

9  9A 
.ZD 

9  9 

Chemicals 

41/30 

389 

23 

1      Q  54 

1 3 

2 

1  56 

160 

90.3 

01 

0  90 

1  44 

1  7Q 

R  A 
D.D 

Retailing 

54/38 

762 

23 

1       9  99 

51 

-1 

]  24 

116 

28.4 

12 

1  50 

1  98 

1  Q7 

1  R 
i  .D 

Food 

39/30 

241 

1 1 

'        1  71 

Al 

1 

22 

1  49 

134 

46.7 

12 

2  39 

1  R7 
o .  o  / 

/I  n7 

9  7 

Banks 

34/27 

268 

20 

f        1  ft7 

o  / 

12 

1  75 

152 

37.8 

12 

1  7R 
i  .  /  o 

9  n'3 

"5  n 
o.U 

Services 

49/40 

648 

20 

1     3  48 

68 

10 

1  34 

113 

28.4 

05 

2.16 

2  34 

9  Rn 

Z .  DU 

1  A 

Publishing/Tv 

29/21 

406 

24 

I  1 

1        i . oo 

^7 

6 

1  60 

183 

50. 1 

06 

1  08 

1  1 H 

i  .  I  o 

i  .^u 

1  A 
i  -H 

Food 

77/51 

279 

14 

1        1  1Q 

41 

1  49 

72 

91 .4 

05 

3  96 

5  Old 

R  AQ 
D.DO 

9  S3 

Consumer  products 

45/32 

404 

19 

^7 

o  / 

15 

]  84 

117 

84.8 

12 

1  62 

2  29 

9  /i  A 

R  7 
D.  / 

Chemicals 

71/55 

136 

16 

1        1  7R 

^  -7 

2 

1  77 

76 

67.0 

01 

9  59 

4  18 

A  C\A 
D.U4 

1  n  S3 
1  U.o 

Nonbank  financial 

33/24 

398 

22 

1  l.oO 

O  O 

6 

1  45 

152 

50.5 

12 

1  19 

1  A9 

1  A9 

■5  1 
0.  i 

Manufacturing 

46/37 

355 

18 

'        1  1A 

OA 

6 

1  72 

1 14 

29.6 

12 

1  83 

2  45 

9  s?n 

Z  .OU 

Q  9 
o.Z 

Manufacturing 

34/21 

79 

14 

1        R  HA 
1  o.UH 

1 1  n 

-27 

1  66 

227 

74.1 

12 

2  62 

1  64 

0  Q  R 

Utilities 

87/56 

181 

12 

i        9  1ft 
1       z .  oo 

ou 

1 

85 

72 

1 13.4 

01 

4  99 

5  66d 

6.64 

3.6 

Retailing 

33/27 

154 

9 

(        A  OA 

OO 

13 

]  45 

161 

33.5 

12 

9 

1  AR 
O  .Ho 

3.64 

3.3 

Banks 

67/46 

281 

13 

01 

-9 

1  74 

89 

1 16.0 

12 

3  06 

4  48 

5.17 

4.1 

Transportation 

48/34 

1461 

23 

1^7 

25 

1  49 

104 

42.3 

09 

9  Rf^ 

^1 .  OD 

9  1  9 

2.86 

3.5 

Food 

24/19 

437 

20 

1  0.86 

17 

8 

1  81 

221 

63.8 

12 

0.61 

1.12 

1.63 

6.1 

Leisure 

39/18 

157 

NM 

1  0.00 

0 

15 

56 

147 

191.6 

06 

-1.93 

-15.43 

-0.13  430.8 

Office  equipment 

82/55 

114 

9 

1  6.34 

56 

-19 

73 

78 

101.1 

12 

12.40 

7.17 

8.11 

11.6 

Banks 
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COMPANY 

;  MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

* 

1        i  MIL 

'iRoit 
1994 

im 

AGO 
RANK 

12 

MONTHS 
1994 
SMIL 

CHANGE 
FROM 
1993 

% 

MONTHS 
1994 
SMIL 

CHANGE 
FROM 
1993 

% 

12 

MONTHS 
1994 

% 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

12 

MONTHS 
1994 
SMIL 

201 

SILICON  GRAPHICS 

;  4908 

51 

312 

1761 

40 

174.3 

52 

9.9 

9.1 

NA 

18.6 

1597 

202 

LOCKHEED 

1  4905 

19 

244 

13130 

0 

445.0 

5 

3.4 

3.2 

11.0 

16.5 

9025 

208 

NUCOR 

1  4902 

-3 

186 

2976 

32 

226.6 

84 

7.6 

5.5 

16.5 

21.7 

2002 

204 

DURACELL  INTERNATIONAL 

4883 

1 

202 

1996 

12 

220.8 

67 

11.1 

7.4 

14.8 

17.7 

2454 

205 

BURLINGTON  RESOURCES 

;  4871 

-13 

166 

1055 

1 

154.2 

-40 

14.6 

24.5 

NM 

6.1 

4809 

200 

TEXTRON 

4862 

-5 

180 

9683y 

7 

433.0 

14 

4.5 

4.2 

7.0 

14.5 

20737 

207 

GENUINE  PARTS 

4794 

2 

210 

4858 

11 

288.5 

11 

5.9 

5.9 

18.7 

19.2 

1955 

208 

APPLE  COMPUTER 

4732 

11 

233 

9552 

13 

458.2 

NM 

4.8 

NM 

16.0 

17.9 

5533 

209 

THE  GAP 

4724 

-28 

142 

3573a 

13 

310.8 

45 

8.7 

6.8 

23.6 

23.6 

1948 

210 

HOUSTON  INDUSTRIES 

'<  4719 

-11 

175 

4002 

-7 

440.7 

-2 

11.0 

10.4 

8.6 

11.8 

12249 

211 

CENTRAL  &  SOUTH  WEST 

4693 

-9 

178 

3626 

-2 

412.0 

47 

11.4 

7.6 

9.9 

12.9 

10913 

212 

USX-MARATHON  GROUP 

;  4667 

-6 

196 

12757X 

7 

321.0 

NM 

2.5 

NM 

7.3 

10.0 

10951 

213 

AMR 

i  4638 

-3 

204 

16137 

2 

228.0 

NM 

1.4 

NM 

5.1 

4.6 

20288 

214 

HONEYWELL 

4629 

5 

221 

6057 

2 

278.9 

-13 

4.6 

5.4 

14.1 

15.1 

4886 

215 

COOPER  INDUSTRIES 

;  4589 

4 

225 

4588y 

-4 

292.8 

-2 

6.4 

6.3 

8.5 

9.0 

6400 

216 

MARTIN  MARIETTA 

4587 

4 

227 

9874 

5 

635.6 

41 

6.4 

4.8 

15.3 

25.4 

8844 

217 

CNA  FINANCIAL 

1  4565 

7 

232 

11000 

0 

36.5 

-86 

0,3 

2.4 

NM 

0.7 

44270 

21X 

AMERADA  HESS 

1  4556 

6 

231 

6699y 

14 

73.7 

NM 

1.1 

NM 

NA 

2.4 

8434 

219 

EASTMAN  CHEMICAL 

i  4550 

32 

293 

4329 

11 

336.0 

26 

7.8 

6.8 

14.4 

27.8 

4375 

220 

FIRST  CHICAGO 

4549 

8 

236 

4673 

18 

689.7 

-14 

14.8 

20.4 

20.7 

16.3 

65900 

221 

CORESTATES  FINANCIAL 

1  4364 

16 

334 

2497y 

3 

248.8 

-31 

10.0 

15.0 

8.9 

11.3 

29300 

22- 

CONRAIL 

!  4359 

-12 

197 

3733 

8 

324.0 

38 

8.7 

6.8 

9.1 

10.9 

8296 

22:3 

QUAKER  OATS 

i  4328 

2 

234 

5211 

7 

193.1 

-37 

3.1 

5.3 

20.6 

40.4 

5061 

m 

224 

FREEPORT-McMORAN  COPPER  &  GOLD 

4325 

-14 

176 

1212 

31 

130.2 

115 

10.7 

6.6 

NA 

NA 

3040 

225 

MORTON  INTERNATIONAL 

j  4324 

-16 

179 

3116 

23 

264.5 

71 

8.5 

6.1 

17  0 

18.2 

2642 

226 

BARNETT BANKS 

4293 

5 

246 

3082 

-1 

488.0 

16 

15.8 

13.6 

NA 

16.5 

41278 

227 

TRW 

4265 

-9 

213 

9088 

14 

333.2 

51 

3.7 

2.8 

15.3 

18.6 

5636 

u 

22.^ 

FIRST  FINANCIAL  MANAGEMENT 

4256 

19 

283 

2208y 

25 

160.2 

22 

7.3 

7.5 

NA 

11.7 

3136 

229 

UNION  CARBIDE 

,  4254 

18 

279 

4865 

5 

389.0 

136 

8.0 

3.6 

18.1 

25.1 

5028 

230 

HALLIBURTON 

1  4250 

19 

280 

5741y 

-10 

177.8 

NM 

3.1 

NM 

8.3 

9.6 

5268 

m 

231 

HERSHEY FOODS 

I  4250 

-5 

219 

3606 

3 

184.2 

-38 

5.1 

8.5 

12.9 

12.8 

2891 

232 

FLEET  FINANCIAL  GROUP 

4244 

-5 

222 

4171y 

1 

612.9 

26 

14.7 

11.8 

13.6 

19.5 

46988 

233 

W.R.GRACE 

i  4234 

1 

239 

5093 

16 

83.3 

-38 

1.6 

3.0 

5.1 

5.8 

6231 

It  35 

234 

HOUSEHOLD  INTERNATIONAL 

'  4226 

29 

310 

4603 

3 

367.6 

23 

8.0 

6.7 

NA 

16.0 

34338 

235 

LINCOLN  NATIONAL 

;  4187 

9 

263 

6936y 

-17 

349.9 

-16 

5.0 

5.0 

NA 

11.1 

49330 

m 

236 

WINN-DIXIE  STORES 

1  4177 

10 

266 

11365 

3 

223.9 

-7 

2.0 

2.2 

19.4 

21.0 

2260 

237 

DETROIT  EDISON 

1  4147 

0 

242 

3519 

-1 

419.9 

-20 

11.9 

14.7 

8.0 

11.8 

10993 

in 

238 
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ION  I  DIVIDENDS  |  SHARES  I  EARNINGS  PER  SHARE  I  INDUSTRY  GROUP 

12M0NIH  PRICE  i  1  INSII.  i  I  ANALYSTS' [STIMATES  1 

HIGH/  AS%OF  I  lOIAl  I  lUtlONS  SHRS  TURN-  I  I  1993  1994  1995  VARI  | 

LOW  800K  P-E  YIELD  PAVOUI  RETURN  HOLDING  OUT  OVER  |  ACTUAL  ACTUAL  EST  ATION 

I  VALUE  RATIO  i           %  %  %  1  %  MIL  %  I  FY  1  $  $  $  I 

35/19  523  38  I  0.00  0  45  1  76  142  112.3  I  06  1  0.50  0.91  1.38  2.2  I  Office  equipment 

80/59  182  11  I  2.94  33  22  1  99  63  58.6  f  12  1  6.70  7.00  7.28  1.8  1  Aerospace  &  defense 

72/50  470  22  I  0.32  7  -3  1  72  87  68.3  j  12  1  1.42  2.60  3.68  8.4  |  Metals 

47/37  391  25  |  2.50  62  2  |  47  117  54.3  j  06  |  1.04  1.68  1.93  1.0  |  Manufacturing 

47/33  192  32  |  1.43  46  -9  j  71  127  64.8  j  12  j  1.95  1.20  0.84  60.7  j  Fuel  

58/47  163  11  1  2.56  29  -3  |  68  89  44.3  }  12  j  4.21  4.80  5.36  0.9  |  Conglomerates 

40/34  318  17  1  2.96  49  5  i  66  123  27.9  i  12  i  2.08  2.33  2.58  1.2  |  Services 

48/25  185  15  1  1.22  18  10  I  52  120  439.7  I  09  I  0.73  2.61  4.37  8.2  I  Off  ice  equipment 

49/29  359  15  |  1.48  22  -28  I  44  146  129.4  I  01  1  1.78  2.16d  2.52  2.8  |  Retailing 

41/30  137  12  j  7.84  90  2  ;  55  123  68.6  |  12  j  3.20  3.32  3.36  3.3  \  Utilities  

28/20  154  12  i  6.98  83  -4  !  44  191  45.8  j  12  j  1.39  2.08  2.11  2.8  |  Utilities 

19/16  148  15  i  4.18  62  -2  |  62  287  48.1  |  12  |  -0.04  1.10  0.81  22.2  \  Fuel 

64/48  132  27  i  0.00  0  -3  i  86  76  172.7  \  12  i  -2.05  2.26  6.14  13.2  i  Transportation 

38/28  250  17  [  2.75  47  12  |  73  127  67.7  1  12  i  2.40  2.15  2.47  0.8  |  Electrical 

42/32  172  19  I  3.36  63  6  I  66  117  60.6  I  12  I  2.75  2.10  2.64  7.2  I  Electrical  

51/41  202  8  1  2.01  16  6  I  71  96  55.6  |  12  |  4.25  6.00  4.67  3.4  1  Aerospace  &  defense 

74/60  102  NM  ■  0.00  0  7  I  NA  52  19.3  I  12  I  4.26  0.51  3.88  33.2  |  Nonbank  financial 

53/44  146  62  |  1.22  76  7  j  64  93  50.5  |  12  |  -3.22  0.79  1.12  35.7  |  Fuel 

56/40  377  14  i  2.92  40  35  i  69  83  83.1  i  12  j  NA  4.05  4.86  6.0  \  Chemicals 

56/43  116  7  1  4.35  31  8  j  72  90  92.0  j  12  j  8.78  7.04  6.78  4.0  j  Banks  

30/23  198  17  I  4.51  78  20  I  59  145  48.7  1  12  1  2.80  1.75  3.36  3.9  1  Banks 

63/48  156  16  I  2.72  42  -9  I  86  79  108.8  1  12  1  2.51b  3.56  4.60  5.2  1  Transportation 

43/30  925  19  I  3.52  68  5  I  50  134  144.9  1  05  |  1.97  1.68  1.86  2.7  |  Food 

27/20  1158  55  [  2.86  158  -14  j  19  206  27.4  |  12  j  0.16  0.38  0.86  16.3  |  Metals 

37/26  297  19  j  1.50  29  -15  ;  69  148  82.6  j  05  j  0.86  1.51  1.92  2.5  j  Chemicals  

48/37  151  9  I  3.70  34  10  |  55  97  66.2  1  12  |  4.10  4.79  5.18  2.7  |  Banks 

75/61  239  13  1  3.04  40  -7  |  55  65  45.5  |  12  i  3.39  5.05  5.93  4.0  i  Conglomerates 

71/52  311  27  1  0.14  4  18  1  88  62  72.3  1  12  I  2.10  2.56  3.04  1.6  !  Nonbank  financial 

36/22  282  13  1  2.62  33  23  I  65  149  128.3  I  12  1  0.97b  2.27  3.20  10.3  I  Chemicals 

38/28  230  24  j  2.68  64  22  I  77  114  100.5  I  12  j  -1.43  1.56  1.59  11.3  !  Fuel  

52/41  295  23  ]  2.65  51  -2  I  30  87  35.4  !  12  |  3.31  2.12  3.35  0.9  ;  Food 

41/30  138  8  I  5.14  43  0  |  58  136  105.4  ]  12  |  3.01  3.75  4.46  4.7  j  Banks 

46/35  295  51  i  3.11  159  4  i  83  94  44.5  |  12  i  1.46  0.88  3.46  2.0  i  Chemicals 

44/29  199  12  1  2.88  36  30  |  70  97  68.3  |  12  i  2.91  3.52  4.17  1.9  i  Nonbank  financial 

44/35  139  12  I  4.26  51  3  !  68  104  45.9  j  12  I  4.06  3.37  4.13  4.4  !  Nonbank  financial 

58/43  392  19  I  2.79  54  13  I  15  75  15.7  I  05  1  3.11  2.90  3.22  0.9  I  Food 

30/24  125  11  1  7.20  77  9  j  36  145  56.0  1  12  |  3.34  2.57  2.71  4.8  j  Utilities 

79/49  320  15  j  0.67  10  -23  j  76  68  94.4  |  12  |  3.82  4.00  4.51  2.7  |  Chemicals 

29/24  167  10  j  4.61  47  14  {  66  148  46.3  j  12  |  2.41  2.70  2.95  2.0  |  Banks 

50/38  149  10  I  3.08  29  21  j  80  84  61.6  j  12  \  4.92  5.12  5.06  4.2  |  Nonbank  financial 

51/41  154  10  1  3.96  39  20  |  36  81  49.6  |  12  |  4.55b  5.11  5.60  1.8  1  Banks 

39/18  480  26  I  0.00  0  32  I  91  114  450.0  1  12  1  0.77  1.39  1.76  4.0  1  Telecommunications 

51/41  249  15  1  5.88  89  -7  I  9  96  5.4  I  12  |  2.23  2.80  3.43  5.5  1  Chemicals 

70/45  235  26  \  2.50  65  -18  |  78  75  89.3  \  12  |  3.19  2.10  4.86  4.3  |  Consumer  products 

29/23  156  14  |  5.40  87  7  |  33  147  36.5  j  12  |  2.10  2.03  2.36  2.5  ;  Utilities  

38/25  1017  35  |  0.00  0  18  j  85  114  55.9  \  01  |  0.77  l.OOd  1.27  1.6  |  Office  equipment 

55/41  330  21  i  1.23  26  11  i  64  83  106.2  i  10  i  2.03  2.32  2.66  1.9  i  Services 

36/21  180  21  I  2.87  59  -26  I  57  160  73.2  1  12  I  1.45  1.22  2.06  4.9  i  Consumer  products 

25/12  329  20  1  0.47  10  39  1  65  188  132.5  I  12  1  1.81  1.05  1.14  5.3  I  Transportation 

72/50  1601  17  I  0.62  11  6  |  96  61  124.3  1  12  1  4.08  3.74  3.58  9.2  I  Publishingm/ 
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— o 

o.u 

p,  Q 

7  4 

8  5 

5527 

O  U  U IVI 

]  3439 

83 

486 

D 

_AR  9 

IN  IVi 

NM 

10  2 

-10  3 

-13  8 

631  - 

MFI  UIM  F 
IVICLV  ILLL 

1  3431 

-16 

245 

1  1  9ftf^ 

Q 

c3 

7 
—  / 

9  7 

"3  9 

1  A  9 

13  1 

4735 

zy  J 

Mil  TflM  UflTFI  Q 

niLlun  nuicLo 

i  3379 

-3 

292 

I  Duoy 

Q 

191  7 

1  Q 

ft  1 

o.  1 

1  A 
/  .H 

7  A 

/  .o 

1 1  1 
11.1 

2926  • 

298 

NEWMONT  GOLD 

1  3376 

-29 

209 

597 

83.4 

-26 

14.0 

18.8 

NM 

9.2 

1657  . 

299 

DOVER 

1  3374 

-4 

287 

3085 

24 

202.4 

28 

6.6 

6.4 

17.8 

20.4 

207r 

3C0 

INGERSOLL-RAND 

3363 

-17 

249 

4507 

12 

211.2 

29 

4.7 

4.1 

13.1 

14.5 

3597 
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ION 

1  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONIH 
HIGH/ 
LOW 
$ 

AS%OF 

eooK 

VALUE 

P-E 
RATIO 

]  YIELD 
-J  

PAVOUI 

■i. 

TOTAL 
RETURN 

% 

TWONS 
HOLDING 

% 

SHRS 
OUT 
Mil 

TURN- 
OVER 

% 

FY 

ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' 
1995 
EST 
i 

"SIlMATtS 
VARI- 
ATION 

49/33 

643 

20 

1  3.33 

68 

-16 

76 

105 

87.9 

04 

1.54 

1.84d 

2.15 

3.7 

Nonbank  financial 

35/26 

178 

9 

1  4.39 

40 

13 

41 

127 

52.9 

12 

3.07 

3.40 

3.59 

2.0 

Banks 

28/19 

450 

15 

1  2.73 

41 

31 

78 

149 

75.1 

12 

1.38 

1.77 

2.26 

4.9 

Banks 

62/44 

243 

1 1 

1  2.39 

27 

-11 

60 

78 

62.8 

12 

2.57 

4.40 

5.12 

4.5 

Automotive 

64/54 

2190 

15 

1  3.56 

53 

1 

87 

69 

88.4 

12 

3.46 

3.75 

4.26 

1.9 

Consumer  products 

23/15 

6456 

NM 

]  0.37 

44 

-17 

19 

206 

11.1 

12 

0.27 

0.15 

0.33 

54.5 

Publishing/TV 

35/21 

700 

16 

1  0.00 

0 

34 

72 

122 

174.2 

12 

0.74 

2.01 

1.67 

4.2 

Electrical 

55/36 

376 

18 

1  0.00 

0 

-3 

90 

84 

407.5 

10 

1.21 

2.51 

3.60 

3.9 

Manufacturing 

38/31 

167 

13 

1  6.44 

81 

9 

27 

102 

38.5 

12 

2.77 

3.01 

2.94 

3.7 

Utilities 

31/22 

690 

34 

i  0.00 

0 

-6 

41 

146 

55.5 

08 

0.59 

0.78 

0.96 

1.0 

Retailing 

65/51 

179 

14 

1  3.30 

47 

0 

81 

71 

142.1 

12 

2.55 

3.81 

7.59 

15.4 

Metals 

55/43 

343 

19 

j  0.77 

15 

1 

53 

74 

70.4 

05 

1.58 

2.70 

3.25 

2.5 

Manufacturing 

43/28 

133 

NM 

1  0.49 

53 

31 

86 

93 

82.7 

12 

-1.75 

0.38 

4.44 

14.0 

Paper 

25/21 

166 

19 

6.98 

132 

8 

54 

155 

43.4 

12 

-0.39 

1.30 

2.11 

2.8 

Utilities 

53/35 

104 

NM 

1  1.78 

DEF 

-26 

74 

106 

85.7 

12 

7.34 

-3.98 

3.01 

32.6 

Nonbank  financial 

43/34 

279 

29 

1  0.00 

0 

13 

56 

89 

59.7 

12 

2.08 

1.47 

2.80 

7.9 

Containers 

25/19 

244 

10 

1  3.30 

34 

-6 

70 

184 

70.9 

10 

0.92 

1.98 

1.18 

8.5 

Manufacturing 

69/53 

261 

15 

j  2.64 

39 

1 

71 

58 

48.1 

12 

1.74 

3.79 

4.47 

4.5 

Chemicals 

32/25 

512 

21 

1  0.90 

19 

7 

49 

123 

45.0 

12 

1.27 

1.51 

1.73 

5.8 

Leisure 

26/16 

373 

21 

1  0.00 

0 

21 

71 

161 

108.5 

12 

0.55 

1.10 

1.31 

5.3 

Health  care 

55/46 

148 

10 

1  3.66 

37 

12 

62 

69 

36.7 

12 

5.44 

5.45 

5.75 

2.4 

Nonbank  financial 

25/19 

350 

19 

1  1.68 

32 

21 

68 

158 

53. 1 

12 

1.05 

1.24 

1.44 

1.4 

Manufacturing 

21/14 

NEG 

NM 

1  0.59 

DEF 

-22 

69 

239 

111.3 

12 

-0.46 

-0.32 

-0.29 

44.8 

Publishing/TV 

36/22 

684 

18 

0.00 

0 

45 

32 

105 

47.3 

12 

1.02 

2.02 

2.42 

3.7 

Food 

38/29 

215 

13 

1.22 

16 

29 

57 

100 

40.7 

12 

2.32 

2.84 

3.26 

1.5 

Nonbank  financial 

69/50 

320 

62 

1  1.52 

95 

24 

60 

55 

59.4 

09 

-0.04 

1.10 

3.63 

1.4 

Conglomerates 

65/49 

358 

18 

1  2.00 

36 

-2 

58 

67 

52.5 

12 

2.36b 

3.07 

3.46 

3.8 

Publishing/TV 

51/26 

566 

27 

1  0.00 

0 

-27 

74 

102 

179.5 

12 

0.89 

1.32 

1.73 

4.0 

Leisure 

81/54 

175 

13 

1  0.00 

0 

-13 

83 

56 

101.3 

05 

3.65 

4.98d 

5.81 

4.5 

Transportation 

25/21 

133 

13 

1  6.20 

79 

12 

40 

148 

42.6 

12 

1.85 

1.93 

2.05 

2.9 

Utilities 

52/42 

199 

31 

j  3.03 

93 

10 

.76 

70 

57.4 

12 

0.72 

1.68 

4.94 

15.4 

Paper 

25/19 

271 

NM 

0.32 

DEF 

15 

19 

145 

44.9 

09 

1.22 

-0.01 

1.61 

2.5 

Food 

27/19 

525 

34 

1  0.00 

0 

-5 

70 

152 

88.2 

12 

0.45 

0.59 

0.90 

2.2 

Retailing 

35/29 

158 

1 1 

1  3.68 

41 

8 

48 

102 

22.1 

12 

2,81 

3.14 

3.37 

2.1 

Nonbank  financial 

53/35 

241 

17 

1  1.56 

27 

36 

93 

67 

66.0 

09 

2.71 

3.05 

3.48 

2.3 

Health  care 

77/63 

426 

17 

1  3.40 

59 

3 

69 

50 

58.4 

12 

0.23 

4.10 

t 

t 

Publishing/TV 

28/23 

171 

10 

1.96 

20 

5 

77 

143 

65.7 

01 

1.85 

2.42 

2.24 

3.1 

Food 

32/24 

133 

21 

j  5.95 

127 

12 

63 

115 

71.3 

12 

2.55 

1.42 

2.87 

3.5 

Utilities 

50/37 

271 

17 

1  1.18 

20 

9 

52 

82 

179.5 

01 

1.71 

2.47 

2.85 

3.5 

Retailing 

42/28 

233 

19 

1  2.60 

50 

-9 

39 

98 

47.3 

12 

1.48 

1.83 

2.03 

4.4 

Publishing/TV 

60/47 

118 

11 

1  3.56 

39 

-1 

69 

63 

99.0 

12 

5.77 

4.99 

5.79 

2.9 

Nonbank  financial 

37/29 

157 

12 

1  2.54 

30 

5 

73 

98 

46.0 

12 

3.12 

3.02 

4.07 

2.0 

Nonbank  financial 

43/34 

229 

12 

1  1.47 

18 

7 

73 

84 

64.7 

03 

2.72 

3.35d 

3.59 

2.2 

Electrical 

44/33 

160 

19 

5.24 

98 

-1 1 

65 

93 

43.3 

12 

2.03 

1.97 

2.23 

5.4 

Utilities 

53/20 

1049 

24 

j  0.00 

0 

72 

85 

66 

1008.7 

05 

-0.46 

2.14d 

2.69 

4.8 

Office  equipment 

42/30 

155 

12 

1  4.68 

55 

-12 

86 

106 

48.9 

12 

3.00 

2.75 

3.15 

4.1 

Retailing 

74/50 

307 

28 

1  1.71 

48 

-2 

40 

48 

93.5 

12 

2.14 

2.52 

3.22 

2.5 

Leisure 

460 

50 

1  1.37 

69 

M  A 
IN  A 

yb 

1  o.U 

1.08 

0.70 

0.96 

17.7 

Metals 

67/50 

341 

17 

1.75 

29 

-1 

64 

57 

39.8 

12 

2.77 

3.54 

4.09 

5.4 

Manufacturing 

40/30 

230 

■  16 

1  2.32 

37 

-15 

65 

106 

50.2 

12 

1.56 

2.00 

2.51 

5.6 

Manufacturing 
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COMPANY 

1  MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSET! 

1* 

1  IMIL 

CHANCE 
FROM 
1994 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 

SMIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 
5MIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12 

MONTHS 
1994 

5  MIL 

301 

PANHANDLE  EASTERN 

1  3355 

4 

385 

4585 

7 

225.2 

31 

4.9 

4.0 

10.0 

12.8 

7508 

302 

EMC 

1  3354 

-8 

276 

1378 

76 

250.7 

97 

18.2 

16,2 

28.6 

40.6 

1317 

^. 

303 

GEICO 

1  3338 

-11 

268 

2716 

3 

208.9 

-27 

7.7 

10.9 

12.5 

14.2 

4998 

.» 

304 

ENRON  OIL  &  GAS 

3335 

-3 

294 

572 

1 

148.0 

7 

25.9 

24.3 

NM 

14.5 

1856 

'A 

305 

FIFTH  THIRD  BANCORP 

1  3333 

10 

347 

1178 

13 

244.5 

19 

20.8 

19.9 

19.4 

17.5 

14957 

SJ 

306 

VF 

j  3305 

0 

308 

4972 

15 

274.5 

11 

5.5 

5,7 

14.2 

15.6 

3336 

54 

307 

COMERICA 

3303 

6 

326 

2419 

15 

387.2 

14 

16.0 

16.2 

9.1 

16.2 

33430 

31f 

308 

HEALTHTRUST 

3289 

43 

422 

3318 

37 

184.3 

31 

5.6 

5,8 

9.8 

17.1 

4007 

37/ 

309 

WELLPOINT  HEALTH  NETWORKS 

1  3271 

-4 

296 

2792y 

14 

213.2 

14 

7.6 

7.6 

15.9 

15.8 

2386 

■W 

310 

MEAD 

!  3257 

25 

387 

4558 

8 

89.6 

-6 

2.0 

2.3 

5.4 

4.1 

4863 

W 

311 

PENNSYLVANIA  POWER  &  LIGHT 

3215 

-12 

271 

2725 

0 

244.3 

-30 

9.0 

12.8 

6.5 

8.6 

9432 

& 

312 

BANK  OF  BOSTON 

3210 

30 

402 

4317 

32 

441.9 

61 

10.2 

8.4 

NA 

15.4 

44630 

313 

EQUITABLE 

1  3186 

-4 

304 

6447y 

-1 

323.9 

38 

5.0 

3.6 

1.1 

11.3 

103607 

314 

OHIO  EDISON 

3185 

2 

323 

2368 

0 

308.9 

917 

13.0 

1.3 

5.9 

12.2 

8994 

315 

LOUISIANA-PACIFIC 

1  3164 

-34 

206 

3040 

21 

346.9 

36 

11.4 

10.1 

19.1 

19.1 

2716 

tt2 

316 

FRANKLIN  RESOURCES 

1  3156 

-14 

272 

844y 

19 

255.6 

28 

30.3 

28.2 

21.0 

27.5 

1778 

503 

317 

CLOROX 

j  3143 

10 

348 

1907 

10 

190.4 

10 

10.0 

10.0 

18.3 

21.4 

1700 

61/4 

318 

PRAXAIR 

1  3119 

24 

398 

2711 

11 

203.0 

42 

7.5 

5.9 

16.5 

24.2 

3520 

25/1 

319 

LSI  LOGIC 

1  3114 

227 

823 

895 

24 

108.7 

102 

12.2 

7.5 

13.1 

20.0 

1270 

56/1 

320 

SUN 

3113 

-14 

274 

9908y 

5 

97.0 

-66 

1.0 

3.0 

5.7 

5.0 

6500 

35/2 

321 

NEWMONT  MINING 

1    31 10 

-16 

269 

597 

-5 

76.1 

-20 

12.7 

15.0 

NM 

9.2 

1657 

322 

DILLARD  DEPARTMENT  STORES 

!  3108 

-23 

251 

5729y 

8 

251.8 

4 

4.4 

4.5 

9.4 

11.4 

4578 

til 

323 

W.W.GRAINGER 

3102 

-1 

320 

3023 

15 

127.9 

-14 

4.2 

5.7 

12.3 

12.3 

1509 

£915 

324 

REYNOLDS  METALS 

3100 

1 

330 

5013y 

14 

121.7 

NM 

2.0 

NM 

NM 

5.2 

7197 

m 

325 

SHAWMUT  NATIONAL 

3095 

24 

466 

2251 

6 

237.4 

-16 

10.5 

13.3 

NA 

11.4 

32399 

Mi 

326 

UNUM 

3078 

-25 

235 

3624 

7 

154.7 

-50 

4.3 

9.2 

15.7 

8.1 

13127 

5635 

327 

SUN  MICROSYSTEMS 

3035 

20 

383 

5348 

19 

255.4 

36 

4.8 

4.2 

13.8 

14.4 

2981 

3808 

328 

NORTHERN  STATES  POWER 

;  3028 

10 

353 

2487 

3 

243.5 

15 

9.8 

8.8 

8.8 

12.2 

5954 

329 

WISCONSIN  ENERGY 

1  3023 

13 

380 

1742 

3 

182.2 

-6 

10.5 

11.5 

NA 

10.6 

4408 

2823 

330 

COASTAL 

i  3011 

-9 

305 

10215 

1 

232.6 

97 

2.3 

1.2 

8.4 

9.0 

10535 

m 

331 

TORCHMARK 

'  2995 

-4 

321 

1923 

-12 

268.9 

-10 

14.0 

13.7 

15.6 

23.0 

8404 

«32 

332 

FLORIDA  PROGRESS 

1  2986 

13 

381 

2772 

13 

222.2 

6 

8.0 

8.5 

8.0 

10.7 

571S 

!;25 

333 

GENERAL  DYNAMICS 

i  2977 

2 

344 

3058 

-4 

223.0 

-17 

7.3 

8.5 

15.2 

17  4 

2672 

("38 

334 

PRICE/COSTCO 

2968 

-32 

229 

16829y 

8 

196.4 

61 

1.2 

0.8 

8.9 

11.3 

4811 

:n2 

335 

REEBOK  INTERNATIONAL 

!  2965 

7 

357 

3280 

13 

254.5 

14 

7.8 

7.7 

24.6 

26.4 

164? 

33(; 

WILLAMETTE  INDUSTRIES 

1  2958 

-6 

318 

3008 

15 

177.6 

61 

5.9 

4.2 

9.9 

13.4 

3031 

is  SO 

337 

DELTA  AIR  LINES 

2935 

18 

400 

12198 

0 

-273,7 

NM 

NM 

NM 

NA 

-22.3 

1194C 

i840 

338 

KROGER 

2908 

12 

391 

22959 

3 

268.9 

57 

1.2 

0,8 

29,2 

NM 

450: 

339 

KNIGHT-RIDDER 

1  2903 

-8 

322 

2649 

8 

170.9 

15 

6.5 

6.0 

12.1 

14.0 

244"> 

340 

ADVANCED  MICRO  DEVICES 

2898 

46 

473 

2135 

30 

305.3 

33 

14.3 

13.9 

16.9 

17.0 

244( 

341 

HARCOURT GENERAL 

j  2892 

7 

368 

3171y 

6 

103.4 

5 

3.3 

3.3 

NA 

9.9 

324: 

nT 

342 

LDDS  COMMUNICATIONS 

I  2886 

-11 

314 

1668a 

73 

155.9 

505 

9.3 

2.7 

7,8 

7,4 

278; 

'•a 

343 

SHERWIN-WILLIAMS 

1  2876 

-8 

325 

3100 

5 

186.6 

13 

6.0 

5,6 

17.5 

17.7 

192' 

;3o 

344 

WASHINGTOK  POST 

2873 

1 

349 

1614 

8 

169.7 

10 

10.5 

10.3 

14,9 

15.3 

169: 

345 

PIONEER  HI-BRtn  INTERNATIONAL 

j  2853 

-13 

309 

1481 

10 

208.5 

58 

14.1 

9.9 

25.0 

27.0 

151( 

::0 

346 

NORTHEAST  UTILITIES 

]  2843 

-2 

319 

3643 

0 

329.9 

34 

9.1 

6.8 

7.1 

12.4 

1058( 

:o 

347 

CABLETRON  SYSTEMS 

i  2837 

-20 

282 

753 

36 

150.0 

36 

19.9 

19.9 

27.7 

27.7 

62t 

348 

CINCINNATI  FINANCIAL 

1  2836 

3 

365 

1500a 

6 

202.2 

6 

13.5 

13.5 

10.1 

10.1 

473. 

349 

SYBASE 

1  2832 

-4 

446 

826 

71 

89.0 

78 

10.8 

10.3 

NA 

22.3 

67, 

3S0 

ALLEGHENY  POWER  SYSTEM 

1  2803 

-1 

355 

2452 

5 

239.8 

3 

9.8 

10,0 

7,7 

10.9 

636. 
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AlPHABETICAl  INDEX  OF  COMPANIES  BEGINS  ON 


ION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONrH 
HIGH/ 
LOW 
$ 

PRICE 

AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

1  VIEIO 

PAYOUT 

lOIAL 
RETURN 

% 

1  INSTI. 
]  TUTIONS 
HOLDING 
1  * 

SHRS 
OUT. 
Mil 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
% 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
EST  AIION 

$  X 

24/18 

190 

15 

1  3.73 

56 

7 

1  53 

149 

56.3 

12 

1.29 

1.51 

1.92 

5.2 

Utilities 

24/13 

544 

15 

1  0.00 

0 

-12 

1  68 

196 

212.3 

12 

0.65 

1.18 

1.41 

5.0 

Office  equipment 

58/48 

227 

16 

2.21 

36 

-5 

1  83 

68 

9.0 

12 

4.01 

2.98 

3.42 

9.7 

Nonbanl^  financial 

25/17 

327 

22 

0.57 

13 

-2 

1  ^'^ 

160 

16.6 

12 

0.87 

0.93 

0.68 

27.9 

Fuel 

55/46 

238 

14 

i  2.41 

33 

12 

]  40 

65 

35.4 

12 

3.28 

3.80 

4.28 

2.8 

Banks 

54/44 

191 

12 

1  2.64 

32 

4 

1  83 

64 

46.7 

12 

3.80 

4.20 

4.63 

3.0 

Consumer  products 

31/24 

138 

9 

1  4.53 

39 

9 

1  57 

117 

48.6 

12 

2.85 

3.28 

3.50 

1.7 

Banks 

37/27 

306 

18 

1  0.00 

0 

28 

1  58 

91 

81.8 

08 

1.62 

1.98 

2.38 

1.7 

Health  care 

37/24 

243 

15 

j  0.00 

0 

-4 

1  15 

100 

23.2 

12 

1.88 

2.14 

2.42 

2.1 

Health  care 

56/39 

149 

36 

1  1.83 

66 

27 

1  77 

60 

91.6 

12 

2.08 

1.52 

4.63 

11.4 

Paper 

25/19 

129 

15 

1  8.05 

118 

-7 

22 

155 

38.8 

12 

2.07 

1.41 

2.02 

5.0 

Utilities 

31/22 

122 

8 

3.59 

29 

33 

1  64 

107 

101.8 

12 

2.28 

3,79 

4.17 

4.1 

Banks 

26/17 

150 

15 

i  0.89 

13 

-3 

i  36 

142 

64.6 

12 

1.09b 

1.53 

1.71 

6.4 

Nonbank  financial 

22/17 

138 

1 1 

1  7.19 

76 

9 

1  35 

153 

37.7 

12 

0.01 

1.97 

2.00 

3.0 

Utilities 

44/26 

174 

9 

1  1.77 

16 

-34 

!  49 

112 

90.2 

12 

2.32 

3.15 

3.53 

8.8 

Paper 

50/33 

339 

13 

1.03 

13 

-12 

1  35 

81 

55.5 

09 

2.12 

3.00 

3.21 

3.1 

Nonbank  financial 

61/47 

354 

18 

1  3.18 

57 

17 

53 

52 

42.6 

06 

3.07 

3.35 

3.76 

0.5 

Consumer  products 

25/16 

372 

16 

1.24 

19 

22 

71 

138 

79.7 

12 

1.06 

1.45 

1.63 

3.1 

Chemicals 

56/17 

572 

28 

0.00 

0 

185 

I  89 

57 

251.6 

12 

1.09 

1.98 

2.98 

4.4 

Electrical 

35/25 

162 

32 

6.18 

198 

-9 

]  56 

107 

56.4 

12 

2.65 

0.91 

2.09 

11.5 

Fuel 

47/33 

475 

52 

1  1.33 

69 

-16 

1  77 

86 

116.2 

12 

0.92 

0.70 

0.95 

31.6 

Metals 

36/25 

141 

12 

1  0.44 

5 

-23 

78 

113 

101.2 

01 

2.14 

2.23 

2.56 

4.3 

Retailing 

69/52 

298 

24 

1  1.31 

32 

0 

62 

51 

51.6 

12 

2.88 

2.50 

3.88 

2.1 

Services 

59/40 

183 

35 

j  2.00 

70 

1 

81 

62 

77.1 

12 

-5.38 

1.42 

4.17 

24.2 

Metals 

26/16 

159 

14 

I  3.43 

47 

24 

j  54 

121 

139.5 

12 

2.44 

1.87 

2.85 

5.3 

Banks 

58/35 

160 

20 

1  2.26 

46 

-19 

1  70 

72 

99.8 

12 

3.96 

2.09 

4.07 

5.9 

Nonbank  financial 

38/18 

171 

16 

i  0.00 

0 

18 

!  80 

95 

402.2 

06 

1.49 

2.02 

2.99 

6.0 

Office  equipment 

47/39 

160 

13 

i  5.83 

76 

16 

30 

67 

35.4 

12 

3.02 

3.46 

3.45 

3.2 

Utilities 

28/23 

177 

17 

1  5.08 

84 

17 

1  33 

109 

30.1 

12 

1.81 

1.67 

2.10 

2.9 

Utilities 

34/25 

126 

14 

1  1.39 

20 

-7 

1  65 

105 

61.8 

12 

1.02 

2.05 

2.37 

4.6 

Fuel 

45/32 

238 

11 

2.67 

30 

0 

j  56 

72 

46.9 

12 

4.01 

3.72 

4.39 

3.4 

Nonbank  financial 

33/25 

151 

14 

6.44 

89 

13 

1  3^ 

95 

44.0 

12 

2.22 

2.28 

2,46 

2.0 

Utilities 

47/38 

232 

13 

2.96 

40 

4 

57 

63 

68.6 

12 

4.27 

3.51 

3.60 

2.5 

Aerospace  &  defense 

22/12 

171 

27 

!  0.00 

0 

-32 

1  54 

218 

133.6 

08 

1.01 

0.51 

1-11 

3.6 

Retailing 

40/28 

308 

12 

i  0.82 

10 

11 

i  81 

81 

75.2 

12 

2.53 

3.02 

3.44 

2.0 

Consumer  products 

58/40 

223 

17 

1  2.01 

33 

-5 

1  62 

55 

110.9 

12 

2.02 

3.23 

6.40 

13.4 

Paper 

58/40 

175 

NM 

0.34 

DEF 

17 

i  73 

51 

140.2 

06 

-10.54 

-10.32 

2.27 

58.2 

Transportation 

27/21 

NEG 

11 

0.00 

0 

9 

j  59 

111 

70.2 

12 

1.60 

2.37 

2,66 

7.1 

Food 

61/47 

237 

17 

j  2.70 

47 

-2 

1  63 

53 

63.8 

12 

2.68 

3.15 

3.48 

3.4 

Publishing/TV 

32/21 

167 

10 

0.00 

0 

41 

1  79 

95 

298.2 

12 

2.30 

3.02 

3.70 

7.3 

Electrical 

40/30 

276 

30 

!  1.72 

52 

8 

'  54 

78 

41.2 

10 

2.08 

1.22 

2.11 

3.3 

Conglomerates 

29/14 

166 

22 

1  0.00 

0 

-14 

!  37 

123 

211.1 

12 

0.85 

1.05cl 

1.38 

2,9 

Telecommunications 

35/30 

272 

16 

1  1.90 

30 

-3 

i  60 

86 

49.4 

12 

1.85 

2.15 

2.39 

1.3 

Housing 

3/222 

258 

17 

1.74 

30 

6 

53 

11 

21.9 

12 

13.10 

14.65 

14.81 

4.7 

Publishing/TV 

39/30 

370 

14 

2.01 

28 

-6 

]  56 

85 

90.2 

08 

1.53 

2,40 

2.35 

1.7 

Food 

25/20 

123 

10 

1  7.74 

77 

5 

1  34 

125 

45.6 

12 

1.60 

2.30 

2.26 

3.5 

Utilities 

53/33 

524 

18 

j  0.00 

0 

-21 

1  67 

72 

143.4 

02 

1.68 

2.24d 

2.75 

2,9 

Office  equipment 

D  / /4d 

142 

14 

1  2.28 

33 

5 

1  33 

50 

18. 1 

1 2 

3.94 

3.90d 

4.13 

3.9 

Nonbank  financial 

57/35 

840 

34 

i  0.00 

0 

-10 

1  63 

70 

514.2 

12 

0.72 

1.21 

1.84 

2,2 

Office  equipment 

25/20 

139 

13 

6.98 

88 

4 

j  39 

119 

46.0 

12 

1.88 

1.86 

1.98 

2.0 

Utilities 

;S  TO  TABLES  APPEAR  ON  PAGE  10? 
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Heated  Mirrors  with  tdt-down 
feature.  When  reverse  gear  is 
engaged,  both  mirrors  auto- 
maticallv  lower  to  show  what's 
directly  behind  the  rear  wheels. 

Smart  Locks  prevent  the  doors 
jrom  being  locked  with  the  engine 
off  and  the  key  in  the  ignition. 

Easy  Entry/ Exit  Driver's  Seat  auto- 
matically moves  back  two  inches 
when  Ignition  key  is  removed. 

Memory  Profile  System  remembers 
two  drivers '  settings  for  12 
functions,  including  steering 
effort,  ride  firmness,  radio 
stations,  seat  and  mirror  positions. 

Four- way  Lumbar  Adjustment  for 
driver  and  front  passenger  Not 
only  inflates/deflates  but  can  also 
he  moved  up  or  down. 

Two-way  Heated  Seats  give  driver 
and  front  passenger  the  choice 
of  cushion  and  seathack,  or  seat- 
back-only  heating,  plus  five 
temperature  settings.' 

Flip-up,  Hands-free  Cellular  Phone.' 

Six-disc  Compact  Disc  Changer 
conveniently  located  mside 
the  console.' 


More  New  Ideas  li( 
Caa  Shake  AI 


V] 


iel\ 


let  an 


LINCOLN  MtRCUHY  DIVISION  '.''^J     M..ron/»ir'  ii  a  ,rn,M„r,IUS  liademarl:      hreuJrnhrrx  N,,«wavrn,  -Opltoml 


Mirror- integrated  Electronic 
Compass' 

Virtual  Image  Instrumentation. 

MicronAir'  Filtration  System 
removes  pollen  and  other  impurities 
as  small  as  three  microns. 

Adjustable  Steering  and 
Suspension  System  lets  the  driver 
choose  jrom  eight  different 
combinations  of  ride  firmness 
and  steering  effort. 

Delayed  Accessory  Power  allows 
operation  of  accessories  for  ten 
minutes  after  the  ignition  is 
turned  off. 

- 14^- watt  JBL  Audio  System  can 
simulate  five  different  acoustic 
environments.' 


I  Our  Cbir^etitXDrs 
ving  Board  At. 

he  New  Lincoln  Continental  surprising  innovations  to  seriously  tax  the  supply  of 

>  the  perfect  balance  of  luxury  and  technology.  Powered    midnight  oil  at  every  other  luxury-car  manufacturer.  For 
the  32-valve  v-8  InTech"  System  which  goes  100,000        more  information,  call  i  800  446-8888. 
les  before  its  first  scheduled  tune-up.  Trimmed  in  fine 


LINCOLN 

ther  and  burl  walnut.  And  loaded  with  enough  What  A   Luxury  Car  Should 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

ASSETS 

/GO 

UOflTKS 
5  M  _ 

FROM  1 
1993 

UOWKS 

5U  . 

FROM 
!e93 

UOflTHS 

12 
MONrHS 
!993 

on 

IHVESiH) 
CAFTfH. 

COUUON 
EQUITY 

i          ii  CH 
1      IIOtfiHS  F 

1  SUIL 

351 

SOUTHERN  PACIFIC  RAIL 

2785 

1 

364 

3143 

8 

247.8 

NM 

7.9 

NM 

15.6 

27.3 

[  4152 

352 

FEDERATED  DEPARTMENT  STORES 

2778 

-8 

335 

8316y 

15 

187.6 

-5 

2.3 

2.7 

5.3 

9.6 

8169 

353 

HASBRO 

2775 

-10 

328 

2670 

-3 

179.3 

-10 

6.7 

7.3 

12.8 

13.3 

;  2378 

354 

PROGRESSIVE 

2768 

14 

409 

2415y 

24 

274.3 

3 

11.4 

13.7 

17.7 

26.5 

4675 

355 

JEFFERSON-PILOT 

2762 

18 

418 

1269 

6 

229.9 

10 

18.1 

17.6 

13.1 

13.1 

6140 

356 

PREMARK  INTERNATIONAL 

2754 

7 

392 

3451 

11 

225.5 

31 

6.5 

5.6 

23.2 

25.3 

2237 

357 

TEMPLE-INLAND 

2738 

-A 

353 

2938 

7 

131.4 

95 

4.5 

2.5 

5.1 

7.5 

12251 

358 

FOOD  LION 

2721 

-A 

354 

7933 

4 

152.9 

NM 

1.9 

0.1 

11.0 

15.5 

2492 

359 

SALLIE  MAE 

2711 

-29 

265 

3057 

17 

412.1 

-27 

13.5 

21.7 

5.4 

31.9 

1  52961 

_ 

60 

COMPUTER  SCIENCES 

2702 

37 

464 

3085 

23 

104.3 

24 

3.4 

3.4 

10.0 

12.1 

1845 

361 

BAKER  HUGHES 

2697 

1 

372 

2487 

-6 

138.5 

94 

5.6 

2.7 

7.7 

7.7 

3032 

362 

MOLEX 

2687 

19 

433 

1050 

17 

107.3 

30 

10.2 

9.2 

11.7 

11.8 

1207 

363 

COCA-COLA  ENTERPRISES 

2673 

17 

423 

6011 

10 

69.0 

NM 

1.1 

NM 

4.7 

5.0 

1  8781 

m 

SERVICE  CORP.  INTERNATIONAL 

2668 

18 

429 

1117 

24 

131.0 

27 

11.7 

11.5 

7.8 

13.5 

5150 

365 

WESTVACO 

2653 

15 

421 

2772 

17 

137.1 

167 

4.9 

2.2 

6.6 

7  2 

4021 

366 

STATE  STREET  BOSTON 

2628 

-7 

356 

1886y 

23 

207.4 

15 

11.0 

11.7 

20.7 

17.1 

21730 

367 

REPUBLIC  NEW  YORK 

2624 

-1 

374 

2347y 

13 

340.0 

13 

14.5 

14.5 

8.6 

15.5 

;  41068 

368 

U.S.  CELLULAR 

2623 

34 

443 

332 

55 

16.4 

NM 

4.9 

NM 

NA 

1.5 

1535 

369 

INTERPUBLIC  GROUP 

2609 

6 

407 

1984y 

11 

115.2 

-% 

5.8 

7.0 

15.3 

17.8 

3033 

S 

70 

TANDY 

2607 

-2 

384 

4944y 

21 

224.3 

15 

4.5 

4.8 

11.7 

12.5 

3244 

L 

371 

KERR-McGEE 

2604 

12 

420 

3353 

2 

90.1 

.  17 

2.7 

2.3 

5.7 

5.8 

3698 

5 

372 

WILLIAMS 

2601 

2 

393 

1751 

-2 

164.9 

-11 

9.4 

10.3 

NA 

9.5 

5211 

3TB 

PET 

2592 

29 

465 

1576 

1 

112.6 

-3 

7.1 

7.4 

15.6 

31.1 

!  1176 

1 

374 

GREEN  TREE  FINANCIAL 

2588 

68 

566 

497 

35 

181.3 

56 

36.4 

31.8 

21.0 

26.5 

1772 

375 

MBIA 

2586 

2 

394 

440 

2 

260.2 

6 

59.2 

57.4 

14.0 

15.2 

;  5264 

376 

ANADARKO  PETROLEUM 

2580 

-1 

385 

483 

0 

41.1 

3 

8.5 

8.3 

3.7 

4.5 

2142 

377 

TENET  HEALTHCARE 

2579 

-1 

390 

2724 

-13 

212.3 

-15 

7.8 

7.9 

15.4 

14.8 

3303  - 

378 

WHEELABRATOR  TECHNOLOGIES 

2561 

-28 

281 

1325 

15 

184.9 

13 

14.0 

14.3 

10.0 

12.9 

3282 

379 

CITIZENS  UTILITIES 

2545 

-15 

337 

817a 

34 

136.8 

12 

16.7 

20.1 

9.5 

12.3 

3353 

80 

INFORMIX 

2541 

67 

573 

459 

33 

66.2 

18 

14.1 

15.9 

23.1 

28.1 

444 

? 

381 

CONTEL  CELLULAR 

2536 

54 

540 

563 

51 

1.9 

NM 

0.3 

NM 

NM 

NM 

\  2176 

382 

USX-U.S.  STEEL  GROUP 

2526 

-13 

327 

6066 

8 

201.0 

NM 

3.3 

NM 

NA 

19.3 

6480 

383 

CHARLES  SCHWAB 

2526 

59 

554 

1065y 

10 

135.3 

9 

12.7 

12.9 

22.5 

30.6 

:  7565 

384 

SOUTHWEST  AIRLINES 

2525 

-48 

208 

2592 

13 

179.3 

16 

5.9 

5.7 

11.7 

14.8 

;  2823 

385 

SAN  DIEGO  GAS  &  ELECTRIC 

2520 

-6 

370 

1982 

0 

143.5 

-34 

7.2 

11.0 

6.7 

9.3 

\  4642 

386 

GREAT  WESTERN  FINANCIAL 

2518 

11 

430 

2998 

0 

251.2 

305 

8.4 

2.1 

NA 

9.3 

42200 

387 

VASTAR RESOURCES 

2516 

NA 

NR 

1658 

9 

149.0 

27 

9.0 

7.7 

18.6 

NM 

\  1654 

388 

ENGELHARD 

2512 

—5 

378 

2386y 

11 

118.0 

508 

4.9 

0.8 

NM 

19.7 

;  1402 

389 

MALLINCKRODT  GROUP 

2505 

-12 

351 

2033 

10 

110.7 

NM 

5.4 

NM 

8.8 

10.6 

I  2515 

90 

SONAT 

2505 

-5 

376 

1774 

2 

141.^ 

-47 

8.0 

15.2 

9.3 

10-0 

3531 

391 

TECO  ENERGY 

2498 

6 

415 

1351 

5  . 

156.7 

2 

11.6 

12.0 

9.9 

14.1 

3312 

392 

CYPRUS  AMAX  MINERALS 

2498 

-10 

361 

2788 

58 

166.0 

66 

6.0 

5.7 

7.1 

5.5 

5407 

393 

MYLAN  LABORATORIES 

2480 

33 

489 

355 

45 

105.0 

36 

29.6 

31.6 

24.5 

24.5 

508 

394 

TELEPHONE  S>  DATA  SYSTEMS 

2476 

8 

434 

731 

31 

60.5 

79 

8.3 

6.1 

4.2 

4.1 

2535 

395 

FREEPORT-McMORAN 

2470 

-9 

367 

1982 

23 

72.6 

NM 

3.7 

NM 

9.3 

NA 

4374 

396 

U.S.  BANCORP 

2466 

-6 

379 

1959y 

-2 

151.5 

7.7 

12.9 

NA 

8.5 

21816 

397 

DANA 

2432 

-11 

366 

6763 

21  1 

228.2 

78 

3.4 

2.3 

14.4 

24.3 

5111 

398 

THERMO  ELECTRON 

2416 

22 

475 

14873 

24 

97.1 

34 

5.5 

6.0 

6.6 

10.1 

3020 

399 

CHIRON 

2414 

-5 

399 

413a 

46  ; 

28.0 

NM 

6.8 

NM 

NA 

5.0 

1010 

too 

HUNTINGTON  BANCSHARES 

2409 

3 

417 

1220y 

-1  ; 

242.6 

2 

19.9 

19.2 

NA 

17.3 

17741 

 — 
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ATION 

1  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 

eooK 

VALUE 

PE 

RATIO 

PAYOUT 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

\ 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
EST  ATION 

$  * 

24/17 

307 

11 

1  0.00 

0 

-15 

58 

156 

51.3 

12 

-0.54 

1.63 

1.28 

7.0 

Transportation 

25/18 

117 

16 

1  0.00 

0 

-8 

5 

126 

146.9 

01 

1.56 

1.41 

1.64 

15.2 

Retailing 

37/28 

206 

16 

1  0.89 

14 

-10 

69 

88 

66.9 

12 

2.22 

2.01 

2.42 

3.7 

Leisure 

41/28 

276 

11 

0.57 

6 

16 

64 

71 

40,4 

12 

3.59 

3.59 

3.10 

2.9 

Nonbank  financial 

157 

12 

]  3.02 

36 

25 

41 

48 

30.2 

12 

4.36 

4.73 

4.48 

2.7 

Nonbank  financial 

48/34 

309 

13 

I  1.85 

24 

9 

11 

64 

94.8 

12 

2.58 

3.39 

3.81 

3.2 

Conglomerates 

57/A3 

156 

21 

1  2.21 

46 

-3 

11 

56 

68.9 

12 

1.21 

2.35 

4.97 

12.7 

Containers 

7/5 

275 

18 

1  1.68 

30 

-3 

6 

484 

19.6 

12 

0.01 

0.32 

NA 

NM 

Food 

46/31 

216 

7 

1  4.01 

29 

-15 

90 

74 

136.1 

12 

6.41 

5.03 

4.57 

5.9 

Nonbank  financial 

53/35 

312 

24 

!  0.00 

0 

26 

11 

55 

77.7 

03 

1.77 

2.09d 

2.50 

2.0 

Office  equipment 

22/17 

165 

23 

2.41 

54 

3 

68 

141 

101.0 

09 

0.34 

0.85 

0.72 

5.6 

Fuel 

36/24 

294 

28 

0.12 

3 

19 

24 

80 

40,1 

06 

0.95 

1.20 

1,47 

1.4 

Electrical 

22/16 

203 

39 

i  0.24 

10 

16 

36 

130 

23.0 

12 

-0.11 

0.52 

0.61 

8.2 

Consumer  products 

29/23 

277 

19 

[  1.49 

28 

7 

70 

95 

52.2 

12 

1.24 

1.51 

1.73 

2.3 

Services 

40/30 

140 

25 

1  2.78 

71 

18 

64 

67 

47.4 

10 

0.85 

1.55 

3.34 

12.6 

Paper 

43/28 

216 

12 

1  2.01 

24 

-13 

67 

82 

121.2 

12 

2.36 

2.70 

2.99 

3.0 

Banks 

52/42 

133 

9 

2.65 

24 

1 

47 

53 

44.8 

12 

5.05b 

5.61 

5.99 

2,7 

Banks 

34/22 

240 

NM 

0.00 

0 

19 

14 

79 

8.9 

12 

-0.45 

0.21 

0.39 

53.8 

Telecommunications 

36/28 

403 

22 

1  1.64 

37 

6 

81 

76 

41.2 

12 

1.67 

1.53 

2.12 

1.9 

Services 

52/31 

175 

15 

1.61 

25 

9 

73 

58 

130.3 

12 

2.48 

2.91 

3.60 

3.6 

Consumer  products 

51/40 

169 

29 

1  3.02 

87 

16 

72 

52 

50.8 

12 

1.57 

1.74 

2.46 

11.0 

Fuel 

33/22 

158 

19 

1  3.76 

71 

20 

83 

90 

139.5 

12 

2.20 

1.52 

2.32 

4.3 

Utilities 

26/16 

716 

22 

1.40 

32 

32 

60 

101 

113.3 

06 

1.06 

1.14 

1.15 

4.3 

Food 

39/22 

379 

15 

1  0.65 

10 

67 

84 

68 

108.9 

12 

1.81 

2.61 

3.13 

2.2 

Nonbank  financial 

63/47 

151 

10 

i  2.00 

20 

4 

85 

42 

81.6 

12 

5.80 

6.18 

6.52 

2.5 

Nonbank  financial 

59/36 

289 

63 

1  0.68 

43 

-1 

75 

59 

144.1 

12 

0.70 

0.70 

0.79 

38.0 

Fuel 

20/13 

180 

13 

0.00 

0 

-1 

78 

166 

123.2 

05 

1.29 

1.21d 

1.38 

8.0 

Health  care 

21/13 

179 

14 

1  0.73 

10 

-27 

30 

186 

39.5 

12 

0.86 

0.97 

1.11 

3.6 

Utilities 

16/12 

229 

17 

0.00 

0 

-16 

5 

196 

9.8 

12 

0.67 

0.75d 

0.80 

2.5 

Utilities 

39/14 

1077 

39 

1  0.00 

0 

61 

87 

67 

458.5 

12 

0.83 

0.98 

1.34 

3.7 

Office  equipment 

25/13 

NEG 

NM 

i  0.00 

0 

54 

6 

100 

17.0 

12 

-0.75 

0.02 

0.09 

233.3 

Telecommunications 

43/30 

277 

14 

1  3.01 

43 

-17 

67 

76 

124.6 

12 

-2.96b 

2.33 

5.16 

10.9 

Metals 

46/24 

571 

19 

0.81 

16 

52 

47 

57 

110.5 

12 

2.09 

2.32 

2.56 

7.0 

Nonbank  financial 

36/16 

208 

14 

1  0.23 

3 

-48 

56 

143 

149.0 

12 

1.05 

1,22 

1.17 

8.5 

Transportation 

23/18 

172 

18 

1  7.03 

130 

1 

17 

117 

25.8 

12 

1.81 

1.17 

1.91 

2.6 

Utilities 

21/15 

103 

11 

1  4.91 

54 

15 

85 

134 

60.3 

12 

0.28 

1.69 

1.87 

10.7 

Nonbank  financial 

30/22 

NEG 

21 

1  0.29 

6 

NA 

16 

97 

NA 

12 

NA 

1.21 

1.38 

29.0 

Fuel 

32/21 

420 

21 

1  1.82 

39 

-2 

54 

95 

56.9 

12 

0.17 

1.23 

1.47 

5.4 

Chemicals 

38/28 

241 

24 

i  1.71 

41 

-10 

81 

77 

89.7 

06 

-1.48 

1.38 

2.37 

1.7 

Health  care 

35/26 

177 

18 

i  3.72 

67 

-1 

70 

86 

74.0 

12 

3.05 

1.62 

1.83 

12.6 

Utilities 

22/18 

230 

16 

1  4.70 

77 

10 

38 

116 

27.6 

12 

1.30 

1.32 

1.52 

3.3 

Utilities 

33/23 

109 

17 

!  2.96 

50 

-8 

61 

93 

100.6 

12 

1.85 

1.59 

3.22 

22.7 

Metals 

31/16 

578 

22 

i  0.64 

14 

33 

42 

79 

151.2 

03 

0.93 

1.43d 

1.64 

9.1 

Health  care 

50/36 

171 

43 

0.79 

34 

1 

67 

54 

45.7 

12 

0.67 

1.07 

1.27 

5,5 

Telecommunications 

21/16 

NEG 

49 

1  0.00 

0 

0 

62 

137 

54.2 

12 

-0.74 

0.37 

0.54 

79.6 

Metals 

29/22 

152 

18 

;  3.98 

71 

-2 

52 

98 

83.5 

12 

2.47 

1.40 

2.77 

4.0 

Banks 

31/20 

259 

11 

1  3.41 

36 

-8 

70 

99 

64.9 

12 

1.39 

2.31 

2.66 

3.4 

Automotive 

49/36 

250 

23 

i  0.00 

0 

15 

71 

51 

74.5 

12 

1.75 

2.07d 

2.46 

5.3 

Electrical 

82/51 

434 

62 

0.00 

0 

-22 

52 

40 

502.5 

12 

0.55 

0.98d 

1.74 

12.6 

Health  care 

22/17 

172 

10 

4.32 

43 

6 

20 

130 

43.2 

12 

1.85 

1.87 

1.87 

5.9 

Banks 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

r\  L 1  U  i\  ii 

ASSETS 

jMII. 

CHANGE 
FROM 
1994 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
$MiL 

CHANGE 
FROM 
1993 

i; 

MONTHS 
1994 

SMIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 

MONTHS 
1993 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

12  C 
MONTHS 
1994 
SMIL 

401 

WESTERN  ATLAS 

2387 

NA 

NR 

2166 

8 

77.7 

NM 

3.6 

NM 

6.0 

6.2 

2404 

402 

TIMES  MIRROR 

2379 

-46 

226 

3357 

4 

126.2 

144 

3.8 

1.6 

NA 

6.6 

4213 

403 

EQUIFAX 

2343 

33 

516 

1422 

17 

120.3 

89 

8.5 

5.2 

25.5 

40.2 

1021 

404 

COOPER  TIRE  &  RUBBER 

2342 

4 

432 

1403 

18 

128.5 

26 

9.2 

8.6 

19.8 

20.5 

1040 

405 

NALCO  CHEMICAL 

2334 

-6 

401 

1346 

-3 

97.1 

-36 

7.2 

11.0 

13.9 

15.7 

1269 

406 

E.W.  SCRIPPS 

2324 

11 

448 

1220 

2 

122.7 

-5 

10.1 

10.8 

11.9 

11.4 

1730 

407 

PALL 

2321 

11 

449 

718a 

6 

101.2 

29 

14.1 

11.5 

16.2 

16.8 

962 

■  2( 

408 

DIAL 

2320 

13 

458 

3547 

18 

140.3 

27 

4.0 

3.7 

14.0 

25.6 

3785 

409 

DELUXE 

2307 

-18 

358 

1748 

11 

140.9 

-1 

8.1 

9.0 

16.0 

17.3 

1256 

110 

UNITRIN 

2306 

8 

445 

1366 

0 

148.4 

56 

10.9 

7.0 

8.4 

8.4 

4570 

53 

411 

PARKER  HANNIFIN 

2297 

33 

525 

2827 

13 

106.8 

66 

3.8 

2.6 

9.8 

10.6 

2045 

.  4S 

412 

GAYLORD  ENTERTAINMENT 

2291 

0 

425 

688 

11 

63.1 

0 

9.2 

10.1 

8.9 

18.7 

1017 

413 

POTOMAC  ELECTRIC  POWER 

2291 

-18 

360 

1823 

6 

227.2 

-6 

12.5 

14.0 

6.2 

10.8 

6966 

414 

TELLABS 

2269 

98 

716 

494 

54 

72.4 

138 

14.7 

9.5 

27.5 

27.2 

390 

415 

BLACK  &  DECKER 

2265 

33 

532 

5248 

8 

127.4 

34 

2.4 

2.0 

8.1 

12.1 

5434 

416 

FOREST  LABORATORIES 

2264 

4 

440 

399y 

16 

94.7 

25 

23.7 

22.1 

15.1 

15.1 

680 

417 

CIRCUS  CIRCUS  ENTERPRISES 

2251 

-30 

311 

1170 

21 

136.3 

17 

11.6 

12.1 

NA 

20.9 

1507 

35 

418 

GOLDEN  WEST  FINANCIAL 

2241 

-15 

377 

1914 

-1 

230.4 

-16 

12.0 

14.2 

4.5 

11.5 

31684 

14 

419 

BROWN-FORMAN 

2234 

14 

416 

1444 

2 

145.2 

-11 

10.1 

11.6 

19.7 

29.1 

1343 

Ji 

120 

DPL 

2233 

9 

455 

1205 

3 

159.5 

8 

13.3 

12.7 

9.6 

13.7 

3233 

n 

421 

MFS  COMMUNICATIONS 

2229 

12 

469 

287 

103 

-151.2 

NM 

NM 

NM 

NM 

-19.7 

1498 

422 

ANDREW 

2227 

170 

914 

579 

28 

49.2 

67 

8.5 

6.5 

15.8 

17.4 

423 

423 

MGIC  INVESTMENT 

2226 

23 

503 

486a 

21 

149.9 

24 

30.8 

30.1 

19.0 

18.6 

1476 

JO 

424 

PARAMETRIC  TECHNOLOGY 

2190 

20 

481 

263 

43 

71.7 

46 

27.3 

26.8 

NA 

29.6 

311 

425 

ADOBE  SYSTEMS 

2186 

27 

634 

598 

15 

6.3 

-91 

1.1 

12.8 

1.9 

1.9 

626 

426 

PENNZOIL 

2185 

-11 

408 

2563y 

0 

-283.7 

NM 

NM 

6.2 

NM 

-23.1 

4716 

427 

NORTHROP  GRUMMAN 

2185 

11 

477 

6711 

33 

35.0 

-64 

0.5 

1.9 

2.8 

2.5 

6047 

m 

428 

AMERICAN  GREETINGS 

2185 

6 

452 

1842 

7 

137.5 

17 

7.5 

6.9 

12.2 

12.8 

1738 

iV 

429 

JEFFERSON  SMURFIT 

2178 

NA 

NR 

3233 

10 

12.3 

NM 

0.4 

NM 

7.6 

NM 

2765 

2JI 

>30 

LUBRIZOL 

2172 

-14 

397 

1599 

5 

175.6 

107 

11.0 

5.6 

19.7 

21.1 

1394 

39'; 

431 

MIRAGE  RESORTS 

2161 

-6 

424 

1254 

32 

124.7 

160 

9.9 

5.0 

11.3 

12.5 

1641 

m 

432 

MANPOWER 

2155 

55 

613 

4296 

35 

83.9 

NM 

2.0 

NM 

NA 

33.5 

1200 

m 

433 

FMC 

2153 

22 

515 

4011 

7 

173.4 

323 

4.3 

1.] 

20.5 

44.2 

3400 

m 

434 

H.F.  AHMANSON 

2152 

4 

454 

3284 

6 

237.4 

NM 

7.2 

NM 

NA 

6.3 

53726 

iy\ 

435 

NEW  ENGLAND  ELECTRIC  SYSTEM 

2144 

-8 

419 

2243 

0 

208.1 

4 

9.3 

9.0 

8.6 

12.6 

4985 

m 

436 

NEW  YORK  TIMES 

2141 

-28 

339 

2358 

17 

213.3 

NM 

9.1 

0.3 

11.3 

NA 

3225 

m 

437 

SHAW  INDUSTRIES 

2141 

-20 

369 

2789 

13 

130.4 

11 

4.7 

4.8 

11.2 

18.2 

1686 

m 

438 

ROADWAY  SERVICES 

2138 

-23 

362 

4572 

10 

19.6 

-84 

0.4 

2.9 

1.9 

1.9 

1949 

439 

CONSOLIDATED  PAPERS 

2138 

7 

467 

1028 

8 

86.7 

35 

8.4 

6.8 

8.6 

9.0 

1500 

140 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

2137 

6 

461 

1717y 

4 

177.6 

NM 

10.3 

NM 

11.8 

19.1 

3505 

:£.?( 

441 

HOMESTAKE  MINING 

2135 

-27 

345 

705y 

-2 

78.0 

49 

11.1 

7.3 

10.8 

13.4 

1217 

ai: 

442 

SIGNET  BANKING 

2133 

3 

453 

1303 

18 

149.8 

-14 

11.5 

15.8 

13.7 

13.5 

12931 

443 

FIRST  OF  AMERICA  BANK 

2129 

-2 

436 

1880y 

5 

220.5 

-11 

11.7 

13.8 

12.0 

14.7 

24569 

444 

NIAGARA  MOHAWK  POWER 

2129 

-20 

375 

4152 

6 

177.0 

-35 

4.3 

6.9 

5.6 

5.5 

9649 

-'•■'ll 

445 

SCANA 

2119 

-1 

444 

1322 

5 

157.2 

-10 

11.9 

13.8 

7.7 

10.7 

4393 

446 

STONE  CONTAINER 

2113 

89 

732 

5749 

14 

-128.8 

NM 

NM 

NM 

NM 

-45.7 

7005 

447 

SONOCO  PRODUCTS 

2108 

-5 

435 

2300 

18 

129.8 

9 

5.6 

6.1 

11.6 

18.3 

1835 

448 

BEAR  STEARNS 

2106 

-14 

371 

3304 

-3 

216.2 

-54 

6.5 

14.0 

NA 

11.2 

66842 

:2i5 

449 

STRYKER 

2104 

34 

559 

682 

22 

72.4 

20 

10.6 

10.8 

13.6 

21.2 

768 

ISO 

CMS  ENERGY 

2102 

8 

480 

3619 

4 

203.0 

22 

5.6 

4.8 

8.7 

16.5 

7380 
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ATION  I  DIVIDENDS  |  SHARES  |  |  EARNINGS  PER  SHARE  |  INDUSTRY  GROUP 

12-MONTH  PRICE  I  I  INSTI-  I  I  ANALYSTS' ESTIMATES  | 

HIGH/  AS%OF  1  TOTAl  I  TUTIONS  StIRS  TURN-  '  >  1993  1994  1995  VARI-  ] 

LOW  BOOK  P-E  YIELD  PAYOUT  RETURN  ]  HOLDING  OUT  OVER  ACTUAL  ACTUAL  EST  ATION 

J  VALUE  RATIO  i  %  %  %  \  X  MIL  %  I  EY  j  $  $  $  %  i  

50/36  191  26  I  0.00  0  NA  i  74  58  64.9  I  12  I  1.77  1.60  1.85  2.2  I  Fuel 

36/18  124  19  I  5.84  110  -18  i  53  129  46.4  1  12  I  1.27  0.98  NA  NM  i  Publishing/TV 

32/23  782  19  |  2.01  38  34  I  62  76  53.8  I  12  |  0.85  1.62  1.88  1.1  ■  Nonbank  financial 

30/22  374  18  |  0.86  16  5  |  68  84  59.8  j  12  |  1.22  1.54  1.73  6.4  |  Automotive 

36/30  423  28  j  2.79  77  -2  \  72  68  50.3  j  12  j  2.03  1.25  2.28  6.1  j  Chemicals  

31/23  216  18  I  1.51  27  5  1  26  80  10.2  |  12  1  1.72  1.61  1.72  1.2  [  Publishing/TV 

20/14  385  23  |  2.09  49  14  1  70  115  59.9  |  07  1  0.68  0.86  0.99  2.0  |  Conglomerates 

25/19  427  16  1  2.40  37  15  I  57  93  69.7  I  12  1  1.28  1.61  1.83  2.2  1  Conglomerates 

34/26  283  16  I  5.29  87  -13  I  62  82  54,5  1  12  1  1.71  1.71  1.90  7.9  I  Office  equipment 

52/39  131  17  j  4.08  68  23  ■  38  47  77.9  i  12  j  1.83  2.96  2.98  7.7  j  Nonbank  financial 

49/34  228  44  I  2.14  93  35  |  78  49  83.0  \  06  \  1.34  1.07  3.67  3.5  ]  Manufacturing 

28/19  680  36  |  1.07  39  -2  |  36  87  30.8  |  12  ]  0.74  0.72  1.01  6.9  \  Publishing/TV 

24/18  117  11  i  8.57  93  -11  \  19  118  59.6  i  12  \  1.95  1.79  1.87  3.2  i  Utilities 

57/25  853  33  1  0.00  0  95  1  72  44  342.1  |  12  [  0.69  1.60  2.01  4.0  1  Telecommunications 

27/17  237  20  I  1.50  29  33  !  70  85  105.6  I  12  !  1.00  1.37  1.71  5.8  I  Manufacturing 

52/40  361  24  |  0.00  0  1  I  75  45  61.7  1  03  1  1.75  2.15d  2.64  0.8  I  Healthcare 

39/20  345  17  |  0.00  0  -30  i  74  86  198.1  j  01  |  1.34  1.59  1.92  2.6  i  Leisure 

44/34  112  10  I  0.89  9  -7  |  74  59  46.3  |  12  ;  4.28  3.71  3.67  10.6  |  Nonbank  financial 

34/26  449  15  i  3.06  46  17  \  42  69  12.5  |  04  ]  2.04  2.17cl  2.42  1.7  |  Consumer  products 

22/18  198  14  j  5.94  81  11  i  34  107  40.2  i  12  |  1.42  1.54  1.58  3.2  i  Utilities 

42/21  290  NM  |  0.00  0  7  ;  24  64  93.1  1  12  I  -0.30  -2.42  -3.58  9.2  I  Services 

58/30  786  34  1  0.00  0  78  1  36  38  118.7  1  09  1  1.09  1.70  2.19  2.7  1  Electrical 

40/25  277  14  I  0.42  6  24  1  72  58  76.4  |  12  |  2.16  2.70d  3.23  1.5  1  Nonbank  financial 

40/22  905  34  |  0.00  0  15  |  91  57  348.4  |  09  |  0.75  1.14  1.49  1.3  |  Office  equipment 

39/22  652  NM  |  0.56  200  23  |  83  61  384.4  |  11  |  1.22  0.10  1.76  5.1  |  Office  equipment 

55/43  178  NM  j  6^33  DEF  ^  |  61  46  55.6  \  12  i  3^0  -6.16  095  74^7  |  Fuel 

47/35  153  62  i  3.61  222  14  i  62  49  68.4  i  12  i  1.99  0.72  4.95  4.6  i  Aerospace  &  defense 

31/26  192  15  1  1.91  28  7  I  81  74  134.0  I  02  1  1.77  2. Old  2.28  2.6  !  Leisure 

23/12  NEG  NM  1  0.00  0  NA  1  49  111  NA  j  12  1  -2.75  0,12  1.54  28.6  I  Containers 

39/29  261  13  ;  2.75  34  -9  |  71  65  66.8  j  12  j  1.25  2.67  2.55  3.5  j  Chemicals  

26/17  216  18  I  0.00  0  -6  I  69  91  114.9  j  12  j  0.58  1,32  1.45  3.4  j  Leisure 

30/18  1180  26  I  0.22  6  57  |  96  74  98.3  ]  12  |  -0.66  1.12d  1.53  4.6  |  Services 

65/45  549  13  |  0.00  0  20  i  67  37  42.0  !  12  '  1.11  4.66  5.50  4.9  \  Manufacturing 

23/15  72  12  i  4.79  56  9  1  92  117  59.5  i  12  i  -1.51  1.58  1.66  14.5  i  Nonbank  financial 

38/29  136  11  I  6.97  75  -1  i  33  65  38.8  !  12  !  2.93  3.07  3.20  1.9  1  Utilities  

28/21  134  10  1  2,60  27  -22  I  52  100  46,6  1  12  i  0,07  2.05  1.25  4.8  I  Publishing/TV 

23/13  296  17  I  1.92  33  -15  j  60  137  108.7  !  12  1  0.81  0.91  1.11  7.2  I  Manufacturing 

73/46  211  NM  j  2.58  280  -21  |  70  39  124.3  \  12  |  3.02  0.50  2.95  5.1  |  Transportation 

52/36  223  25  |  2.65  65  9  |  27  44  33.7  |  12  \  1.46  1.97  3.56  12.4  ]  Paper 

36/28  230  12  j  5.31  64  10  ]  35  65  23.1  |  12  j  -0.68  2.77  2.78  2.5  |  Telecommunications 

23/15  366  27  1  1.29  35  -26  \  46  138  141.1  |  12  |  0.38  0.57  0.69  27.5  |  Metals 

44/27  192  14  1  2.75  39  2  I  56  59  110.5  I  12  I  3.06  2.59  3.20  36,3  !  Banks 

40/30  142  9  1  4.96  46  -3  i  32  63  27.7  |  12  I  4.20  3.69  4.06  5.7  1  Banks 

20/12  82  15  I  7.59  112  -15  j  43  144  84.6  |  12  [  1.71  1.00  1.66  9.6  1  Utilities 

47/41  150  14  j  6.39  88  2  |  44  48  26.2  |  12  j  3.72  3.19  3.64  1.9  j  Utilities  

25/12  382  NM  ]  0.00  0  48  j  63  90  174.1  |  12  j  -4.59  -1.75d  3.32  25.0  \  Containers 

25/20  317  17  I  2.31  40  -2  i  33  87  48.5  |  12  |  1.35  1.40  1.61  3.1  i  Containers 

22/15  123  6  I  3.20  21  -6  1  56  112  76.5  i  06  !  2.86  2.89  1.47  21.8  1  Nonbank  financial 

44/24  616  29  I  0.18  5  34  I  42  48  134.8  1  12  1  1.25  1.50  1.78  1.7  1  Healthcare 

25/20  194  11  1  3.50  40  9  1  57  88  55.4  I  12  I  1.90  2.09  2.28  2.6  1  Utilities 
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ALPHABETICAL  INDEX  OF  COMPANIES  i 

iEGINS  ON  P, 

ION  I  DIVIDENDS  |  SHARES  {  |  EARNINGS  PER  SHARE  {  INDUSTRY  GROUP 

12-MONrH  PRICE  I  I  INSII-  1  1  ANALYSTS' ESTiMAfES  1 

HIGH/  AS%OF  ]  TOTAL  I  TUIIONS  SHRS.         TURN-  I  1  1993  1994  1995  VARI-  | 

LOW  BOOK  PE  VIEIO  PAYOUT  RETURN  HOLDING  OUT           OVER  ACTUAL  ACTUAL  EST  ATION 

$  VALUE  RATIO  j          %  7.  %  I  %  MIL             %  |  FY  1  $  %  %  %  i  

22/12  617  27  I  0.00  0  38  I  25  97      57.3  I  12  1  0.70  0.81  0.97      2.1  1  Healthcare 

25/14  173  8  I  0.00  0  -22  I  78  123  229.9  I  05  I  1.98  2.03d  2.33      6.4  1  Electrical 

26/18  215  15  I  2.75  41  33  I  81  84      93.3  |  02  |  0.30  1.66d  1.90  4.2  I  Healthcare 

47/27  339  22  ]  0.33  7  19  j  97  57  130.2  |  06  |  0.73  1.69  2.67      3.0  [  Nonbank financial 

28/17  263  13  |  0.46  6  14  |  73  96  118.0  j  02  |  1.36  1.69d  2.00  8.0  j  Consumer  products 

26/12  NEG  8  1  0.00  0  NA  |  33  84  119.1  1  12  1  -2.82  2.92  3.00  11.0  1  Transportation 

39/26  274  19  1  2.88  55  23  |  65  55      55.4  1  12  1  1.44  1.97  2.38      2.9  I  Manufacturing 

51/34  413  43  I  0.24  11  29  I  66  42      79.7  1  06  !  NA  1.14  1.97      1.5  1  Healthcare 

30/22  512  20  |  0.59  12  10  I  70  76      80.2  1  12  I  0.25  1.37  1.56      2.6  I  Leisure 

35/25  246  17  j  2.20  37  18  |  83  59      84.6  j  08  \  1.60  2.06  2.54      2.8  j  Automotive  

27/19  310  17  j  2.17  38  28  ;  23  77      17.7  |  10  j  1.31  1.54  1.81      3.3  |  Food 

39/26  261  24  |  0.78  19  -21  j  84  72      91.5  \  06  |  0.97  1.16  1.41      1.4  j  Electrical 

61/45  195  13  i  3.14  41  -14  \  60  41      55.1  i  09  [  3.16  3.80  4.17      3.1  i  Electrical 

26/18  438  19  1  1.84  34  -4  1  18  85      11.9  1  05  !  1.10  1.28d  1.45      2.8  I  Services 

33/26  182  13  j  4.93  63  9  !  53  64      65.6  I  12  I  2.31  2.48  2.57      2.7  I  Utilities  

22/13  156  21  I  3.93  81  -27  I  54  132  123.3  |  01  |  -3.76  0.74d  1.26      9.5  1  Retailing 

37/27  353  25  |  0.55  14  16  i  62  61      88.2  |  01  |  1.06  1.32d  1.60      3.1  |  Retailing 

26/16  142  NM  |  2.44  DEF  32  |  64  82      80.5  |  12  |  -0.40  -0.72  1.08  33.3  |  Paper 

25/19  169  13  i  5.22  66  21  \  49  82      43.6  \  12  i  2.06  1.95  1.99      4.0  |  Utilities 

87/30  361  NM  j  0.00  0  -40  |  94  48  869.0  j  12  j  1.24  -0.44  1.59  15.1  j  Office  equipment 

42/27  300  22  1  2.13  48  -31  1  39  71      29.7  1  11  I  1.86  1.26  2.06     4.9  I  Manufacturing 

57/37  844  36  1  0.51  19  24  I  93  36  243.0  1  06  1  0.99  1.51  2.09      1.9  i  Electrical 

19/15  369  19  1  1.80  34  20  I  75  105      37.4  j  12  1  0.99  1.00  1.30     0.8  |  Conglomerates 

22/18  188  22  |  2.89  63  -1  j  41  96      33.1  |  12  \  1.87  0.95  2.17      2.8  j  Banks 

26/18  372  19  |  0.16  3  18  ;  36  81      46.8  j  12  j  1.01  1.30  1.53      0.7  j  Consumer  products 

45/31  148  11  1  3.40  37  -18  1  64  61      87.3  |  09  1  2.26  2.94  3.23      5.9  1  Fuel 

20/11  209  11  i  0.00  0  14  i  74  116  118.7  i  09  i  -4.72  1.50  1.73      8.1  i  Office  equipment 

33/26  133  11  1  6.36  72  11  1  36  62      51.1  1  12  I  2.76  2.82  2.64      2.3  1  Utilities 

49/39  153  18  1  2.98  55  13  I  61  45      37.0  |  12  I  1.94  2.37  2.05      7.3  I  Fuel 

52/31  194  NM  j  2.97  426  -32  ;  68  59  138.6  I  12  I  2.60  0.23  2.74      5.5  I  Healthcare  

44/35  150  9  I  4.63  43  3  j  75  53     42.6  |  12  |  3.45  4.00  4.00     6.0  |  Nonbank  financial 

44/19  321  33  |  0.00  0  -21  |  NA  62  846.6  |  05  |  0.44  0.95  1.49      2.0  \  Office  equipment 

75/44  451  23  \  0.00  0  36  •  43  28  109.3  i  09  i  2.25  3.02  3.64      1.6  \  Healthcare 

55/45  360  17  i  2.33  39  1 1  i  80  36      50.4  j  12  i  2.79  3.15  3.60      1.9  |  Services 

29/21  336  26  !  1.42  37  23  i  69  68      40.6  !  06  I  1.87  1.08  1.58      3.2  !  Manufacturing 

35/25  147  9  !  4.00  37  0  I  44  64      29.6  I  12  1  3.15  3.22  3.66      1.9  1  Banks 

33/21  3048  9  1  3.75  32  10  j  52  80      94.1  |  12  1  0.06  2.78  4.72  12.9  |  Chemicals 

44/34  229  13  j  0.00  0  -6  [  67  46      93.9  |  12  |  2.62  3.30d  3.59      5.0  |  Services 

21/14  72  19  I  1.10  21  NA  ]  63  106        NA  |  11  |  -3.20  0.94d  1.53  15.0  |  Nonbank  financial 

57/44  258  20  |  2.74  55  12  |  62  36      26.7  \  12  |  2.39  2.67  3.97  11.6  \  Housing  

82/70  107  20  I  0.00  0  -6  1  21  26       6.6  1  12  I  8.67  3.71       NA      NM  |  Publishing/TV 

32/25  153  12  1  6.53  78  9  1  33  62      55.0  1  12  I  2.43  2.57  2.56      2.7  !  Utilities 

25/17  212  15  I  2.52  37  -4  1  71  95      77.0  |  12  |  0.57  1.35  1.71      9.4  I  Leisure 

24/15  78  7  j  11.13  83  -23  |  39  118      99.6  |  12  |  2.15  2.15  2.14      2.8  |  Utilities 

54/36  188  7  j  2.20  16  -5  |  66  42      95.6  |  12  j  4.95  6.11  6.05      9.1  j  Automotive  

26/16  346  26  \  0.00  0  36  j  80  75  102.4  \  10  \  0.59  0.96  1.29      6.2  \  Electrical 

22/16  107  9  i  4.19  39  5  i  68  87      61.4  |  12  i  1.95  2.30  2.02      2.5  i  Utilities 

17/9  455  23  1  0.00  0  51  i  37  116  101.5  1  05  1  0.61  0.70d  0.83      3.6  I  Healthcare 

27/17  537  32  1  0.00  0  2  I  61  82  116.4  1  12  !  0.54  0.71  0.93      6.5  I  Healthcare 

38/15  333  28  1  0.28  8  -38  I  21  87  133.2  1  12  1  1.17  0.77  1.26  10.3  1  Healthcare 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

ASSETS 

SMIl 

CHANGE 
FROM 
1994 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
$MIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 
SMIL 

CHANGE 
FROM 
1993 

% 

MONTHS 
1994 

% 

MONTHS 
1993 

INVESTED 
CAPITAL 

% 

COMMON 
EQUITY 

% 

MONTHS 
1994 
SMIL 

501 

ccDiiioritiiJicTrD 
atKVIutMAo  1  tn 

1864 

-7 

470 

2985 

8 

139.9 

-A 

4.7 

5.3 

26.1 

45.5 

1231 

502 

MtnUUKY  rlNAnbL 

1857 

5 

512 

234a 

31 

81.6 

39 

34.9 

33.0 

20.8 

38.2 

1101 

503 

AUTODESK 

1854 

35 

615 

455y 

12 

56.6 

-9 

12.5 

15.3 

17.4 

17.4 

482 

504 

IN  i  tnNAI  lUNAL  GAmt  Ibl/HNULUbY 

1854 

-49 

275 

684 

27 

135.7 

18 

19.8 

21.2 

22.7 

26.1 

907 

505 

nni  1  AD  PCUCDAI 

UULLAK  UtNtKAL 

1851 

62 

728 

1347a 

29 

62.8 

45 

4.7 

4.2 

22.2 

22.0 

555 

506 

MANUK  OAKb 

1848 

13 

548 

1239 

15 

87.7 

27 

7.1 

6.4 

12.3 

15.1 

1247 

507 

1839 

-19 

431 

1479y 

17 

182.2 

9 

12.3 

13.3 

13.2 

16.1 

18562 

508 

ALLERGAN 

1838 

22 

579 

947 

10 

1 10.7 

6 

11.7 

12.2 

17.2 

18.4 

1060 

509 

KYUtK  oToltM 

1831 

-12 

450 

4686 

1 1 

153.5 

34 

3.3 

2.7 

8.2 

13.9 

4828 

SIO 

u/nDTLi  1  u f^Tn M  lunilCTDirc 
WUKIHInlilUN  iNuUolKlto 

1827 

4 

513 

1409 

19 

99.3 

28 

7.0 

6.6 

17.1 

18.3 

861 

511 

blGMA-ALUKILH 

1819 

-28 

395 

851 

15 

110.3 

3 

13.0 

14.5 

15.8 

16.2 

851 

512 

b  1.  JOt  rArtR 

1815 

11 

547 

685a 

16 

42.1 

247 

6.1 

2.0 

4.1 

4.6 

1530 

513 

SUPERVALU 

1808 

-32 

373 

16360 

2 

52.6 

-71 

0.3 

1.1 

NM 

4.4 

4499 

514 

MCCORMICK 

1797 

3 

522 

1695 

9 

61.2 

-39 

3.6 

6.4 

9.8 

12.4 

1569 

515 

CTA&II  FX/  lAinni/c 

STANLEY  WORKS 

1795 

-7 

485 

2511 

10 

125.3 

35 

5.0 

4.1 

12.9 

16.9 

1701 

516 

D  none  Kt 

1787 

-16 

447 

5626 

2 

-539.0 

NM 

NM 

NM 

NM 

NM 

4014 

517 

MAYTAG                       " ; 

1784 

-4 

491 

3373 

13 

151.1 

195 

4.5 

1.7 

14.2 

20.7 

2504 

518 

CINTAS 

1782 

20 

583 

565 

15 

57.6 

20 

10.2 

9.8 

14.6 

16.9 

527 

519 

HUBBELL 

1779 

-1 

507 

1014 

22 

106.5 

61 

10.5 

8.0 

18.4 

17.9 

1042 

520 

pniiiT  np  TUP  t  Ami 

FRUIT  OF  THE  LOOM 

1777 

-22 

426 

2298 

22 

60.3 

-72 

2.6 

1 1.3 

4.0 

5.4 

3164 

521 

U  A  DDIC 

1774 

-12 

459 

3464y 

8 

130.8 

9 

3.8 

3.7 

9.2 

11.2 

2606 

522 

Cf^lPklTIF'ir'    ATI  AkITA 

SCIENTIFIC-ATLANTA 

1772 

75 

793 

973 

35 

59.6 

213 

6.1 

2.5 

14.5 

14.5 

647 

523 

ILLINOVA 

1768 

9 

550 

1590 

1 

176.7 

NM 

11.1 

NM 

7.0 

10.5 

5577 

524 

DQE 

1752 

4 

537 

1236 

3 

162.7 

8 

13.2 

12.5 

NA 

12.5 

4427 

525 

RAYCHEM 

1746 

10 

556 

1503 

8 

-34.7 

NM 

NM 

0.6 

NM 

-5.0 

1392 

526 

DFTLII  PLIPAl  OTCPI 

BETHLEHEM  STEEL 

1731 

-13 

474 

4819 

1 1 

80.5 

NM 

1.7 

NM 

6.8 

3.5 

5782 

527 

MERIDIAN  BANCORP 

1731 

10 

558 

1226y 

-2 

162.1 

8 

13.2 

12.1 

13.3 

13.2 

15053 

528 

PAINEWEBBER  GROUP 

1725 

26 

636 

3964y 

-1 

31.6 

-87 

0.8 

6.1 

28.6 

2.6 

36900 

529 

DANAHER 

1720 

65 

768 

1289y 

20 

81.7 

52 

6.3 

5.0 

15.7 

19.2 

1135 

530 

AKMblKUNb  WUKLU  INUUblKltb 

1718 

-15 

462 

2753 

9 

210.4 

231 

7.6 

2.5 

18.7 

27.8 

2274 

531 

SEAGATE  TECHNOLOGY 

1712 

-6 

499 

3973 

28 

248.1 

64 

6.2 

4.9 

14.0 

18.0 

3043 

532 

PACCAR 

1710 

-24 

427 

4285y 

27 

204.5 

44 

4.8 

4.2 

NA 

16.7 

3928 

533 

SOUTHLAND 

1704 

-17 

457 

6760y 

-1 

92.0 

NM 

1.4 

NM 

NM 

NM 

1943 

534 

FmikinATinM  lifaitli 
rUUNUAIlUN  HEALTH 

1702 

57 

746 

1939 

-7 

13.0 

-85 

0.7 

4.2 

2.7 

2.0 

1819 

535 

AMSOUTH  BANCORPORATION 

1691 

4 

626 

1227y 

17 

127.3 

-13 

10.4 

14.0 

10.7 

11.9 

16778 

536 

GENERAL  SIGNAL 

1688 

5 

552 

1528 

13 

104.1 

6 

6.8 

7.2 

13.7 

18.1 

1343 

537 

ADAPTEC 

1687 

49 

727 

438 

23 

80.7 

47 

18.4 

15.5 

25.5 

26.1 

398 

538 

PAGING  NETWORK 

1686 

19 

604 

490 

31 

-18.0 

NM 

NM 

NM 

NM 

NM 

706 

539 

UNION  TEXAS  PETROLEUM  HOLDINGS 

1685 

0 

534 

748 

10 

67.0 

1 16 

9.0 

4.5 

11.2 

19.7 

1333 

540 

HOo  1  MARRIOTT 

1685 

6 

599 

1522a 

-63 

-32.0 

NM 

NM 

2.5 

NM 

-3.8 

381 1 

541 

)  

ST.  JUDE  MEDICAL 

1685 

27 

630 

360 

42 

79.2 

-28 

22.0 

43.4 

9.9 

14.4 

920 

542 

CmiTUTDIlCT 

bUU 1 H iKUbT 

1679 

12 

581 

1293y 

17 

173.0 

15 

13.4 

13.7 

14.0 

15.3 

17632 

543 

LEGGETT  &  PLATT 

1679 

-8 

500 

1858 

22 

115.4 

34 

6.2 

5.6 

15.1 

19.4 

1084 

544 

LITTON  INDUSTRIES 

1678 

-45 

333 

3394a 

-1 

57.5 

-35 

1.7 

2.6 

11.2 

8.8 

2295 

545 

FRONTIER 

1674 

13 

585 

986 

9 

109.9 

33 

11.2 

9.1 

NA 

13.8 

1750 

546 

CENTURY  TELEPHONE  ENTERPRISES 

1661 

25 

629 

540 

25 

100.2 

45 

18.6 

15.9 

NA 

16.3 

1643 

547 

AMtRIUAN  rOWER  LONVERolON 

1658 

-32 

410 

378 

51 

71.3 

47 

18.8 

19.4 

38.4 

34.9 

2bD 

rniuiPi  1  w  A  DP 
uuiviruwMnt 

1655 

5 

639 

Do.  / 

Q 

1  1  S3 

9T  7 

549 

MAPCO 

1634 

-11 

497 

3059y 

13 

79.1 

-38 

2.6 

4.7 

8.2 

13.4 

2166 

5S0 

LTV 

1630 

17 

649 

4529 

9 

127.1 

-67 

2.8 

9.3 

12.7 

14.1 

558S 
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TION 

12  MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

1  DIVIDENDS 

1        YIELD  PAYOUT 

1          %  % 

TOTAL 
RETURN 

% 

1  SHARES 

1  INSTI- 
1  TUTIONS 
HOLDING 

1  * 

SHRS 
OUT 
MIL 

TURN- 
OVER 

FY 

EARNINGS  PER  SHARE 

ANALYSTS' ESTIMATES 
1993            1994          1995  VARI 
ACTUAL         ACTUAL        EST  AIION 

$            $  $ 

INDUSTRY  GROUP 

27/22 

607 

13 

1  3.77 

51 

-3 

1  14 

76 

16.1 

12 

1.90 

1.81 

2.08 

1.9 

Services 

19/11 

820 

22 

!  2.00 

43 

7 

1  46 

116 

40.3 

12 

0.56 

0.74 

0.93 

3.2 

Nonbank  financial 

42/23 

569 

34 

j  0.61 

21 

37 

1  81 

47 

393.0 

01 

1.25 

1.14 

1.91 

6.3 

Office  equipment 

33/13 

356 

13 

0.86 

11 

-50 

i  53 

132 

208.0 

09 

0.85 

1.07 

1.04 

12.5 

IVIanufacturing 

36/20 

648 

27 

i  0.58 

16 

62 

i  51 

53 

129.3 

01 

0.90 

1.28d 

1.59 

4.4 

Retailing 

31/24 

318 

20 

1  0.30 

6 

13 

1  53 

62 

44.6 

05 

1.29 

1.50d 

1.74 

1.7 

Health  care 

43/32 

169 

11 

1  3.06 

33 

-18 

1  69 

54 

63.5 

12 

2.96 

3.17 

3.58 

2.5 

Banks 

31/20 

305 

17 

1  1.52 

25 

25 

1  82 

64 

45.3 

12 

1.58 

1.73 

1.87 

3.2 

Health  care 

28/20 

165 

12 

2.58 

31 

-11 

89 

79 

67.5 

12 

1.43 

1.95 

2.22 

2.7 

Transportation 

24/18 

336 

17 

1  1.99 

34 

5 

1  51 

91 

50.6 

05 

0.94 

1.19d 

1.38 

6.5 

Metals 

55/30 

267 

17 

0.99 

16 

-27 

62 

50 

133.8 

12 

2.15 

2.21 

2.43 

2.9 

Health  care 

63/49 

197 

43 

0.34 

15 

11 

91 

31 

7.0 

12 

0.39 

1.38 

1.75 

NM 

Containers 

37/22 

152 

11 

i  3.65 

42 

-28 

i  76 

70 

71.0 

02 

2.58 

2.25d 

2.49 

3.6 

Food 

24/18 

363 

30 

i  2.35 

69 

5 

1  46 

81 

95.6 

11 

1.22 

0.75 

1.46 

2.7 

Food 

44/35 

242 

14 

1  3.47 

50 

-3 

1  69 

44 

30.5 

12 

2.06 

2.80 

3.15 

4.4 

Manufacturing 

16/11 

1279 

NM 

j  0.32 

DEF 

-15 

1  45 

142 

121.2 

12 

-0.40 

-3.75 

0.76 

21.1 

Food 

20/14 

244 

12 

1  3.01 

35 

-2 

1  56 

107 

102.2 

12 

0.48 

1.42 

1.53 

5.9 

Consumer  products 

39/30 

525 

28 

0.45 

13 

20 

39 

47 

46.5 

05 

1.12 

1.35d 

1.60 

1.3 

Services 

60/50 

299 

17 

1  3.03 

51 

2 

i  56 

33 

23.9 

12 

2.00 

3.20 

3.70 

1.4 

Electrical 

33/23 

158 

30 

0.00 

0 

-22 

76 

76 

103.7 

12 

2.80 

0.79 

2.31 

6.1 

Consumer  products 

51/38 

151 

15 

1  2.76 

40 

-8 

1  80 

39 

73.7 

06 

2.82 

3.07 

3.86 

1.5 

Electrical 

24/12 

430 

51 

1  0.26 

13 

73 

!  86 

76 

137.5 

06 

0.33 

0.46 

0.85 

4.7 

Telecommunications 

24/18 

122 

12 

1  4.28 

50 

13 

1  62 

76 

67.6 

12 

-1.08 

2.01 

2.16 

2.3 

Utilities 

34/28 

139 

11 

1  5.25 

59 

11 

1  36 

52 

39.2 

12 

2.67 

2.98 

3.01 

2.0 

Utilities 

42/32 

253 

NM 

S  0.80 

800 

8 

\  83 

43 

56.2 

06 

0.19 

0.04 

2.05 

34.1 

Electrical 

24/15 

162 

45 

1  0.00 

0 

-28 

1  88 

110 

136.3 

12 

-3.37 

0.35 

2.98 

20.1 

Metals 

33/26 

141 

11 

1  4.44 

49 

18 

!  40 

57 

84.0 

12 

2.61 

2.80 

3.18 

5.0 

Banks 

20/13 

141 

42 

1  2.76 

117 

1 

1  41 

99 

56.8 

12 

3.11 

0.41 

1.66 

14.5 

Nonbank  financial 

30/18 

405 

21 

1  0.27 

6 

61 

81 

58 

30.3 

12 

0.93 

1.40 

1.64 

7.3 

Manufacturing 

58/36 

250 

10 

i  2.80 

28 

-13 

1  89 

38 

124.2 

12 

1.26b 

4.64 

4.93 

4.3 

Consumer  products 

29/19 

124 

8 

I  0.00 

0 

-7 

1  91 

71 

430.2 

06 

2.71b 

2.83 

3.63 

5.0 

Office  equipment 

60/40 

140 

8 

1  6.82 

57 

-19 

46 

39 

62.8 

12 

3.66 

5.26 

5.50 

4.4 

Automotive 

6/4 

NEG 

19 

i  0.00 

0 

-17 

i  7 

410 

13.4 

12 

-0.03 

0.22 

0.15 

26.7 

Food 

46/26 

257 

11 

0.00 

0 

-22 

1  47 

57 

150.0 

06 

2.05 

2.84 

2.43 

3.7 

Health  care 

35/25 

128 

13 

1  5.22 

68 

0 

1  42 

58 

37.7 

12 

3.10 

2.25 

3.04 

6.6 

Banks 

38/30 

294 

16 

1  2.68 

44 

8 

1  87 

47 

76.6 

12 

1.47 

2.20 

2.71 

2.2 

Manufacturing 

33/14 

546 

19 

j  0.00 

0 

52 

i  ^2 

51 

353.7 

03 

1.10 

1.73d 

2.31 

3.9 

Electrical 

37/21 

NEG 

NM 

j  0.00 

0 

19 

81 

51 

174.6 

12 

-0.40 

-0.35 

-0.26 

119.2 

Telecommunications 

22/16 

498 

25 

i  1.04 

26 

1 

i  64 

88 

43.5 

12 

0.35 

0.76 

0.96 

13.5 

Fuel 

12/8 

231 

NM 

0.00 

0 

-10 

1  52 

153 

71.3 

12 

0.43 

-0.1 2d 

-0.02 

200.0 

Leisure 

41/25 

307 

21 

1  0.00 

0 

28 

1  57 

46 

183.4 

12 

2.32 

1.69 

2.65 

4.5 

Health  care 

22/17 

149 

10 

i  3.88 

37 

13 

1  41 

81 

52.5 

12 

1.94 

2.15 

2.36 

2.1 

Banks 

47/33 

282 

15 

1  1.76 

26 

-8 

56 

41 

54.6 

12 

2.09 

2.78 

3.04 

2.6 

Consumer  products 

75/29 

261 

33 

0.00 

0 

17 

83 

46 

71.9 

07 

2.10 

1.10 

2.83 

1.4 

Electrical 

25/19 

213 

15 

3.63 

55 

9 

1  42 

73 

33.8 

12 

1.21 

1.50 

1.57 

1.9 

Telecommunications 

33/22 

271 

16 

1  1.06 

18 

20 

j  65 

54 

47.4 

12 

1.35 

1.88 

1.83 

3.8 

Telecommunications 

31/15 

894 

23 

i  0.00 

0 

-33 

i  51 

92 

300.7 

12 

0.53 

0.77 

1.03 

4.9 

Electrical 

49/31 

502 

19 

!  0.00 

0 

2 

1  73 

45 

252.2 

03 

1.52 

1.95d 

2.55 

1.6 

Office  equipment 

65/50 

277 

21 

1  1.83 

38 

-9 

1  73 

30 

47.9 

12 

4.24 

2.64 

5.30 

1.7 

Fuel 

21/14 

184 

12 

0.00 

0 

-8 

73 

106 

111.0 

12 

4.88 

1.29 

2.53 

9.1 

Metals 
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COMPANY  MARKET  VALUE  SALES  PROFITS  ASSETS  ' 


=  1.V 

-c^  j 

;v\ 

'::-.i?iS£ 

:et 

551 

LOCTITE 

1627 

10 

584 

"34 

1 5 

82-4 

2- 

11.- 

11.1 

20.9 

20.0 

669 

552 

DELL  COMPUTER 

1622 

832 

34-5 

2- 

149.2 

\  1  r 

-■5 

\  \' 

20.4 

24.1 

1594 

-553 

McKESSON 

1620 

-3S 

383 

13C18. 

S 

-192.4 

w 

NV 

1.1 

NM 

-20.0 

3505 

554 

UNISYS 

1620 

"411 

108.2 

1-5 

4.7 

56 

-1.1 

7324 

555 

BMC  SOFTWARE 

1616 

-5 

329 

20  i 

69.1 

-15 

21.0 

29.5 

23.3 

23-3 

455 

556 

ROYAL  CARIBBEAN  CRUISES 

1615 

\R 

11-1 

5 

142.3 

33 

12.2 

9.5 

12.1 

IS.O 

18"4 

557 

MIDLANTIC 

1614 

11 

595 

lC52y 

5  ■ 

279.1 

112 

25.5 

13.1 

NM 

21.9 

13289 

55s 

CRESTAR  FINANCIAL 

1610 

-2 

545 

1C65 

10 

159-1 

20 

'  5  9 

14.5 

14.3 

15.0 

14010 

559 

WITCO 

1507 

-c 

531 

2225 

107.1 

441 

4  3 

0.9 

9.9 

11.5 

1920 

560 

AMERICAN  RE 

1606 

5"; 

-  5~9 

15 

97.5 

-- 

:  5 

-  5 

9  9 

12.3 

5578 

561 

KANSAS  CITY  SOUTHERN  INDUSTRIES 

1604 

1155_. 

■-- 

134  5 

5 

9  3 

11.1 

9-5 

15  2 

2122 

562 

MERCANTILE  BANCORPORATION 

1594 

" :  5 

i:;i. 

-1 

151.0 

55 

15-7 

1 1.5 

18.5 

15.4 

12242 

563 

WENDY'S  INTERNATIONAL 

1586 

511 

13"! 

5  ; 

97.2 

23 

7.1 

6.1 

12.7 

14.6 

1053 

5&4 

TAMBRANDS 

1585 

544 

645 

5 

89.7 

22 

13.9 

12.1 

66.3 

119.0 

395 

5&5 

VARITY 

1578 

-z: 

465 

2355  = 

9 

107-5 

34 

-  ^ 

2.- 

NA 

13.1 

1  1887 

:  ^  

566 

AVNET 

1575 

- 

5 1 S 

3S 11 

2- 

114  4 

c_ 

^  - 

2- 

8.4 

9.9 

1962 

567 

BANDAQ 

1557 

568 

651 

10  • 

94.0 

19 

14.4 

13.3 

NA 

21.6 

582 

56s 

ECOLAB 

1564 

- 

594 

120a 

10 

S4.5 

2 

7-0 

7.5 

-  ~  g 

19.7 

1020 

565 

MARVEL  ENTERTAINMENT  GROUP 

1561 

405 

515 

24 

61.8 

10 

12.0 

13.5 

li.6 

28.0 

1 

'  771 

570 

ADC  TELECOMMUNICATIONS 

1560 

-'- 

'i- 

27 

44.3 

34 

9.2 

S-^ 

15.7 

16.7 

342 

57! 

XILINX 

1557 

26 

659 

321 

39 

51-5 

39 

15  3 

16-1 

25.6 

25-6 

2-'9 

572 

UJB  FINANCIAL 

1554 

9 

623 

1389 

3 

131-9 

6r 

1;  1 

13.3 

12.3 

15429 

57o 

ATMEL 

1549 

5S 

8*4 

375 

59 

59.5 

93 

11  9 

13.5 

15.6 

17.6 

487 

574 

DOLE  FOOD 

1546 

-22 

471 

3842 

12 

67.9 

-13 

l.S 

2.3 

5.3 

5.2 

3590 

575 

NEW  YORK  STATE  ELECTRIC  &  GAS 

1539 

— 2C 

4S4 

1899 

c 

187.6 

13 

9.9 

9.2 

7.9 

10.3 

5167 

576 

APACHE 

1536 

- 

5''3 

546. 

42-8 

15 

7.9 

8-3 

4.8 

5.3 

1715 

577 

MERCANTILE  STORES 

1532 

8 

605 

252;-, 

3 

104.5 

21 

3.7 

3.2 

7.5 

7.8 

2045 

57s 

STAPLES 

1518 

4C 

745 

23  3  : 

53 

39-9 

11  = 

2  - 

1.5 

8.0 

8.9 

950 

579 

QUALCOMM 

1517 

32 

712 

294 

53 

16.1 

--- 

z  5 

9  7 

4.5 

6.0 

350 

580 

VALUE  HEALTH 

1507 

-s 

~1- 

-2 

49  6 

639 

c .  _ 

--2 

\~ 

^3-4 

535 

5S1 

IBP 

1505 

714  _ 

12075 

3 

182.3 

135 

1.5 

0.7 

17.9 

23.4 

1865 

522 

M:DERMOn  INTERNATIONAL 

1  505 

66S 

3933 

-2 

4' 

^3 

-■- 

3.4 

8-2 

5.4 

4092 

5S3 

KOHLS 

1500 

--- 

453 

144"  = 

18  ;, 

62.8 

2o 

4.3 

4.1 

13.9 

21.0 

725 

5>4 

ALLEGHENY  LUDLUM 

1496 

6 

633 

1077 

-2 

18.2 

-74 

1.7 

5.4 

4-C 

4.9 

1088 

5S5 

E-SYSTEMS 

1489 

-5 

567 

2028 

_3 

95.5 

-22 

4.7 

5-S 

11.9 

11.8 

1352 

5s6 

OWENS-CORNING  FIBERGLAS 

1486 

-15 

523 

3351 

"4  0 

-33 

2.2 

3.6 

35.5 

W 

3274 

567 

REGIONS  FINANCIAL 

1485 

2C 

555 

897 

35 

145.9 

30 

15.3 

17.0 

11.8 

14.4 

12839 

->Ss 

COUNTRYWIDE  CREDIT  INDUSTRIES 

1464 

-2 

575 

927 

-'- 

115.1 

-32 

12.5 

18.3 

21.3 

12.5 

6319 

-569 

KANSAS  CITY  POWER  &  LIGHT 

1478 

10 

525  ' 

S68 

1 

104.8 

— 1 

12.1 

12.3 

7.8 

11.5 

2770 

590 

SUNDSTRAND 

1474 

5~6 

13-3 

-- 

95.6 

"-2 

z  z 

_  c  . 

1581 

591 

SUNAMERICA 

1468 

24 

593 

9:7y 

2 

7  -'n  c 

23 

18.5 

15.4 

19.8 

22.7 

14656 

'  '■- 

SNAP-ON 

1457 

-22 

43s 

1 1 94> 

6 

98.3 

15 

8.2 

7-5 

11.7 

13.0 

1211 

OXFORD  HEALTH  PLANS 

1449 

s;  1 

131 

27.9 

87 

3.9 

4.8 

23.7 

23.7 

315 

5^ 

YORK  INTERNATIONAL 

1448 

2 

597 

2422 

19 

89.8 

19 

3.7 

3-7 

13.4 

17.6 

1588 

-596 

ILLINOIS  CENTRAL 

1443 

-5 

571 

594 

5 

113-9 

24 

19-2 

15.2 

17.1 

24.4 

1309 

566 

CENTERIOR  ENERGY 

1443 

52: 

2421 

-2 

259.8 

11  1 

11  3 

10518 

-597 

CERIDIAN 

1430 

42 

812 

916 

3 

78.6 

8.5 

690 

-59s 

THERMO  INSTRUMENT  SYSTEMS 

1430 

541a 

55.2 

35 

8-6 

13-2 

1012 

AMBAC 

1430 

225 

-22  ; 

141.1 

-21 

62.7 

62.2 

12.4 

13.7 

4293 

600 

MULTIMEDIA 

1430 

90-0 

5 

14.3 

14.0 

28.2 

NM 

684 
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riON 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12M0NTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%Of 
BOOK 

VALUE 

P-E 
RATIO 

YIELD 

PAYOLjr 

TOTAL 
RETURN 

% 

INSTI- 
TUTIONS 
HOLDING 

% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
S 

1994 
ACTUAL 

s 

ANALYSTS' 
1995 
EST 
S 

ESTIMATES 
VAPI 
AT'OU 

48/39 

394 

20 

1.83 

36 

12 

46 

35 

22,7 

12 

1.92 

2.33 

2.71 

2.2 

Chemicals 

48/21 

279 

12 

0.00 

0 

55 

54 

39 

998,9 

01 

-1,06 

3,38 

4,44 

9,9 

Office  equipment 

109/30 

164 

14 

2.71 

38 

78 

0 

44 

188,7 

03 

3.68 

2,65cJ 

2,90 

4,8 

Health  care 

17/8 

145 

NM 

0.00 

0 

-38 

42 

180 

129,2 

12 

1.45 

-0,07 

0,98 

11,2 

Office  equipment 

71/40 

545 

15 

0.00 

0 

-7 

NA 

25 

599,7 

03 

2.15 

4,05d 

4,83 

2.1 

Office  equipment 

31/24 

204 

11 

1.73 

20 

-5 

NA 

63 

12,1 

12 

1.80 

2,25 

NA 

NM 

Leisure 

32/24 

128 

6 

2.86 

17 

13 

46 

53 

147,0 

12 

2.51 

5,18 

3,60 

2,5 

Banks 

50/36 

143 

10 

3.71 

35 

2 

48 

37 

56.5 

12 

3.58 

4,47 

4.92 

1,8 

Banks 

35/24 

173 

15 

3.91 

58 

-12 

77 

56 

51.6 

12 

0.46 

1,92 

2,15 

2,8 

Chemicals 

36/24 

203 

17 

0,00 

0 

31 

30 

47 

25,0 

12 

2.22 

2,01 

2,86 

6,3 

Nonbank  financial 

53/30 

248 

16 

0.81 

13 

-18 

54 

44 

105,7 

12 

2,15 

2,32 

3,07 

2,5 

Transportation 

39/30 

153 

10 

3.04 

30 

22 

47 

43 

30,5 

12 

3,31 

3,74 

4.05 

1,2 

Banks 

19/13 

238 

17 

1.54 

26 

-10 

53 

102 

84,5 

12 

0,77 

0.94d 

1,08 

1,9 

Leisure 

45/35 

2102 

18 

4.07 

72 

5 

75 

37 

112,8 

12 

1,91 

2,43 

2.55 

7,1 

Consumer  products 

50/33 

196 

14 

0.00 

0 

-20 

84 

43 

109,6 

01 

1,80 

2.55cl 

3.53 

4,3 

Manufacturing 

45/31 

136 

18 

1,55 

28 

-9 

82 

41 

72,4 

06 

1,91 

2.15 

3.00 

2,0 

Services 

62/49 

361 

17 

1.33 

23 

3 

28 

25 

26,5 

12 

2,88 

3.51 

3.87 

2,5 

Automotive 

24/19 

364 

19 

2.16 

40 

3 

46 

58 

27,0 

12 

1,23 

1.25 

1.53 

1,3 

Consumer  products 

26/13 

708 

26 

0,00 

0 

-38 

NA 

100 

52,1 

12 

0,55 

0.50 

0.80 

11,3 

Publishing/TV 

57/32 

589 

38 

0.00 

0 

48 

76 

28 

161,8 

10 

1,15 

1.46 

1.78 

2,8 

Telecommunications 

68/29 

774 

29 

0,00 

0 

23 

97 

23 

552,1 

03 

1,71 

2.28d 

2.97 

5,1 

Electrical 

29/23 

147 

12 

3.68 

44 

11 

43 

55 

58,7 

12 

1,42 

2.38 

3.09 

1,9 

Banks 

38/20 

458 

26 

0.00 

0 

44 

75 

45 

425,4 

12 

0,74 

1.33 

1.75 

5,7 

Electrical 

36/23 

141 

23 

1.54 

35 

-21 

61 

59 

48,5 

12 

1,30 

1.14 

1.98 

9,6 

Food 

28/18 

94 

9 

6.51 

59 

-15 

34 

72 

63,3 

12 

2,08 

2,37 

2.38 

3.8 

Utilities 

29/22 

190 

36 

1.12 

40 

1 

78 

51 

145,3 

12 

0,70 

0,70 

0.61 

41,0 

Fuel 

57/31 

114 

15 

2,45 

36 

11 

38 

37 

103,1 

01 

2,35 

2,84 

3.04 

2,0 

Retailing 

28/16 

422 

38 

0.00 

0 

18 

82 

53 

201,9 

01 

0,33 

0,64 

0.84 

3,6 

Retailing 

34/15 

564 

NM 

0.00 

0 

30 

35 

52 

275.3 

09 

0,25 

0,28 

0.57 

10,5 

Electrical 

52/32 

407 

31 

0.00 

0 

-11 

68 

40 

115,0 

12 

0,22 

1,19 

1,76 

1,1 

Health  care 

36/23 

193 

8 

0.63 

5 

32 

96 

47 

115,5 

12 

1,62 

3,79 

3,89 

6,4 

Food 

28/19 

288 

35 

3.57 

125 

25 

82 

54 

79,6 

03 

1,57 

0,80d 

1.52 

22,2 

Manufacturing 

55/38 

501 

22 

0.00 

0 

-20 

81 

37 

83,1 

01 

1,52 

l,86d 

2,28 

2,2 

Retailing 

22/17 

401 

81 

2.27 

185 

9 

50 

71 

54,1 

12 

1,05 

0,26 

1,47 

15,6 

Metals 

47/36 

184 

16 

2.74 

43 

-1 

52 

34 

74,6 

12 

3,58 

2.79 

3,92 

1.8 

Electrical 

41/28 

NEG 

20 

0,00 

0 

-17 

81 

44 

126,6 

12 

2,28b 

1,65 

4,11 

5.5 

Housing 

37/30 

147 

10 

3.64 

35 

13 

32 

45 

53,0 

12 

3,01 

3,40 

3,75 

0.8 

Banks 

19/12 

160 

17 

1.97 

33 

-1 

78 

91 

152,2 

02 

1,97 

0,98d 

1,47 

15.0 

Nonbank  financial 

25/19 

168 

15 

5.37 

93 

17 

27 

52 

42.4 

12 

1,56 

1,54 

1,93 

2.5 

Utilities 

52/41 

285 

16 

2,52 

41 

3 

84 

32 

53,3 

12 

2,56 

2,92 

3,34 

5.1 

Aerospace  &  defense 

46/34 

250 

11 

1.46 

17 

17 

68 

35 

80,2 

09 

2,75 

3,58 

4,39 

2.7 

Nonbank  financial 

44/29 

193 

15 

3,18 

47 

-20 

70 

43 

56,8 

12 

2,02 

2,30 

2,63 

3.0 

Manufacturing 

96/40 

1228 

55 

0,00 

0 

41 

95 

16 

664,5 

12 

0,91 

1,54 

2,56 

5.5 

Health  care 

43/34 

284 

16 

0,42 

7 

1 

80 

38 

51,4 

12 

2,01 

2,40 

2,81 

2.1 

Housing 

38/29 

336 

13 

2.95 

37 

-3 

84 

43 

83,3 

12 

2,14 

2,67 

2,97 

2.7 

Transportation 

12/8 

78 

7 

8,21 

58 

-11 

37 

148 

57,9 

12 

-6,51 

1,38 

1,55 

9.7 

Utilities 

32/21 

874 

23 

0,00 

0 

38 

92 

45 

119.2 

12 

-0.53b 

1.40 

1,44 

10.4 

Office  equipment 

33/27 

341 

25 

0,00 

0 

-6 

11 

47 

14,0 

12 

1,00 

l,22d 

1,48 

4.1 

Electrical 

43/30 

138 

10 

1,33 

13 

-1 

99 

35 

57,8 

12 

5,08 

4,01 

4,58 

4,1 

Nonbank  financial 

39/26 

NEG 

16 

0,00 

0 

22 

78 

38 

102,7 

12 

2,23 

2,35 

2,01 

10,9 

Publishing/TV 
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SIEMENS 


1847.  That  was  then. 


Werner  Siennens  opens  his  first  facton/,  a  small  shop  to  manufacture  the  world's 
most  advanced  telegraph. 


S' Siemens  Corporation  1995 


1995.  This  is  now. 


All  across  America,  more  than  75  Siemens  manufacturing  and  assembly  plants 
are  turning  out  an  astonishing  variety  of  high-tech  electronic  and  electrical  prod- 
ucts with  quality  American  industn/  can  count  on.  Over  20,000  Siemens  U.S. 
employees  have  manufacturing  jobs  in  these  plants,  and  are  helping  to  build 
products  in  a  wide  range  of  fields,  including  energy,  communications,  automotive, 
medical  and  automation  technology.  In  fact,  14%  of  Siemens'  $7.3  billion  annual 
sales  are  derived  from  exports  from  these  factories  to  the  rest  of  the  world. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003MG,  Trenton,  New  Jersey  08650 

Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

;  ASSETS 

CHANGE 
FROM 
1994 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
JMIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 
5MIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

1  12 
1  MONTHS 

1994 
1  SMIL 

CHA 
FR 
19 

f 

01 

SANTA  FE  PACIFIC  GOLD 

1429 

NA 

NR 

376 

61 

56.7 

105 

15.1 

11.8 

10.8 

11.2 

1  833 

^ 

02 

BRINKER  INTERNATIONAL 

1428 

-32 

451 

955 

20 

68.5 

21 

7.2 

7.1 

15.0 

14.7 

1  604 

03 

OKLAHOMA  GAS  &  ELECTRIC 

1428 

1 

603 

1355 

-6 

123.8 

8 

9.1 

7.9 

10.1 

13.2 

1  2783 

04 

OLSTEN 

1427 

1 1 

645 

2260y 

5 

70.1 

NM 

3.1 

NM 

15.5 

19.1 

j  726 

05 

GIANT  FOOD 

1408 

_9 

564 

3650 

4 

89.9 

-2 

2.5 

2.6 

11.4 

12.4 

1  1362 

06 

INTEGRA  FINANCIAL 

1403 

_7 

578 

1064 

0 

169.0 

11 

15.9 

14.3 

12.9 

18.3 

1  13755 

07 

C.R.BARD 

1392 

_5 

590 

1018 

5 

74.9 

21 

7.4 

6.4 

16.4 

17.0 

1  958 

08 

POLAROID 

1392 

_5 

587 

2313 

3 

117.2 

73 

5.1 

3.0 

10.5 

14.5 

1  2217 

09 

FLIGHTSAFETY  INTERNATIONAL 

1390 

3 

621 

301 

1 

74.5 

12 

24.7 

22.4 

13.1 

13.6 

1  793 

10 

SEMIS 

1389 

20 

702 

1390 

16 

72.8 

58 

5.2 

3.8 

13.3 

17  4 

!  923 

11 

A.G.  EDWARDS 

1 387 

5 

539 

1208 

-4 

132.1 

-13 

10.9 

12.0 

13.4 

15.0 

1  2168 

12 

CINCINNATI  BELL 

1385 

29 

751 

1228 

13 

75.6 

NM 

6.2 

NM 

NM 

14.0 

1723 

13 

AES                        ^/ ."/::'^vlv:..  ^- 

1382 

-17 

543 

533 

3 

98.3 

38 

18.5 

13.7 

10.9 

26.0 

1  1900 

14 

IMC  GLOBAL 

1378 

17 

787 

1719 

60 

72.2 

NM 

4.2 

NM 

10.9 

10.8 

1  2677 

15 

KEMPER 

1375 

3 

635 

1602y 

3 

85.7 

NM 

5.4 

NM 

NA 

6.2 

!  13877 

16 

USF&G 

1 

13 

579 

3221 

-1 

232.0 

83 

7.2 

3.9 

NM 

20.0 

13774 

17 

PUGET  SOUND  POWER  &  LIGHT 

1 368 

_5 

596 

1194 

7 

120.1 

-13 

10.1 

12.4 

7.4 

8.9 

\  3464 

18 

BIOGEN 

1365 

-4 

602 

156y 

5 

-4.9 

NM 

NM 

21.8 

-1.5 

-1.5 

379 

19 

HEALTHSOURCE 

1 361 

51 

857 

584 

101 

39.0 

50 

6.7 

9.0 

12.3 

12.5 

i  423 

20 

CRACKER  BARREL  OLD  COUNTRY  STORE 

1 359 

-13 

560 

711 

23 

61.6 

20 

8.7 

8.8 

13.3 

13.8 

1  543 

21 

VISHAY  INTERTECHNOLOGY 

1 355 

82 

969 

988 

15 

58.9 

38 

6.0 

5.0 

8.2 

10.8 

1  1332 

t 

22 

ADVANTA 

1 355 

1 1 

678 

448y 

16 

106.0 

36 

23.7 

20.1 

10.1 

25.5 

1  3094 

L 

23 

CLAYTON  HOMES 

1353 

3 

640 

692 

28 

76.0 

23 

11.0 

11.4 

NA 

15.8 

699 

24 

MICHIGAN  NATIONAL 

1346 

36 

807 

897y 

-4 

224.3 

NM 

25.0 

0.3 

NM 

17.2 

8692 

25 

INTUIT  tt 

1 344 

NR 

231 

NA 

-39.3 

NA 

NM 

NM 

NA 

NA 

]  -341 

; 

26 

SYNOVUS  FINANCIAL 

1 337 

1 5 

700 

652 

12 

86.4 

17 

13.3 

12.8 

15.7 

17.0 

1  6115 

27 

KLA  INSTRUMENTS 

1337 

72 

877 

323 

62 

33.6 

117 

10.4 

7.8 

14.5 

13.9 

345 

28 

TRINITY  INDUSTRIES 

1337 

-24 

519 

2129 

24 

78.6 

16 

3.7 

3.9 

11.3 

13.0 

1  1371 

29 

FIRST  TENNESSEE  NATIONAL 

1336 

23 

747 

1058y 

10 

146.3 

38 

13.8 

11.1 

22.7 

19.5 

1  10522 

< 

30 

GATEWAY  2000 

1330 

-23 

527 

2701 

56 

96.0 

-37 

3.6 

8.7 

26.4 

28.6 

1  771 

31 

HARNISCHFEGER  INDUSTRIES 

1 15Q 

1  0<c9 

OO 

999 

1140y 

14 

19.1 

NM 

1.7 

NM 

NA 

4.1 

1  1895 

',  \ 

32 

MGM  GRAND 

1 327 

-1 5 

561 

742 

NA 

73.5 

NA 

9.9 

NA 

13.3 

14,4 

j  1141 

3 

33 

AMERICAN  NATIONAL  INSURANCE 

1324 

_4 

614 

1395 

5 

215,1 

16 

15.4 

14.0 

NA 

NA 

1  5961 

34 

NATIONAL  SERVICE  INDUSTRIES 

1323 

_3 

617 

1903 

4 

84.6 

12 

4.4 

4.1 

11.4 

11.5 

1115 

35 

TERADYNE 

1322 

28 

775 

677 

22 

70.9 

97 

10.5 

6.5 

15.4 

15.4 

1  650 

36 

TRANSATLANTIC  HOLDINGS 

1  n  fl 

917a 

35 

95.6 

8 

10.4 

13.0 

12.5 

13.3 

3458 

6 

37 

CABLEVISION  SYSTEMS 

1317 

-1  1 

588 

837 

26 

-315.2 

NM 

NM 

NM 

NM 

NM 

2183 

s 

38 

COLUMBIA  GAS  SYSTEM 

1315 

-8 

598 

2833 

-16 

246.2 

62 

8.7 

4,5 

18.5 

17.7 

j  6964 

3 

>39 

HEALTH  SYSTEMS  INTERNATIONAL 

1313 

4 

NR 

2306 

18 

88.1 

270 

3.8 

1.2 

27.1 

39.6 

j  890 

} 

40 

STRATACOM 

1312 

419 

NR 

154 

107 

19.8 

163 

12.8 

10.1 

34.2 

34.4 

i  187 

2 

>41 

KING  WORLD  PRODUCTIONS 

1  O  1  u 

— D 

D  1  1 

435 

-13 

77.4 

-24 

17.8 

20.5 

15.9 

15.9 

1  612 

)42 

LEUCAOIA  NATIONAL 

1 306 

13 

703 

1349a 

-7 

72.5 

-47 

5.4 

9.4 

5.5 

8.2 

1  4679 

4 

)43 

THOMAS  &  SETTS 

1305 

7 

575 

1076 

12 

1.9 

-96 

0.2 

4.6 

NA 

0.3 

1  1208 

)44 

AMDAHL 

1298 

93 

NR 

1639 

-3 

74.8 

NM 

4.6 

NM 

9.2 

9.0 

1719 

)45 

UTILICORP  UNITED 

1294 

5 

570 

1515 

-4 

94.4 

9 

6.2 

5.5 

9.0 

10.1 

3111 

3 

546 

CABOT 

1292 

32 

813 

1709 

6 

96.6 

133 

5.7 

2.6 

14.2 

16.8 

I  1617 

3 

)47 

TIG  HOLDINGS 

1288 

-3 

632 

1765a 

-9 

52.8 

NM 

3.0 

NM 

4.8 

4.7 

'  6170 

2 

)48 

HOSPITALITY  FRANCHISE  SYSTEMS 

1285 

-1 

641 

313y 

22 

53.5 

56 

17.1 

13,4 

9.9 

15,7 

804 

}, 

549 

LG&E  ENERGY 

1283 

8 

688 

830 

-8 

62.7 

-28 

7.6 

9.6 

5.9 

7.4 

1  2301 

« 

50 

INTEGRATED  DEVICE  TECHNOLOGY 

1283 

52 

955 

388 

28 

69.9 

163 

18.0 

8,8 

46.3 

44.2 

513 

39 
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JATION 

1  DIVIDENDS 

9HAnB.9 

EARNINGS  PER  SHARE 

T  12-MONTH 
■  HIGH/ 

:  LOW 
s 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

1 

1  YIELD 

1  % 

PAYOUT 

% 

rOTAl 
RETURN 

% 

1  INSTI- 
1  TUTIONS 
HOLDING 

1  ^ 

SHRS. 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
1  ACTUAL 

$ 

1994 
ACTUAL 

$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
EST  ATION 
$  % 

18/  9 

000 

<:4 

1  0.00 

0 

NA 

1  18 

1  0  1 

ioi 

NA 

1  0 
iz 

0.25 

0.46 

0.34 

41.2 

Metdls 

34/1 5 

0  1  yl 
Oi4 

0/ 
i:4 

0.00 

0 

-34 

1  87 

72 

1 38.4 

nc 
Ub 

0.69 

0.83 

1.04 

1.0 

36/29 

155 

12 

1  7.52 

88 

8 

1  26 

40 

66.8 

12 

2.78 

3.01 

3.06 

2.6 

UTiitiies 

39/29 

389 

2 1 

0.93 

19 

9 

1  66 

42 

47.2 

1  0 
iz 

-0.30 

1.67 

2.04 

3.9 

Services 

26/20 

194 

ib 

1  3.03 

46 

-6 

j  42 

59 

30.7 

no 
Uz 

1.53 

1.56d 

1.70 

4.7 

Food 

50/37 

1  CO 

y 

1  4.21 

36 

-1 

]  49 

33 

29. 1 

1  0 
iz 

4.50 

5.01 

5.11 

3.5 

Bdnks 

28/22 

317 

19 

1  2.24 

42 

-3 

1  64 

52 

68.0 

12 

1.19 

1.44 

2.01 

1.5 

Hedlth  C3re 

37/29 

172 

12 

1  2.00 

24 

-3 

1  81 

46 

59.1 

12 

1.45 

2.49 

2.63 

5.7 

Leisure 

45/35 

255 

ly 

i  1.08 

20 

6 

1  55 

31 

29.6 

12 

2.01 

2.35 

2.50 

4.0 

Tr3nsport3tion 

27/2 1 

332 

iy 

1  2.36 

46 

22 

t  48 

51 

30.0 

12 

0.89 

1.40 

1.62 

3.1 

Contdiners 

23/17 

lb/ 

i  i 

1  2.49 

28 

4 

1  46 

62 

56. 1 

02 

2.57 

1.97d 

2.14 

10.7 

Nonbdnk  finsncidt 

io 

3.81 

70 

32 

1  32 

66 

17.7 

1  0 
iz 

-0.93 

1.15 

1.24 

8.1 

Telecommunications 

23/16 

365 

14 

i  0.00 

0 

-17 

1  33 

75 

39.3 

12 

i  0.98 

1.30 

1.39 

1.4 

Utilities 

ZUb 

M  ^/l 
In  iVI 

i  0.21 

DEF 

Z 

1  yb 

00 
zy 

169.9 

nc 
Ub 

1  -5.44 

-0.14 

3.99 

9.3 

Chemicals 

65/36 

138 

0  0 

1  2.29 

51 

2 

1  50 

34 

308.2 

12 

1  -2.52 

1.80 

4.01 

9.5 

Nonbank  financial 

16/12 

148 

1 

1.39 

9 

2 

1  40 

96 

77.5 

12 

j  0.93 

2.14 

1.32 

10.6 

Nonbank  financial 

117 

13 

1  8.56 

112 

3 

'  23 

64 

43.5 

12 

1  2.00 

1.64 

1.91 

3.1 

Utilities 

426 

NM 

0.00 

0 

-6 

83 

33 

714.9 

12 

0.93 

-0.15 

0.15 

133.3 

neaitn  care 

^  0"7 

4o/ 

0  c 
ob 

i  0.00 

0 

A  0 

1  7Q 
i            '  " 

0 1 
0  i 

ob.o 

1  0 
iz 

i  0.96 

1.24 

1.62 

4.3 

Services 

one 

0  /I 

Z4 

0.09 

2 

1  A 

—  14 

1            0  7 
1 

cn 
bU 

1  cn  Q 
ibU.y 

n7 
U/ 

i  0.78 

0.94 

1.13 

1.8 

Leisure 

0  /I  "7 

Z4/ 

0  1 
c.  i 

1  0.00 

0 

Dl 

'  cn 
t  bu 

Zd 

b/  .4 

1  9 
iz 

1  1.91 

2.52 

3.21 

2.8 

Electrical 

007 

1  0 

0.80 

10 

1  1 

i  1 

1  Zi 

A  n 
4U 

Q  7  0 

0/  .Z 

1  0 
iz 

1  1.95 

2.58 

3.08 

1.9 

Nonbank  financial 

280 

19 

!  0.11 

2 

-4 

\        a  0 
1  bo 

76 

78.9 

06 

1  0.76 

0.94 

1.13 

6.2 

Housing 

top; 
iob 

y 

2.16 

20 

59 

1       7 1 

1  0 
i  0 

0  0 1  7 

zo  i  .  / 

1  0 
iz 

1  1.56b 

10.94 

7.45 

7.2 

Banks 

"7  0/0  7 

7  1  Q 

/  io 

NM 

1  0.00 

0 

A  ~7 
4/ 

1            A  1 

41 

on 
ZU 

0  /I  0  0 

z4o.o 

1  0 
iz 

j  0.74 

-10.43 

1.14 

2.6 

Office  equipment 

90/1  7 

ZOO 

1  R 

1  2.28 

35 

1  A 

'  Q 

1 

00 

Q  9 

1  9 
1  z 

1  1.11 

1.29 

1.48 

2.0 

Banks 

DU/OU 

ooo 

A  9 

i  0.00 

0 

A  S3 

'          Q 1 
I  i 

9*5 
ZO 

ASA  ft 

i  0.35 

1.37 

2.84 

1.1 

Electrical 

/I  ^  /on 
44/oU 

22 1 

1  5 

I  2.05 

31 

-24 

1  79 

40 

90.7 

no 
Do 

!  1.69 

2.17d 

3.07 

8.8 

Transportation 

48/38 

1/0 

Q 

_/ 

1  4.53 

41 

1  ^ 

I  AR 

32 

73  2 

12 

1  4.26 

4.56 

4.88 

1.5 

oyb 

i  b 

1  0.00 

0 

OQ 

-Zo 

'       1 0 

7  0 
1  z 

i  yb.y 

1  0 
iz 

I  2.13 

1.22 

2.09 

5.3 

Office  equipment 

iiy/ iy 

07C 

OQ 
00 

1  1.44 

54 

1  0 

12 

b4 

A  Q 

4o 

7c;  0 
/D.Z 

1  n 
iU 

I  -0.67 

0.74 

1.44 

9.0 

Manufacturing 

00/00 

259 

18 

0.00 

0 

-1 5 

t  ^ 

49 

CO  1 

bz.  i 

1  0 
iz 

-2.47 

1.50 

1.64 

4.3 

Leisure 

/yi  y1 
04/44 

C7 

b/ 

6 

4.72 

28 

1 

1            1  Q 

1 

oc 
zb 

1  1  0 
i  i  .0 

1  0 
iz 

i  7.00 

8.35 

5.90 

NM 

Nonbank  financial 

OQ  /OC 

1  on 

16 

4.17 

67 

1 

1  65 

4y 

0  1  Q 

01  .y 

no 
Do 

1.52 

1.67 

1.85 

2.2 

electrical 

07 /on 

1 Q 
iy 

1  0.00 

0 

ZO 

1  oy 

OD 

1  9ft  R 

1  9 
IZ 

1  1.00 

1.91 

2.55 

5.1 

Electrical 

bU/4D 

173 

13 

0.63 

8 

24 

1  85 

0  0 

zo 

00  A 

ZZA 

1  0 
i  z 

3.79 

4.44 

4.88 

5.1 

Nonbank  financial 

0'4-/03 

M  ^/I 

IN  IVI 

0.00 

0 

—  io 

1  00 

9A 

AQ  A 

1  9 
1  z 

j -10.83 

-13.72 

-8.66 

9.2 

rUDiisning/ 1 V 

0 1  /o  0 

94 

5 

0.00 

0 

-8 

bb 

c;  1 
b  i 

CI  c 

bi  .b 

i  z 

3.01 

4.87 

3.21 

9.7 

utilities 

'57/91 

by  i 

i  b 

1  0.00 

0 

0 

1       1 R 

Aft 

R*^  ft 
bO.o 

1  9 
1  z 

i  0.48 

1.77 

2.08 

3.4 

Services 

99RA 

f^7 

i  0.00 

0 

ODD 

1       7 1 

0  0 

R7ft  A 

1  9 
1  z 

0.23 

0.55 

0.99 

6.1 

Telecommunications 

A/1/^'5 
'4-'+/00 

i  b 

1  0.00 

0 

A 

1         0  i 

"57 
0  / 

Qft  A 

uo 

1  2.65 

2.33 

2.91 

4.1 

Leisure 

AQ/^f^ 
zJ/00 

1  A7 

1  0.54 

8 

i  0 

1  ou 

28 

25  0 

1  9 
1  z 

!  3.97 

3.10d 

4.00 

NM 

Nonbank  financial 

"7  1  /C  1 

/  i/bi 

236 

NM 

3.36 

2240 

8 

'  7i^ 

1  /b 

on 
ZU 

yl  Q  0 

4o.z 

1  0 

iz 

1  2.91 

0.10 

4.08 

3.2 

Electrical 

12/5 

156 

18 

0.00 

0 

89 

1       4 1 

117 

67.3 

12 

-5.17 

0.63 

0.84 

20.2 

Office  equipment 

'^9/9C^ 

1  A'5 
140 

1  A 
14 

1  5.96 

83 

c 
D 

1  9^ 

AR 
'tb 

R 

1  9 
1  z 

j  1.95 

2.08 

2.21 

1.8 

Utilities 

0  R/O  /I 

000 
Zoo 

17 

1  1.65 

29 

33 

1  CO 

1 

0  Q 
00 

4y.b 

no 

uy 

[  0.90 

1.96 

2.87 

9.4 

Chemicals 

99/1  7 

1  9n 

i  0.96 

25 

1 
i 

1  QR 

1  "b 

DZ 

Af;  Q 

1  9 
IZ 

\  -2.04 

0.79 

1.95 

9.2 

Nonbank  financial 

34/21 

377 

27 

I  0.00 

0 

2 

1  99 

45 

117.6 

12 

1  0.69 

1.06 

1.36 

5.1 

40/34 

168 

23 

1  5.53 

125 

14 

1  28 

33 

27.4 

12 

1  2.47 

1.72 

2.89 

2.1 

utilities 

39/16 

812 

19 

1  0.00 

0 

47 

1  72 

34 

881.0 

03 

1  1.21 

2.04d 

2.45 

8.6 

Electrical 
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HE  BUSINESS  WEEK  1000 


COMPANY 


MARKET  VALUE 


$Mlt 


CHANGE 

FROM  VEAS 

1994  AGO 

*  RANK 


SALES 

12 
MONTHS 
1994 
$MIL 


CHANGE 
FROM 
1993 


PROFITS 

12 

MONTHS 
1994 


CHANGE 
FROM 
1993 


12 

MONTHS 
1994 


12 

MONTHS 
1993 


ON 
INVESTED 
CAPITAL 


ON 
COMMON 
EQUITY 


TELEOYNE 

OLD  KENT  FINANCIAL 
INLAND  STEEL  INDUSTRIES 
NICOR 

OLD  REPUBLIC  INTERNATIONAL 


1283 
1282 
1281 
1276 
1276 


11  704 

3  653 
-6  619 

-12  593 

4  667 


2391 

875y 
4497 
1609 
1679 


16 
-4 
-3 


-8.4 
136,1 
107.4 
109.5 
150.9 


NM 

6 
NM 
0 
-9 


NM 

15.6 
2,4 
6.8 
9.0 


2.9 

15.9 
NM 
6.5 
9.6 


NM 

18.3 
10.8 
NA 
9.0 


-3.1 
15.9 
15.4 
16.0 
11.0 


ALUMAX 

NOBLE  AFFILIATES 
MONTANA  POWER 
STAR  BANC 
MEDITRUST 


1275 
1275 
1273 
1270 
1268 


6  686 

-1  642 

2  652 

19  758 

16  741 


2755 
358 

1007y 
675 
173 


17 
25 
-2 
9 
15 


46.7 
3.2 
113.6 
116.6 

80.5 


NM 
-75 
6 
16 
26 


1.7 
0.9 
11.3 
17.3 
46.5 


NM 
4.4 

10.5 
16.2 
42.2 


4.7 
2.7 
9.1 
16.7 
NA 


3.3 
3.5 
11.4 
16.2 
12.6 


RUST  INTERNATIONAL 
RELIASTAR  FINANCIAL 
LIZ  CLAIBORNE 
GEORGIA  GULF 
POTLATCH 


1266 
1263 
1262 
1260 
1260 


6  530 

7  929 
0  494 

8  697 
7  622 


1683 
1571 
2163 
955 
1471 


10 

5 
-2 
24 

7 


55.6 
107.7 

82.8 
122.2 

49.0 


-30 
31 
-34 
189 
28 


3.3 
6.9 
3.8 
12.8 
3.3 


5.2 
5.5 
5.7 
5.5 
2.8 


4.7 
12.5 

8.1 
46.9 

5.3 


5.8 
13.4 
8.2 
NM 
5.3 


FEDERAL  PAPER  BOARD 
CAREMARK  INTERNATIONAL 
PACIFIC  TELECOM 
FIRST  SECURITY 
NEXTEL  COMMUNICATIONS 


1259 
1253 
1253 
1252 
1250 


12 
-19 

24 
-11 
-68 


730 
563 
790 
608 
262 


1570 
2426 
705 
959 
89a 


13 
36 
0 
20 
59 


72.0 
80.4 
81.4 
140.1 
-113.0 


NM 
3 
38 
23 

NM 


4.6 
3.3 
11.5 
14.6 
NM 


0.5 
4.4 
8.4 
14.3 
NM 


7.2 
NA 
NA 
NA 
NM 


NA 
17.4 
12.3 
15.8 
-8.9 


OWENS-ILLINOIS 
IPALCO  ENTERPRISES 
DEAN  FOODS 
VARIAN  ASSOCIATES 
BETZ  LABORATORIES 


1250 
1241 
1238 
1235 
1233 


-17  580 

1  669 
-1  651 

2  681 
-13  600 


3567 
686 
2572 
1630 
708 


1 
3 
12 
21 
3 


78.3 
96.2 
79.7 
88.4 
73.2 


NM 
22 
25 
74 
15 


2.2 
14.0 
3.1 
5.4 
10.3 


NM 
11.8 
2.8 
3.8 
9.3 


NM 
8.5 
12.4 
17.3 
18.0 


19.8 
11.6 
14.5 
19.7 
21.2 


BOISE  CASCADE 
MILLIPORE 
PAYCHEX 
HBO 

HEALTH  MANAGEMENT  ASSOCIATES 


1233 
1229 
1227 
1223 
1223 


25  806 

2  683 

5  698 

77  NR 

23  800 


4140 
497 
243 
327 
452 


5 
12 
18 
30 
23 


-62.6 
59.6 
33.2 
28.2 
52.1 


NM 
22 
40 
50 
47 


NM 
12.0 
13.7 

8.6 
11.5 


NM 

11.0 
11.5 
7.5 
9.6 


NM 
20.2 
27.1 

NA 
16.6 


-13.9 
26.9 
27.2 
34.1 
20.6 


REVCOD.S. 

BOWATER 

LAFARGE 

PERKIN-ELMER 

VIKING  OFFICE  PRODUCTS 


1222 
1220 
1219 
1216 
1216 


58 
44 
-24 
-27 
30 


947 
897 
553 
538 
836 


3158 
1359 
1563 
1033 
674 


34 
0 
5 
NA 
36 


43.5 

-4.8 
80.6 
70.3 
38.4 


95 
NM 
NM 
NA 
54 


1.4 

NM 
5.2 
6.8 
5.7 


0.9 
NM 
0.4 
NA 
5.0 


4.6 
NM 
NA 
24.0 
22.0 


6.0 
-3.1 

9.7 
24.5 
22.0 


WASHINGTON  MUTUAL 
OHIO  CASUALTY 
ETHYL 

AT&T  CAPITAL 
STOP  &  SHOP 


1215 
1215 
1214 
1213 
1207 


-8  633 

6  710 

-44  437 

3  689 

-2  572 


1316y 

1559 

1174 

1384 

3751a 


12 
-7 
-39 
2 
7 


172.3 
89.0 
97.8 

100.3 
79.0 


-2 
2 
9 
40 
31 


13.1 
5.7 
8.3 
7.3 
2.1 


14.9 
5.2 

4,6 
5.3 
1.7 


NA 
9.3 

16.7 
6. ,5 

11.4 


12.2 
10.1 
25.5 
10.0 
32.1 


RUSSELL 

CAPITAL  ONE  FINANCIAL 
KELLY  SERVICES 

ALLMERICA  PROPERTY  &  CASUALTY 
HEALTHSOUTH 


1207 
1206 
1205 
1205 
1202 


6 
NA 
16 

5 
40 


717 
NR 
770 
707 
891 


1098 
656 
2363 
1991a 
1127 


18 
44 
21 
1 

96 


78.8 
95.3 
61.1 
100.8 
53.2 


61 
-14 

37 
-59 
292 


7.2 
14.5 
2.6 
5.1 
4.7 


5.3 
24.3 

2.3 
12.6 

2.4 


11.8 
NA 

14.6 
7.9 
5.9 


12.7 
11,0 
14.6 
8.2 
15.3 


FIRST  VIRGINIA  BANKS 
UNION  BANK 
COLTEC  INDUSTRIES 
U.S.  SURGICAL 
BAYBANKS 


1200 
1200 
1197 
1194 
1192 


-3  666 

29  842 

-14  612 

21  809 

15  771 


588y 
1139 
1327 
919 
865y 


0 
1 

-1 
-11 
10 


113.2 
75.3 
94.0 
19.2 

108.4 


-2 
-9 
44 
NM 
60 


19.2 
6.6 
7.1 
2.1 

12.5 


19.8 
7.4 
4.9 
NM 
8.6 


15.8 
NA 

35.1 
NM 
NA 


15.3 
5.8 
NM 
0.7 

14.2 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAGE 


)ATION 

DIVIDENDS 

1  SHARES 

EARNINGS  PER  SHARE 

1  INDUSTRY  GROUP 

I  12-MONrH 
HIGH/ 
LOW 
t 

PRICE 
AS%OF 
BOOK 
VAIUE 

p[ 

RATIO 

1  YIELD 

PAYOUT 

TOTAl 
RETURN 

% 

1  INSII- 
1  TUTIONS 
HOLDING 
1  * 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 

ANALVilbtillMATES 
1995  VARI- 
£ST  ATION 
I  5; 

-1  

24/14 

470 

NM 

1  0,43 

DEF 

12 

1  50 

55 

58.0 

12 

1.32 

-0.15 

1.61 

11.8 

1  Conglomerates 

36/30 

150 

9 

1  3.92 

37 

7 

1  36 

41 

42.8 

12 

3.14 

3.35 

3.55 

2.0 

1  Banks 

42/28 

249 

16 

1  0.00 

0 

-14 

I  80 

45 

115.9 

12 

-1.96 

1.81 

4.54 

10.1 

Metals 

29/22 

188 

12 

j  5.09 

61 

-4 

i  52 

52 

35.8 

12 

1.97 

2.07 

2.05 

4.4 

Utilities 

26/19 

97 

10 

1  1.94 

20 

6 

1  75 

52 

33.9 

12 

2.69b 

2.44 

2.61 

4.6 

1  Nonbank  financial 

35/22 

114 

34 

1  0.00 

0 

5 

1  76 

45 

112.5 

12 

-3.24 

0.84 

2.63 

29.3 

;  Metals 

32/21 

300 

NM 

1  0.63 

257 

0 

1  81 

50 

87.5 

12 

0.26 

0.05 

0.59 

44.9 

Fuel 

26/22 

137 

12 

1  6.74 

80 

7 

1  34 

54 

52.5 

12 

1.98 

2.00 

2.11 

2.4 

!  Utilities 

45/34 

177 

11 

1  3.28 

36 

22 

1  34 

30 

24.4 

12 

3.35 

3.89 

4.29 

1.4 

1  Banks 

36/29 

199 

14 

1  8.25 

116 

4 

1  46 

40 

47.5 

12 

2.03 

2.28 

2.38 

2.5 

1  Housing 

21/11 

131 

23 

1  0.00 

0 

-26 

1  2 

83 

4.7 

12 

0.98 

0.57 

0.88 

4.5 

]  Services 

36/27 

172 

11 

2.64 

29 

29 

i  59 

37 

54.3 

12 

2.45b 

3.08 

3.99 

2.0 

1  Nonbank  financial 

27/15 

125 

15 

2.79 

42 

-28 

i  84 

78 

105.9 

12 

1.54 

1.06 

1.55 

7.7 

j  Consumer  products 

43/24 

NEG 

10 

1  0.00 

0 

5 

1  80 

42 

162.7 

12 

1.01 

2.88 

5.86 

10.1 

1  Chemicals 

47/36 

137 

26 

1  3.71 

95 

-4 

1  49 

29 

39.9 

12 

1.31 

1.68 

3.63 

11.6 

1  Paper 

32/20 

142 

20 

4.03 

79 

15 

i 

42 

101.6 

12 

-0.01b 

1.52 

3.73 

12.5 

1  Containers 

27/16 

271 

16 

0.23 

4 

-19 

j  59 

72 

144.7 

12 

1.05 

1.08 

1.34 

12.7 

1  Healthcare 

32/21 

189 

15 

4.17 

64 

29 

NA 

40 

11.0 

12 

1.49 

2.05 

NA 

NM 

{  Telecommunications 

33/22 

141 

9 

1  4.44 

40 

-9 

i  57 

50 

56.9 

12 

2.38 

2.81 

3.08 

3.5 

1  Banks 

47/9 

98 

NM 

0.00 

0 

-73 

i  55 

103 

318.2 

03 

-0.73 

-1.84d 

-2.34 

34.2 

1  Telecommunications 

13/10 

316 

16 

i  0.00 

0 

-17 

i  55 

119 

39.7 

12 

-1.70 

0.64 

1.35 

4.4 

1  Containers 

34/28 

155 

13 

1  6.45 

86 

7 

1  41 

38 

43.8 

12 

2.00 

2.45 

2.62 

1.9 

1  Utilities 

33/25 

225 

14 

1  2.19 

32 

1 

1  41 

40 

30.0 

05 

1.78 

2.14d 

2.36 

4.7 

1  Food 

40/31 

275 

17 

1  0.66 

11 

5 

1  80 

34 

80.0 

09 

1.25 

2.22 

2.72 

5.1 

1  Electrical 

54/42 

404 

19 

!  3.25 

63 

-10 

1  75 

28 

44.9 

12 

1.95b 

2.30 

2.61 

2.7 

\  Chemicals 

33/19 

147 

NM 

1  1.86 

DEF 

25 

85 

38 

139.5 

12 

-3.17 

-3.08 

3.04 

30.3 

1  Paper 

57/43 

555 

24 

i  1.13 

28 

25 

i  91 

23 

109.0 

12 

1.75 

2.18 

3.27 

4.5 

1  Electrical 

42/29 

1002 

33 

1  0.88 

29 

6 

[  62 

30 

111.9 

05 

0.94 

1.26d 

1.56 

3,8 

1  Office  equipment 

40/19 

1483 

45 

j  0.42 

19 

65 

1  86 

32 

271.8 

12 

0.59 

0.85 

1.20 

0.8 

1  Office  equipment 

29/18 

484 

26 

1  0.00 

0 

20 

1  95 

45 

78.4 

09 

0.72 

1.04 

1.27 

0,8 

1  Healthcare 

25/14 

168 

18 

1  0.00 

0 

27 

I  64 

67 

61.9 

05 

0.77 

l.OOd 

1.31 

6,9 

]  Healthcare 

34/20 

179 

NM 

1  1.80 

DEF 

46 

83 

37 

89.0 

12 

-1.84 

-0.59 

2.55 

27,2 

Paper 

26/16 

146 

15 

i  1.68 

25 

-25 

1  33 

68 

35.4 

12 

0.10 

1.18 

1.97 

9.1 

1  Housing 

38/25 

423 

17 

2.38 

41 

-22 

75 

42 

71.0 

05 

0.54 

1.55 

1.73 

1.7 

Electrical 

33/21 

696 

39 

1  0.00 

0 

28 

1  88 

41 

138.5 

05 

0.43 

0.75 

NA 

NM 

1  Retailing 

23/16 

96 

8 

1  3.78 

30 

-5 

1  NA 

60 

132.8 

12 

2.74 

2.54 

2.58 

8,1 

'  Nonbank  financial 

34/27 

137 

14 

4.50 

62 

11 

50 

36 

45.8 

12 

2.42 

2.47 

3.12 

13,1 

>  Nonbank  financial 

19/10 

315 

12 

4.88 

60 

-4 

55 

118 

60.2 

12 

0.76 

0.83 

0.87 

2,3 

]  Chemicals 

27/20 

120 

12 

1.55 

19 

4 

12 

47 

9.8 

12 

1.67 

2.14 

2.47 

2,4 

j  Nonbank  financial 

28/23 

490 

15 

0.00 

0 

-3 

37 

50 

35.0 

01 

1.23 

1.58d 

1.85 

2,2 

!  Food 

33/27 

195 

15 

1  1.59 

24 

9 

1  49 

40 

37.9 

12 

1.19 

1.96 

2.32 

3,4 

1  Consumer  products 

18/14 

502 

13 

1  0.00 

0 

NA 

!  NA 

66 

NA 

12 

1.67 

1.44 

1.95 

7.7 

1  Nonbank  financial 

32/23 

288 

20 

1  2.27 

45 

18 

37 

38 

45.9 

12 

1.18 

1.61 

1.88 

5.9 

1  Services 

20/14 

97 

12 

0.82 

10 

5 

89 

52 

15.2 

12 

4.08 

1.64 

2.21 

11.3 

1  Nonbank  financial 

41/25 

346 

29 

i  0.00 

0 

36 

1  91 

30 

154.1 

12 

0.39 

1.40 

2.13 

3.3 

]  Health  care 

40/32 

163 

10 

1  3.74 

38 

-4 

1  31 

34 

25.9 

12 

3.57 

3.51 

3.74 

2.7 

1  Banks 

34/26 

109 

19 

1  4.18 

78 

32 

\  83 

35 

13.5 

12 

2.11 

1.80 

3.80 

5.8 

1  Banks 

21/15 

NEG 

13 

i  0.00 

0 

-14 

1  84 

70 

38.1 

12 

0.94 

1.35 

1.59 

0.6 

1  Conglomerates 

29/16 

181 

NM 

1  0.38 

100 

21 

1  40 

57 

258.8 

12 

-2.48 

0.08 

0.84 

23.8 

1  Health  care 

65/51 

156 

11 

1  3.19 

35 

17 

1  77 

19 

149.5 

12 

3.57 

5.65 

6.11 

9.2 

i  Banks 
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THE  BUSINESS  WEEK  1000 


COMPANY 


MARKET  VALUE 


SALES 


MARGINS 

RETURN 

SMIL 

CHANGE 
FROM 
1994 

im 

AGO 

RANK 

12 

MONTHS 
1994 
$MIL 

CHANGE  1 
FROM  1 
1993 

%  ] 

12 

MONTHS 
1994 
$MH 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EOUITY 

12 

MONTHS 
SMIL 

701 

SOUTHWESTERN  PUBLIC  SERVICE 

1192 

4 

709 

828 

1  1 

97.3 

-9 

11.8 

13.1 

9.7 

13.3 

1794 

702 

FINA 

1189 

8 

738 

3421 

0  ! 

102.0 

45 

3.0 

2.1 

7.7 

9.1 

2473 

703 

DELMARVA  POWER  &  LIGHT 

1183 

-4 

671 

991 

2  1 

108.3 

-3 

10.9 

11.4 

7.9 

11.2 

2670 

704 

SIMON  PROPERTY  GROUP 

1 180 

12 

NR 

474 

9 

41.4 

27 

8.7 

7.5 

10.5 

61,8 

2086 

705 

UAL 

1179 

-64 

307 

13950 

5  i 

77.0 

NM 

0.6 

NM 

NA 

NM 

11764 

706 

ALTERA 

1178 

72 

NR 

199 

42 

14,6 

-31 

7.3 

15.1 

9.7 

9,7 

188 

707 

NATIONAL  HEALTH  LABORATORIES  HLDGS. 

1178 

4 

701 

873 

15  i 

30.1 

-73 

3.5 

14.8 

6.2 

19.3 

1018 

191 

708 

FOSTER  WHEELER 

1173 

-22 

582 

2234 

-14 

65.4 

13 

2.9 

2.2 

NA 

14.5 

2050 

4j! 

709 

BANCORP  HAWAII 

1 172 

-12 

631 

932 

3  1 

117.7 

-11 

12.6 

14.6 

12.4 

12.0 

12586 

3K 

710 

BROOKLYN  UNION  GAS 

1166 

-5 

675 

1331 

8  1 

88.1 

13 

6.6 

6.4 

8.1 

10.9 

2136 

nil 

711 

QUESTAR 

1166 

-6 

662 

670 

2  1 

49.4 

-42 

7.4 

12.8 

6.8 

7.5 

1548 

35/2 

712 

AMPHENOL 

1164 

81 

NR 

693 

15  i 

42.4 

71 

6.1 

4.1 

12.0 

15.9 

677 

2H 

713 

LOUISIANA  LAND  &  EXPLORATION 

1 156 

-6 

661 

802y 

-2  i 

-226.9 

NM 

NM 

1.6 

NM 

-39.4 

1478 

iWi 

714 

B.F.GOODRICH 

1151 

9 

762 

2199 

21  I 

65.7 

329 

3.0 

0.8 

7.0 

7.1 

2469 

715 

CALLAWAY  GOLF 

1149 

-5 

680 

449 

76  1 

78.0 

89 

17.4 

16.2 

41.9 

41.9 

244 

716 

ASARCO 

1146 

9 

760 

2032 

17 

64.0 

NM 

3.2 

NM 

NM 

4.2 

3304 

M 

717 

HEILIG-MEYERS 

1145 

-28 

555 

1095y 

36  1 

66.2 

31 

6.0 

6.3 

11.6 

13.8 

1175 

m 

718 

LA  QUINTAINNS 

1145 

45 

938 

362y 

33 

37.8 

95 

10.4 

7.1 

10.3 

20.9 

840 

M 

719 

REYNOLDS  &  REYNOLDS 

1142 

11 

765 

825 

14 

70.7 

28 

8.6 

7.6 

16.6 

24.3 

647 

M 

720 

AMERICAN  PREMIER  UNDERWRITERS 

1140 

-8 

656 

1843y 

5 

0.8 

NM 

0.0 

13.8 

0.1 

0.1 

4168 

3oa 

721 

TOTAL  SYSTEM  SERVICES 

1139 

35 

900 

188 

23  1 

22.5 

11 

12.0 

13.3 

19.2 

19.2 

154 

Mil 

722 

ORYX  ENERGY 

1 138 

-35 

521 

1072y 

2  1 

-65.0 

NM 

NM 

NM 

NM 

-15.2 

3371 

18(10 

723 

INFINITY  BROADCASTING 

1135 

8 

776 

313 

34 

33.4 

133 

10.6 

6.1 

14.9 

NM 

566 

38/20 

724 

OUTBACK STEAKHOUSE 

1118 

-5 

735 

452 

46 

38.6 

53 

8.5 

8.2 

NA 

25.0 

224 

32'23 

725 

WEIS  MARKETS 

1116 

-3 

706 

1557 

8  1 

76.2 

5 

4,9 

5.1 

10.0 

10.0 

893 

27/24 

726 

BOSTON  EDISON 

1116 

-8 

674 

1549 

4  ; 

125.0 

6 

8.1 

8.0 

8.5 

11,8 

3594 

25:22 

727 

TIMKEN 

1114 

2 

739 

1930 

13  i 

68.5 

NM 

3.5 

NM 

8.9 

9,5 

1859 

3931 

728 

A.H.  BELO 

1112 

5 

761 

628 

15  1 

68.9 

55 

11.0 

8.2 

11.1 

18,0 

914 

61'43 

729 

BEVERLY  ENTERPRISES 

1112 

-10 

660 

2969 

3  1 

76.9 

33 

2.6 

2.0 

7.7 

10.4 

2065 

1&12 

730 

TRITON  ENERGY  tt 

1109 

8 

777 

32 

NA  ! 

-27.7 

NA 

NM 

NA 

NM 

-21.7 

615 

38/25 

731 

SPIEGEL 

1109 

-51 

428 

3016 

16  I 

25.1 

-48 

0.8 

1.9 

4.1 

4.4 

2560 

27/9 

732 

MANVILLE 

1105 

3 

753 

2560 

12 

65.4 

8 

2.6 

2.7 

8.0 

4.7 

3797 

10i7 

733 

NEW  PLAN  REALTY  TRUST 

1105 

-3 

721 

109a 

36 

55.5 

24 

50.9 

56.0 

9.1 

9.8 

653 

im 

734 

BANKERS  LIFE  HOLDING 

1105 

"6 

691 

1445a 

-1 

138.7 

-3 

9.6 

9.8 

22.0 

28.2 

3980 

im 

735 

CYPRESS  SEMICONDUCTOR 

1104 

67 

NR 

406 

33  1 

50.5 

528 

12.4 

2.6 

11.8 

14.3 

556 

29/14 

736 

TALBOTS 

1104 

4 

759 

834 

18  I 

51.2 

64 

6.1 

4.4 

12.8 

13.5 

543 

37  27 

737 

FIRST  COLONY 

1103 

-14 

644 

1470a 

-2  1 

152.8 

-20 

10.4 

12.7 

13.3 

10.9 

9092 

2a'19 

738 

MCN 

1099 

-3 

722 

1546 

4 

80.5 

8 

5.2 

5.0 

9.1 

15.2 

2245 

2C16 

739 

FIRST  EMPIRE  STATE 

1097 

17 

835 

789a 

-1 

112.0 

16 

14.2 

12.1 

19.8 

16.7 

10529 

6'!35 

740 

CHICAGO  &  NORTH  WESTERN  HOLDINGS 

1096 

-9 

684 

1130 

8 

84.0 

31 

7.4 

6.1 

10.7 

31.5 

2219 

741 

AMERICA  ONLINE 

1094 

86 

NR 

195 

194  1 

-33.8 

NM 

NM 

3.0 

NA 

-33.2 

167 

'2i3 

742 

OLIN 

1094 

17 

830 

2658 

10  1 

90.8 

NM 

3.4 

NM 

9.8 

10.8 

2030 

iC45 

743 

EL  PASO  NATURAL  GAS 

1093 

-23 

601 

870 

-4  1 

89.6 

-2 

10.3 

10.1 

9.2 

12.6 

2332 

128 

744 

ALLEGHANY 

1089 

13 

816 

1827 

8  \ 

68.4 

-15 

3.7 

4,8 

NA 

11,4 

3588 

!;37 

745 

HARSCO 

1089 

-3 

733 

1466y 

1  ! 

86.6 

7 

5.9 

5.6 

11.2 

15.3 

1315 

6'38 

746 

RIVERWOOD  INTERNATIONAL 

1089 

-5 

715 

1283 

15  ! 

10.2 

217 

0.8 

0.3 

4.8 

2.0  1 

2142 

s:( 

747 

STEWART  &  STEVENSON  SERVICES 

1089 

-34 

546 

1095a 

14  i 

66.0 

24 

5.0 

5.5 

14.7 

16.4 

876 

i4'2! 

748 

CENTOCOR 

1088 

132 

NR 

67 

-11  1 

-126.7 

NM 

NM 

NM 

NM 

NM 

306 

If  ; 

749 

MARK  IV  INDUSTRIES 

1088 

38 

937 

1438 

20  1 

61.9 

28 

4.3 

4.0 

7.5 

13.1  1 

1804 

3'; 

BERGEN  BRUNSWIG 

1082 

54 

989 

7633y 

NA  1 

59.3 

NA 

0.8 

NA 

9.4 

12.8 

2051 

8;3 

PROFITS 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PA 


ON 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONTH 
HIGH/ 

low 

$ 

AS%OF 
BOOK 
VAIUE 

P-£ 
RATIO 

YIELD 

% 

PAYOUT 

% 

TOTAL 
RETURN 
% 

TutroNs 

HOLDING 
% 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
EST  ATION 

%  % 

29/24 

172 

12 

7.55 

92 

11 

27 

41 

41.2 

08 

2.43 

2.38 

2.39 

2.5 

Utilities 

80/54 

106 

12 

5.25 

61 

15 

3 

16 

1.9 

12 

4.51 

6.54 

NA 

NM 

Fuel 

22/17 

134 

12 

7.75 

92 

3 

23 

60 

44.8 

12 

1.75 

1.67 

1.72 

4.1 

Utilities 

28/23 

1455 

34 

7.79 

268 

2 

57 

48 

60.3 

12 

0.80 

0.71 

1.20 

NM 

Housing 

135/83 

NEG 

NM 

0.00 

0 

34 

89 

12 

250.2 

12 

-2.64 

0.76 

8.65 

25.7 

Transportation 

57/22 

786 

84 

0.00 

0 

70 

97 

21 

933.3 

12 

1.01 

0.68 

2.34 

3.4 

Electrical 

16/11 

755 

39 

0.00 

0 

4 

54 

85 

92.0 

12 

1.26 

0.36 

0.78 

3.8 

Health  care 

45/27 

261 

18 

2.26 

40 

-20 

68 

36 

102.9 

12 

1.62 

1.83 

2.09 

2.4 

Services 

35/24 

120 

10 

3.71 

38 

-7 

61 

42 

41.0 

12 

3.09 

2.75 

2,98 

7.0 

Banks 

27/22 

144 

13 

5.67 

75 

-1 

27 

48 

22.5 

09 

1.73 

1.85 

1.89 

1.5 

Utilities 

35/26 

178 

24 

3.95 

94 

-2 

78 

40 

42.7 

12 

2.10 

1.21 

2,21 

4.1 

Utilities 

25/14 

436 

27 

0.00 

0 

58 

49 

47 

64.5 

12 

0.58 

0.91 

1,19 

1.7 

Electrical 

47/31 

201 

NWI 

0.69 

DEF 

-5 

87 

33 

93.6 

12 

0.43 

-6.80 

0,47 

68.1 

Fuel 

48/40 

142 

20 

4.93 

98 

13 

88 

26 

72.9 

12 

0.28 

2.24 

2,85 

10.9 

Chemicals 

43/29 

616 

16 

1.19 

19 

-5 

73 

34 

374.2 

12 

1.20 

2.13 

2,59 

3.1 

Leisure 

35/21 

75 

18 

1.47 

26 

10 

56 

42 

119.6 

12 

-1.70 

1.53 

3,76 

31.6 

Metals 

36/23 

240 

17 

1.02 

18 

-28 

81 

48 

105.4 

02 

1.12 

1.37d 

1,66 

2.4 

Consumer  products 

26/17 

633 

32 

0.40 

13 

44 

66 

46 

54.8 

12 

0.41 

0.78 

0,99 

2.0 

Leisure 

28/20 

393 

18 

1.45 

27 

16 

74 

42 

56.3 

09 

1.20 

1.51 

1,86 

2.2 

Office  equipment 

30/22 

70 

NM 

4.06 

5000 

-2 

76 

46 

40.0 

12 

5.03 

0.02 

1.85 

7.5 

Nonbank  financial 

20/10 

973 

50 

0.51 

26 

35 

3 

65 

3.6 

12 

0.32 

0.35 

0.42 

4.8 

Office  equipment 

18/10 

263 

NM 

0.00 

0 

-36 

59 

99 

84.1 

12 

-1.01 

-0.68 

0.08 

750.0 

Fuel 

38/20 

NEG 

48 

0.00 

0 

10 

84 

32 

143.2 

12 

0.35 

0.74d 

1.10 

17.3 

Publishing/TV 

32/23 

726 

30 

0.00 

0 

-6 

60 

43 

226.5 

12 

0.51 

0.88 

1.12 

3.5 

Leisure 

27/24 

147 

15 

2.97 

43 

0 

47 

44 

6.0 

12 

1.56 

1.75 

NA 

NM 

Food 

29/22 

120 

10 

7.43 

76 

-3 

36 

46 

55.3 

12 

2.28 

2.41 

2.49 

1.2 

Utilities 

39/31 

155 

16 

3.01 

49 

4 

72 

31 

45.7 

12 

-0.57 

2.21 

3.05 

13.4 

Manufacturing 

61/43 

291 

17 

1.06 

18 

9 

50 

20 

43.9 

12 

2.20 

3.41 

3.55 

3.3 

Publishing/TV 

16/12 

168 

16 

0.00 

0 

-14 

70 

86 

125.5 

12 

0.45 

0.79 

0.94 

2.1 

Health  care 

38/25 

466 

NM 

0.00 

0 

8 

75 

36 

92.1 

12 

-0.25 

-0.18d 

-0.25 

111.5 

Fuel 

27/9 

193 

45 

1.95 

87 

-50 

12 

108 

58.9 

12 

0.47 

0.23 

0.75 

18.7 

Retailing 

10/7 

128 

27 

0.00 

0 

3 

14 

123 

7.6 

12 

0.31 

0.33 

NA 

NM 

Paper 

24/19 

195 

20 

6.40 

126 

-4 

13 

53 

31.2 

07 

0.89 

1.05 

NA 

NM 

Housing 

26/17 

233 

8 

2.87 

24 

-1 

26 

53 

52.9 

12 

2.53 

2.49 

2.71 

3.3 

Nonbank  financial 

29/14 

313 

23 

0.00 

0 

55 

80 

39 

179.7 

12 

0.21 

1.23 

1.55 

7.2 

Electrical 

37/27 

292 

20 

0.63 

13 

5 

36 

35 

50.4 

01 

1.42 

1.55d 

1.83 

1.5 

Retailing 

26/19 

116 

11 

1.43 

15 

-13 

57 

49 

37.2 

12 

4.12 

2.10 

2.38 

3.8 

Nonbank  financial 

20/16 

215 

14 

4.84 

68 

0 

46 

50 

33.2 

12 

1.24 

1.31 

1.51 

6.6 

Utilities 

5/135 

161 

10 

1.45 

15 

24 

47 

7 

14.0 

12 

13.87 

16.35 

17.23 

3.7 

Banks 

28/18 

411 

13 

0.00 

0 

-10 

69 

44 

54.8 

12 

1.44 

1.86 

2.25 

7.1 

Transportation 

72/25 

1077 

NM 

0.00 

0 

70 

NM 

15 

932.8 

06 

0.23 

0.39 

0.80 

5.0 

Office  equipment 

50/46 

159 

14 

4.72 

66 

8 

55 

22 

102.7 

12 

-4,52 

3.55 

5.30 

7,0 

Chemicals 

il/28 

154 

13 

3.94 

49 

-17 

74 

36 

61.2 

12 

2.46 

2.45 

2,97 

4,4 

Utilities 

)/137 

117 

16 

0.00 

0 

10 

56 

7 

8.7 

12 

11.91 

10.00 

11.00 

NM 

Nonbank  financial 

16/38 

192 

13 

3.42 

43 

0 

58 

25 

35.9 

12 

3.23 

3.45 

3.55 

3,9 

Manufacturing 

19/14 

209 

NM 

0.96 

100 

-4 

18 

66 

12.4 

12 

0.05 

0.16 

1.24 

5.5 

Containers 

34/28 

270 

16 

0.85 

14 

-33 

72 

33 

220.4 

01 

i./3 

2.06d 

2.40 

2.5 

Manufacturing 

20/  9 

NM 

N  M 

0.00 

0 

77 

0  / 

-1.79 

-2.55 

-0.22 

145.5 

Health  care 

!3/16 

230 

14 

0.55 

8 

9 

49 

54 

54.7 

02 

1.09b 

1.39d 

1.61 

8.1 

Manufacturing 

!8/13 

234 

19 

1.76 

33 

47 

53 

40 

73.7 

09 

0.75 

1.45 

1.55 

3.6 

Health  care 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

Kt  1  unrj 

1  ASSETS 

$MIL 

CHANGE 
FROM 
1994 

% 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
$MIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 
$Mll 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 

MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

% 

ON 
COMMON 
EQUITY 

% 

1  12 
1  MONTHS 
!  1994 
1  SMIL 

751 

USG 

1082 

-5 

723 

2290 

NA 

-92.0 

'  NA 

NM 

NA 

NM 

NM 

1  2266 

,38 

752 

SECURITY  CAPITAL  INDUSTRIAL  TRUST 

1082 

NA 

NR 

72 

589 

25.1 

469 

35.0 

42.4 

NA 

4.7 

1  1195 

!8 

753 

HEALTHCARE  COMPARE 

1079 

27 

895 

187 

18 

50.7 

32 

27.2 

24.4 

27.4 

25.4 

1  215 

'P 

754 

NAVISTAR  INTERNATIONAL 

1  1079 

-40 

506 

5305a 

13 

102.0 

NM 

1.9 

NM 

10.6 

14.0 

4794 

755 

NEW  WORLD  COMMUNICATIONS  GROUP 

1  1078 

NA 

NR 

369a 

NA 

-42.6 

NA 

NM 

NA 

NM 

-10.9 

1  1676 

756 

HANNAFORD  BROTHERS 

i  1076 

7 

789 

2292y 

12 

62.3 

14 

2.7 

2.7 

NA 

14.1 

878 

757 

CONTINENTAL  CORP.        \  -  v 

1075 

-23 

609 

5137y 

-1 

-642.4 

NM 

NM 

3.1 

NM 

-46.7 

;  15881 

,25 

758 

ITEL 

1  1074 

17 

847 

1751a 

27 

12.7 

30 

0.7 

0.7 

NA 

2.1 

1  1320 

3? 

759 

FHP  INTERNATIONAL 

1  1073 

15 

834 

3214 

42 

79.9 

50 

2.5 

2.3 

NA 

5.9 

1  2341 

760 

DIEBOLD 

1  1073 

-4 

734 

760 

22 

63.5 

31 

8.4 

7.8 

13.9 

14.0 

!  662 

1? 

761 

LAM  RESEARCH 

I  1072 

27 

904 

611 

65 

55.2 

94 

9.0 

7.6 

14.4 

16.8 

545 

.47 

762 

CENTRAL  FIDELITY  BANKS 

1  1070 

-7 

713 

689a 

4 

112.0 

13 

16.3 

15.0 

10.3 

12.9 

10054 

35i 

763 

TOSCO 

i  1070 

-1 

810 

6366 

79 

83.8 

4 

1.3 

2.3 

10.3 

13.8 

1800 

341 

764 

A. SCHULMAN 

1070 

4 

779 

839 

24 

48,0 

20 

5.7 

5.9 

12.5 

13.4 

!  564 

30 

765 

R.P.  SCHERER 

1  1069 

19 

865 

507 

19 

39.0 

24 

7.7 

7.4 

13.9 

16.0 

1  646 

« 

766 

PROVIDENT  LIFE  &  ACCIDENT 

•  1066 

-17 

643 

2762y 

-6 

135.3 

NM 

4.9 

NM 

9.1 

10.8 

1  17150 

30 

767 

KU  ENERGY 

1  1054 

6 

804 

637 

5 

78.3 

-5 

12.3 

13.6 

9.1 

12.3 

1  1669 

29 

768 

VANGUARD  CELLULAR  SYSTEMS 

1054 

33 

932 

168 

54 

-13.9 

NM 

NM 

NM 

NM 

-35.6 

432 

29 

769 

EQUITABLE  OF  IOWA 

1  1053 

-4 

785 

652 

14 

98.3 

13 

15.1 

15.2 

17.9 

17.0 

1  7966 

,■39/ 

770 

PERRIGO 

1053 

-52 

438 

679 

7 

52.4 

0 

7.7 

8.3 

14.1 

16.9 

i  507 

30 

771 

TEKTRONIX 

1  1051 

30 

926 

1372 

8 

73.9 

NM 

5.4 

NM 

NA 

13.9 

;  1037 

'41/ 

772 

UNITED  ASSET  MANAGEMENT 

1  1050 

-1 

755 

492 

9 

59.0 

11 

12.0 

11.8 

NA 

15.1 

1  916 

40i 

773 

CORDIS 

1  1049 

42 

NR 

387 

33 

44.2 

26 

11.4 

12.1 

19.0 

19.1 

1  311 

69/ 

774 

RPM 

I  1044 

-4 

744 

911 

15 

57.1 

23 

6.3 

5.9 

8.9 

17.1 

966 

20/ 

775 

TIDEWATER 

1  1044 

-11 

692 

526 

2 

42.7 

28 

8.1 

6.5 

8.1 

7.4 

i  927 

25/ 

776 

LEGENT 

1  1043 

21 

887 

509 

16 

55.0 

-3 

10.8 

12.9 

12.7 

12.7 

1  709 

3?( 

777 

PITTSTON  SERVICES  GROUP 

1  1040 

-9 

726 

1872 

19 

79.8 

69 

4.3 

3.0 

17.3 

16.6 

941 

31/ 

778 

ELECTRONIC  ARTS 

1  1035 

-16 

665 

484 

22 

53.6 

28 

11.1 

10.6 

27.1 

27.7 

1  350 

30/ 

779 

ATLANTIC  ENERGY 

1  1033 

-5 

742 

913 

5 

93.3 

-17 

10.2 

13.0 

7.2 

8.7 

1  2577 

22/ 

780 

COMMERCE  BANCSHARES 

i  1032 

1 

783 

588 

8 

96.1 

11 

16.4 

16.0 

NA 

13.2 

1  8036 

52/ 

781 

PORTLAND  GENERAL 

]  1029 

17 

873 

959 

1 

103.9 

3 

10.8 

10.7 

8.1 

11.0 

!  3561 

21/ 

782 

FISERV 

1028 

33 

945 

564 

24 

37.7 

23 

6.7 

6.8 

8.8 

11.1 

1418 

y 

783 

ENSERCH  EXPLORATION 

i  1025 

33 

NR 

177 

-4 

25.4 

NM 

14.9 

NM 

5.7 

4.3 

1  1144 

784 

BANK  SOUTH 

i  1025 

18 

939 

486a 

15 

89.5 

37 

18.4 

15.5 

17.7 

13.6 

1  6922 

Hi 

785 

TECUMSEH  PRODUCTS 

:  1023 

-9 

705 

1533 

17 

120.3 

48 

7.8 

6.2 

15.7 

15.3 

1  1290 

56/4 

786 

NORDSON 

1023 

-2 

763 

525 

13 

47.8 

14 

9.1 

9.0 

22.0 

22.6 

1  382 

6515 

787 

LANCASTER  COLONY 

1022 

1 

791 

771 

14 

66.6 

28 

8.6 

7.8 

24.9 

27.6 

1  376 

39/2 

788 

BRODERBUNO  SOFTWARE 

1022 

164 

NR 

132 

38 

16.4 

10 

12.4 

15.6 

17.6 

17.6 

1  127 

SM 

789 

CHRIS-CRAFT  INDUSTRIES 

i  1020 

1 

796 

481 

9 

64.7 

-57 

13.5 

33.9 

5.6 

5.0 

1  2241 

4213 

790 

NATIONAL  FUEL  GAS 

1018 

-10 

718 

1103 

6 

80.5 

4 

7.3 

7.4 

8.9 

10.3 

2042 

33/2 

791 

COMPASS  BANCSHARES 

1  1017 

17 

888 

638a 

9 

99.7 

11 

15.6 

15.4 

NA 

16.6 

1  9123 

m 

792 

FLEETWOOD  ENTERPRISES 

1  1007 

-1 

780 

2739a 

30 

85.7 

46 

3.1 

2.8 

10.4 

14.7 

!  1290 

"/I 

793 

CIPSCO 

1  1006 

4 

815 

845 

0 

87.4 

-2 

10.4 

10.6 

9.1 

12  9 

1767 

30,12 

794 

BRIGGS  &  STRATTON 

1  1005 

-18 

663 

1353 

14 

112.6 

34 

8.3 

7.1 

24.4 

27.6 

767 

i3'3 

795 

WEST  ONE  BANCORP 

1  1004 

9 

843 

666 

13 

103.2 

24 

15.5 

14.1 

13.3 

14.4 

8793 

325 

796 

,  NATIONAL  GYPSUM 

;  1003 

19 

903 

630 

NA 

83.0 

NA 

13.2 

NA 

25.4 

22.9 

1  597 

33/2 

797 

PETSMART 

i  1003 

21 

912 

520a 

67 

3.1 

1 

0.6 

1.0 

NM 

1.5 

352 

39/2 

798 

CIRRUS  LOGIC 

1002 

1 

720 

786 

62 

57.1 

124 

7.3 

5.2 

13.6 

14.5 

616 

Q 

799 

1  GLENAYRE  TECHNOLOGIES 

1002 

66 

NR 

172 

26 

33.1 

40 

19.2 

17.4 

14.2 

14.2 

1  285 

*2'2; 

800 

i  ALEXANDER  &  BALDWIN 

1001 

-15 

690 

1208y 

23 

74.6 

11 

6.2 

6.8 

7.5 

11.8 

1  1962 
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ItON 

1  MVIDEIOS 

1  SHAilES 

EARNMGS  PER  SHARE 

BiE>U5TRY  GROUP 

12-MONTH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VAtUE 

P-E 
RATIO 

I  riELO 
1  * 

PAYOUT 

% 

TOTAL 
RETURN 

% 

1  INSTI. 
1  TUTIONS 
1  HOLDING 
1  % 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  WRI- 
EST ATION 
$  % 

36/17 

3279 

NM 

1  0.00 

0 

-21 

1  55 

45 

106.5 

12 

14.32 

-2.14 

3.51 

3.7 

Housing 

18/14 

204 

29 

1  5.20 

153 

NA 

23 

65 

12.0 

12 

0.47 

0.57 

NA 

NM 

Housing 

37/16 

541 

22 

0.00 

0 

31 

1  69 

34 

363.3 

12 

1.08 

1.45 

1.74 

1.7 

Nonbank  financial 

26/12 

188 

15 

0.00 

0 

-40 

j  46 

74 

69.9 

10 

-8.63 

0.99 

1.57 

14-7 

Automotive 

17/8 

263 

30 

j  0.00 

0 

NA 

!  17 

68 

144.6 

12 

-5.41 

0.52d 

0.80 

NM 

Publishing/TV 

27/20 

244 

17 

1  1.48 

25 

7 

1  37 

42 

25,7 

12 

1.33 

1.50 

1.70 

0.6 

Food 

26/12 

78 

NM 

1  0.00 

0 

-22 

1  67 

55 

141.0 

12 

2.83 

-11.60 

1.18 

13.6 

Nonbank  financial 

37/23 

180 

23 

1  0.00 

0 

25 

1  61 

31 

54.2 

12 

0.43 

1.51d 

1,46 

1.4 

Conglomerates 

31/20 

95 

16 

1  0.00 

0 

-5 

1  82 

40 

183.0 

06 

1.33 

1.71 

1.83 

1.6 

Health  care 

47/33 

236 

17 

1  2.71 

46 

-1 

1  78 

30 

78.0 

12 

1.60 

2.09 

2.40 

1.7 

Office  equipment 

47/23 

327 

26 

i  0,00 

0 

11 

97 

27 

498.3 

06 

0.79 

1.55 

2.73 

2.9 

Manufacturing 

35/24 

162 

13 

4.11 

52 

-4 

36 

39 

51.1 

12 

2.66 

2.17 

2.63 

3.4 

Banks 

34/27 

191 

13 

]  2.22 

29 

-12 

i  76 

37 

105.2 

12 

2.33b 

2.24 

3.18 

9.1 

Fuel 

30/21 

299 

24 

1  1.19 

29 

5 

!  66 

38 

61.0 

08 

1.04 

1.19 

1.50 

3.3 

Chemicals 

48/32 

438 

26 

1  0.00 

0 

19 

1  61 

23 

55.5 

03 

1.27 

1.79d 

2.21 

2.7 

Health  care 

30/22 

94 

9 

1  3.06 

27 

-14 

1  48 

45 

16.3 

12 

-2.03 

2.71 

3.46 

8.4 

Nonbank  financial 

29/25 

171 

14 

6.03 

84 

12 

1  21 

38 

27.8 

12 

2.11 

2.01 

2.12 

2.8 

Utilities 

29/18 

2688 

NM 

0.00 

0 

26 

61 

41 

100.7 

12 

-0.40 

-0.36 

0.31 

54.8 

Telecommunications 

39/26 

182 

11 

;  1.44 

15 

-3 

i  54 

32 

29.4 

12 

2.95 

3.11 

3.22 

1.6 

Nonbank  financial 

30/11 

339 

20 

1  0.00 

0 

-52 

45 

76 

232.4 

06 

0.58 

0.71 

0.74 

5.4 

Health  care 

41/26 

198 

14 

1  1.75 

24 

31 

1  74 

31 

116.1 

05 

2.00 

2.52d 

2.98 

4.4 

Electrical 

40/30 

270 

19 

[  2.80 

52 

-3 

1  61 

28 

63.4 

12 

1.85 

2.00 

2.31 

3.0 

Nonbank  financial 

69/36 

453 

29 

1  0.00 

0 

41 

j  88 

16 

427.1 

06 

2.00 

2.27 

3.12 

3.5 

Health  care 

20/16 

312 

18 

3.05 

53 

-1 

38 

57 

44.1 

05 

0.93 

l.OSd 

1.19 

3.4 

Housing 

25/17 

180 

23 

2.04 

47 

-10 

i  80 

53 

79.8 

03 

0.67 

0,86d 

1.14 

7.9 

Fuel 

37/19 

242 

20 

1  0.00 

0 

15 

1  63 

36 

323.0 

09 

1.72 

1.44 

2.33 

2.6 

Office  equipment 

31/21 

239 

12 

1  0.80 

9 

-9 

i  80 

42 

71.1 

12 

1.28 

2.13d 

2.38 

2.5 

Transportation 

30/13 

535 

22 

1  0.00 

0 

-17 

1  75 

48 

649.3 

03 

0.90 

0.98d 

1.15 

5.2 

Office  equipment 

22/16 

118 

13 

1  8.11 

109 

1 

1  27 

54 

44.2 

12 

1.80 

1.41 

1.75 

2.9 

Utilities 

32/27 

142 

11 

1  2.11 

23 

3 

1  35 

34 

25.3 

12 

2.61 

2.85 

3.03 

1.3 

Banks 

21/16 

122 

11 

I  5.89 

64 

17 

1  42 

51 

49.7 

12 

1.88 

1.87 

1.87 

5.3 

Utilities 

26/19 

303 

28 

0.00 

0 

31 

82 

39 

89.7 

12 

0.80 

0.95 

1.14 

0-9 

Office  equipment 

11/6 

166 

40 

1  0.00 

0 

33 

i  NA 

103 

0.3 

12 

-0.04 

0.25 

NA 

NM 

Fuel 

21/16 

174 

13 

1  2.77 

35 

12 

i  24 

55 

86.2 

12 

1.57 

1.47 

1.54 

7.1 

Banks 

56/40 

130 

9 

1  2.89 

25 

-6 

!  57 

22 

57.6 

12 

3.72 

5.50 

5.53 

3.1 

Housing 

63/52 

483 

23 

1  1.15 

26 

1 

1  26 

18 

21.9 

10 

2.13 

2.45 

3.05 

3.0 

Manufacturing 

39/28 

423 

17 

1  1.64 

28 

4 

1  57 

30 

71.9 

06 

1.52 

1.97 

2.31 

2.6 

Food 

56/16 

1096 

94 

0.00 

0 

158 

81 

20 

745.5 

08 

0.68 

0.55 

1.44 

4.2 

Office  equipment 

42/32 

79 

16 

1  0.00 

0 

-2 

1  43 

29 

34.4 

12 

5.26 

2.24 

1.58 

5.1 

Publishing/TV 

33/25 

131 

12 

5.80 

71 

-6 

31 

37 

25.8 

09 

2.15 

2.23 

2.18 

6.0 

Utilities 

28/21 

169 

10 

1  3.35 

34 

21 

1  32 

37 

42.2 

12 

2.39 

2.68 

3.05 

3.3 

Banks 

27/18 

172 

11 

I  2.56 

28 

0 

I  69 

46 

88.9 

04 

1.46 

1.99d 

2.25 

6.7 

Leisure 

30/25 

155 

12 

1  6.78 

81 

11 

i  29 

34 

29.1 

12 

2.51 

2.46 

2.42 

2.9 

Utilities 

45/31 

246 

10 

2.88 

28 

-16 

i  ''3 

29 

91.5 

06 

2.43 

3.55 

3.71 

4.0 

Manufacturing 

32/24 

140 

9 

3.22 

31 

5 

j  61 

37 

98,4 

12 

2.50 

2.88 

2.96 

2.4 

Banks 

53/29 

277 

13 

j  0.00 

0 

17 

1  65 

20 

268.2 

12 

-0.87 

3.85 

5.25 

2.9 

Housing 

39/22 

501 

87 

1  0.00 

0 

10 

63 

29 

243.9 

01 

0.20 

0.40d 

0.84 

4.8 

Retailing 

42/21 

255 

17 

1  0.00 

0 

-17 

1  77 

30 

787.4 

I  03 

1.39 

1.93d 

2.57 

12.5 

Electrical 

42/22 

431 

32 

1  0.00 

0 

60 

1  72 

25 

208.4 

1  12 

1.08 

1.27 

1.53 

5.2 

Electrical 

28/21 

158 

13 

4.05 

54 

-11 

i  54 

46 

47.4 

1  12 

1.45 

1,62 

1.69 

3.0 

Transportation 
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THE  BUSINESS  WEEK  1000 


COMPANY 


MARKET  VALUE 


SALES 


SMIL 

CHANGE 
FROM 

% 

YEAR  1 
RANK  1 

12 

MONTHS 
$MIL 

CHANGE 
FROM 

% 

12 

MONTHS 
SMIL 

CHANGE 
FROM 

% 

MAHGlNb 

12 
MONTHS 

% 

12 

MONTHS 

KLIUKrj 

ON 
INVESTED 

ON 
COMMON 

12 

MONTHS 
1994 
SMIL 

801 

SOLECTRON 

1000 

-21 

648  1 

1642 

61 

61.8 

61 

3.8 

3.8 

13.9 

17.6 

827 

802 

FLEET  MORTGAGE  GROUP 

997 

23 

922  1 

500a 

-13 

55.1 

25 

11.0 

7.6 

9.3 

13.5 

2209 

803 

CLEAR  CHANNEL  COMMUNICATIONS 

995 

46 

NR  1 

201y 

48 

22.0 

141 

11.0 

6.7 

10.3 

19.0 

408 

804 

ALC  COMMUNICATIONS 

993 

-9 

749 

568 

30 

64.3 

62 

11.3 

9.1 

37.9 

67.0 

270 

iS' 

805 

BANPONCE 

993 

-7 

757  1 

1008y 

14 

124.7 

21 

12.4 

11.7 

NA 

13.6 

12445 

806 

HEALTH  CARE  &  RETIREMENT 

992 

19 

907  [ 

615 

10 

42.0 

23 

6.8 

6.1 

9.7 

12.3 

677 

807 

ULTRAMAR 

991 

-13 

719  i 

2475 

2 

61.0 

-29 

2.5 

3.5 

8.5 

10.9 

1711 

30f 

808 

SOUTHERN  NATIONAL 

988 

15 

NR  \ 

646 

6 

109.6 

NM 

17.0 

1.4 

NA 

16.6 

8720 

W 

809 

SUN  HEALTHCARE  GROUP 

987 

224 

NR  1 

603y 

214 

28.4 

209 

4.7 

4.8 

3.8 

6.7 

1100 

810 

CADENCE  DESIGN  SYSTEMS 

980 

83 

NR  1 

429 

16 

36.6 

NIVl 

8.5 

NM 

NA 

20,8 

361 

m 

811 

BALL 

978 

32 

972  1 

2595 

7 

73.0 

NM 

2.8 

NM 

10.2 

11,6 

1762 

w 

812 

TJX 

978 

-50 

476 

3771a 

5 

101.6 

-19 

2.7 

3.5 

13.8 

19,0 

1638 

a 

813 

NINE  WEST  GROUP  . 

973 

-14 

729 

652 

18 

63.9 

30 

9.8 

8.9 

24.7 

29.4 

303 

814 

MODINE  MFG. 

973 

21 

927  1 

864 

39 

60.0 

44 

6.9 

6.7 

17.8 

20.4 

554 

3y 

815 

PETRIE  STORES 

972 

-24 

647  1 

437a 

2 

-10.2 

NM 

NM 

1.5 

NM 

-1.0 

1708 

816 

MAXIM  INTEGRATED  PRODUCTS 

972 

29 

970 

193 

51 

30.3 

51 

15.7 

15.7 

21.9 

21.9 

199 

817 

AMERICAN  WATERWORKS 

963 

0 

817 

770 

7 

78.7 

4 

10.2 

10.5 

7.2 

10.4 

3207 

32.' 

818 

EQUITABLE  RESOURCES 

958 

-23 

654 

1397 

28 

60.7 

-17 

4.3 

6.7 

8.5 

8.2 

2014 

819 

MERCANTILE  BANKSHARES 

958 

11 

884  1 

457a 

2 

86.5 

7 

18.9 

18.1 

13.0 

13.1 

5626 

820 

LEAR  SEATING 

958 

NA 

NR  1 

3147 

61 

59.8 

NM 

1.9 

NM 

14.1 

31.2 

1246 

Ill 

821 

GENETICS  INSTITUTE 

956 

-19 

687  1 

131 

NA 

-18.9 

NA 

NM 

NA 

-4.7 

-4.7 

422 

822 

WEINGARTEN  REALTY 

956 

-6 

788  1 

121 

17 

42.5 

17 

35,2 

35.1 

8,3 

10.3 

668 

w 

823 

ALEXANDER  &  ALEXANDER  SERVICES 

955 

8 

905 

1324 

-1 

-107.2 

NM 

NM 

1.8 

NM 

-28.3 

2820 

23/1 

824 

GENZYME 

953 

38 

NR 

295a 

12 

-15.5 

NM 

NM 

16.9 

NM 

-4.2 

604 

i2/2 

825 

SAFETY-KLEEN 

953 

5 

860  1 

791 

-1 

50.1 

NM 

6.3 

NM 

NM 

13.0 

1016 

18/1 

826 

STORAGE  TECHNOLOGY 

952 

-37 

591  1 

1625 

16 

41.4 

NM 

2.6 

NM 

5.2 

2.8 

1842 

m 

827 

JOSTENS 

950 

17 

921  i 

802 

-4 

-19.8 

NM 

NM 

NM 

NM 

-7.7 

532 

m 

828 

HAWAIIAN  ELECTRIC  INDUSTRIES 

946 

3 

848  1 

1189 

4 

80.2 

18 

6.7 

6.0 

5.6 

10.9 

5174 

m 

829 

IDAHO  POWER 

945 

-7 

781  1 

544 

1 

74.9 

-11 

13.8 

15.6 

7.6 

10.4 

2166 

m 

830 

FORE  SYSTEMS 

944 

NA 

NR  I 

58 

NA 

6.8 

NA 

11.7 

NA 

13.8 

13.8 

68 

m 

831 

ALBEMARLE 

941 

0 

NR  1 

1081 

20 

50.3 

217 

4.7 

1.8 

7.2 

9.4 

1163 

m 

832 

COLEMAN 

941 

29 

982  i 

752y 

31 

33.5 

-4 

4.5 

6.1 

9.5 

12.8 

630 

833 

ROUSE 

940 

10 

889  i 

671y 

4 

6.6 

NM 

1.0 

NM 

3.4 

-8.0 

2898 

m 

834 

ENSERCH 

937 

-9 

772  i 

1857 

7 

81.7 

NM 

4.4 

NM 

NA 

11.0 

2843 

17/1 

835 

COMDISCO 

936 

16 

928  1 

2086y 

-2 

55.0 

-39 

2.6 

4.3 

8.5 

7.2 

4807 

26/1 

836 

STANDARD  FEDERAL  BANK 

935 

7 

875  1 

830 

8 

119.0 

3 

14.3 

15.0 

NA 

15.1 

11788 

J5? 

837 

MID  ATLANTIC  MEDICAL  SERVICES 

934 

19 

941  j 

750 

16 

54.5 

114 

7.3 

3.9 

41.4 

42.7 

249 

3111 

838 

OGDEN 

932 

-6 

805 

2110 

3 

67.8 

9 

3.2 

3.0 

5.5 

13.6 

3410 

n:\ 

839 

HON  INDUSTRIES 

931 

-1 

824  1 

846 

8 

54.4 

22 

6.4 

5.7 

23.2 

29.0 

359 

840 

CLARK  EQUIPMENT 

931 

-12 

756 

947 

37 

62.8 

114 

6.6 

4.3 

12.5 

13.9 

1194 

841 

FEDERAL  SIGNAL 

930 

-1 

833  1 

677 

20 

46.8 

18 

6.9 

7.0 

20.8 

22.0 

522 

842 

SPELLING  ENTERTAINMENT  GROUP 

929 

29 

NR  ! 

399a 

65 

24.2 

38 

6.1 

7,3 

3.8 

4,6 

950 

m 

843 

FINOVA  GROUP 

927 

58 

NR  1 

419a 

66 

63.2 

75 

15.1 

14.3 

3.5 

9.6 

5834 

3S/29 

844 

WPL  HOLDINGS 

927 

5 

869 

816 

6 

68.6 

3 

8.4 

8,6 

NA 

10,9 

1806 

i',26 

845 

DENTSPLY  INTERNATIONAL 

926 

-20 

794  J 

525 

4 

54.1 

115 

10.3 

5.0 

NA 

19.3 

475 

&28 

846 

LONGVIEW  FIBRE 

920 

-10 

782  ] 

852 

22 

48.2 

30 

5.7 

5.3 

8.2 

11.9 

1022 

i!15 

847 

T.  ROWE  PRICE  ASSOCIATES 

920 

1 

851  i 

382y 

23 

61.2 

25 

16.0 

15.8 

29.3 

28.4 

305 

3S'25 

848 

VALHI 

920 

34 

NR  1 

833 

7 

19.7 

NM 

2.4 

NM 

7.6 

9.1 

786 

;5 

849 

CBI  INDUSTRIES 

919 

-27 

650  ! 

1891y 

13 

51.5 

NM 

2.7 

NM 

NM 

6.8 

2009 

if  20 

850 

GENERAL  NUTRITION 

917 

-17 

737  1 

624a 

21 

40.8 

93 

6.5 

4.1 

11.1 

22.2 

589 

i;:6 

PROFITS 
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ALPHABETICAL  INDEX  OF  COMPANIES  BEGINS  ON  PAl 


ION 

DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12  MONTH 
HIGH/ 

low 

$ 

PRICE 
AS  %  OF 
BOOK 
VAIUE 

P-E 
RATIO 

]  YltlO 
1  * 

PAYOUT 

% 

TOTAL 
RETURN 

% 

1  INSIl- 
'  TUTIONS 
HOLDING 
1  % 

SHRS 

OUT. 
MIL 

TURN- 
OVER 

X 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSTS' ESTIMATES 
1995  VARI- 
EST  ATION 
i 

33/22 

285 

20 

1  0.00 

0 

-22 

1  92 

41 

146.8 

08 

0.75b 

1.18 

1 .56 

2.6 

Electrical 

21/12 

212 

16 

1  2.98 

47 

27 

I  NA 

50 

40.5 

12 

0.63 

1.28 

1.93 

6.7 

Nonbank  financial 

58/32 

859 

45 

1  0.00 

0 

42 

51 

18 

48.5 

12 

0.59 

1.27 

1.47 

13.6 

Publishing/TV 

38/26 

1035 

18 

1  0.00 

0 

-11 

97 

34 

108.7 

12 

1.07 

1.58 

2.03 

1.0 

Telecommunications 

33/27 

112 

8 

1  3.31 

27 

-4 

21 

33 

24.4 

12 

3,16 

3.67 

NA 

NM 

Banks 

31/24 

289 

25 

1  0.00 

0 

19 

1  85 

32 

90.1 

12 

1.03 

1.26 

1.51 

0.7 

Health  care 

30/22 

177 

17 

i  4.27 

71 

-10 

1  91 

39 

62.7 

12 

2.23 

1.56 

2,76 

7.2 

Fuel 

22/17 

157 

10 

3.58 

35 

16 

1  14 

44 

25.2 

12 

2.13b 

2.27 

2.51 

2.8 

Banks 

28/17 

234 

22 

1  0.00 

0 

16 

52 

39 

100.7 

12 

0.92 

1.19 

1,42 

4.2 

Health  care 

26/12 

556 

31 

1  0.00 

0 

99 

1  67 

38 

206.7 

12 

-0.02 

0.84 

1.43 

7.7 

Office  equipment 

34/24 

162 

14 

1  1.83 

26 

32 

70 

30 

77,5 

12 

-1.24 

2,35 

2.58 

6.2 

Containers 

29/13 

196 

13 

]  4.15 

52 

-48 

89 

72 

132.1 

01 

1.62 

1.08cl 

1.30 

9.2 

Retailing 

35/24 

448 

15 

1  0.00 

0 

-14 

62 

35 

90.3 

12 

1,47 

1.85 

2.14 

1.9 

Consumer  products 

33/24 

331 

16 

1  1.59 

25 

22 

1  36 

30 

38.5 

03 

1.41 

2. lid 

2.42 

2.5 

Automotive 

28/21 

99 

90 

1  0.96 

87 

-23 

1  27 

47 

51.4 

01 

-1,04 

0.23d 

0,75 

NM 

Retailing 

36/22 

701 

44 

I  0.00 

0 

25 

87 

30 

210.5 

06 

0.58 

0.76 

1,10 

1.8 

Electrical 

32/25 

134 

13 

1  4.34 

55 

-1 

37 

33 

20.6 

12 

2,29 

2.34 

2,47 

1.6 

Utilities 

37/26 

129 

16 

]  4.25 

67 

-20 

65 

35 

44.2 

12 

2,27 

1.76 

2,06 

12.6 

Utilities 

23/18 

139 

11 

1  3.83 

43 

15 

43 

46 

38,2 

12 

1,80 

1.88 

2.09 

2.9 

Banks 

22/16 

499 

17 

]  0.00 

0 

NA 

20 

46 

NA 

12 

-0.06 

1.26 

1.75 

2.3 

Automotive 

47/32 

239 

NWl 

1  0.00 

0 

-20 

1  24 

27 

40,3 

12 

-0.81 

-0.71 

-0.85 

23.5 

Health  care 

41/33 

224 

22 

6.29 

141 

-1 

1  47 

26 

46.8 

12 

1.50 

1.62 

1.85 

3.8 

Housing 

23/14 

221 

NM 

1  0.46 

DEF 

8 

1  74 

44 

59.7 

12 

0.40 

-2.79 

1.01 

25.7 

Nonbank  financial 

42/24 

260 

27 

0.00 

0 

38 

72 

25 

278.8 

12 

-0.25 

1.41d 

1.85 

7.0 

Health  care 

18/13 

247 

19 

1  2.18 

41 

8 

1  58 

58 

72.1 

12 

-1.76 

0.87 

0.99 

4.0 

Services 

42/21 

92 

33 

]  0.00 

0 

-38 

1  68 

44 

385.7 

12 

-2.98 

0.66 

2.03 

17.7 

Office  equipment 

21/15 

367 

NM 

1  4.22 

DEF 

22 

72 

45 

45.4 

06 

-0.18 

-0.58 

1.04 

3.8 

Manufacturing 

35/30 

141 

13 

1  7.15 

91 

7 

1  34 

29 

19.7 

12 

2.38 

2.60 

2.76 

6.2 

Utilities 

28/22 

145 

14 

1  7.40 

103 

-2 

1  24 

38 

39.5 

12 

2.14 

1.80 

1.99 

4.0 

Utilities 

39/10 

1917 

NM 

1  0.00 

0 

NA 

!  13 

26 

NA 

03 

0.09 

0.25d 

0.45 

4.4 

Office  equipment 

18/13 

172 

18 

j  1.40 

25 

9 

j  40 

66 

63.0 

12 

0.37 

0.79 

0.85 

7.1 

Chemicals 

36/25 

361 

28 

]  0.00 

0 

30 

19 

27 

24.4 

12 

1.30 

1.26 

2.00 

1.5 

Leisure 

20/17 

1164 

NM 

1  3.44 

DEF 

14 

i  69 

48 

37.7 

12 

-0.27 

-0.14 

1.89 

4.2 

Housing 

17/12 

147 

13 

1  1.43 

19 

-8 

1  77 

67 

64.7 

12 

-0.41 

1.05 

0.62 

30.6 

Utilities 

26/18 

146 

22 

1  1.41 

31 

23 

1  54 

37 

40.5 

09 

1.97 

1.16 

2.56 

2.3 

Office  equipment 

30/22 

119 

8 

1  2.29 

18 

9 

1  75 

31 

84.8 

12 

3.60 

3.70 

3.73 

8.0 

Nonbank  financial 

30/17 

732 

18 

]  0.00 

0 

15 

j  75 

46 

490.1 

12 

0.57 

1.15 

1.43 

3.5 

Services 

24/18 

187 

14 

5.85 

81 

-1 

55 

44 

53.0 

12 

1.43 

1.55 

1.75 

2.3 

Conglomerates 

34/23 

497 

17 

J  1.60 

28 

2 

1  28 

31 

19.4 

12 

1.39 

1.74 

NA 

NM 

Office  equipment 

71/51 

206 

15 

0.00 

0 

-12 

i  81 

17 

135.4 

12 

2.41 

3.61 

7.10 

18.7 

Manufacturing 

21/17 

438 

20 

1  2.44 

49 

2 

1  54 

45 

33.5 

12 

0.86 

1.02 

1.21 

3.3 

Manufacturing 

12/8 

179 

27 

!  0.00 

0 

-4 

1  12 

87 

17.3 

12 

0.42 

0.40d 

0.50 

28.0 

Leisure 

39/29 

120 

11 

1  2.39 

27 

17 

1  76 

28 

61.7 

12 

1.80 

2.94 

3.52 

1,1 

Nonbank  financial 

31/26 

155 

14 

!  6.44 

91 

11 

18 

31 

20.9 

12 

2.11 

2.13 

2.33 

2.1 

Utilities 

45/28 

329 

17 

]  0.23 

4 

-20 

70 

28 

142.1 

12 

1.14 

1.95 

i  .3 

Health  care 

21/15 

228 

28 

I  2.93 

81 

-7 

i  48 

52 

43.2 

10 

0.78 

-  0.64 

1.38 

11.6 

Containers 

38/25 

428 

16 

4 

52 

29 

99.1 

12 

i  .ou 

2.29 

3.5 

Nonbank  financial 

8/5 

426 

47 

\  1.00 

47 

40 

!  3 

115 

2.5 

12 

-0.56 

0.17 

NA 

NM 

Conglomerates 

36/20 

137 

20 

1  1.99 

40 

-27 

1  71 

38 

72.7 

12 

-1.07 

1.20 

1.56 

7.1 

Chemicals 

31/16 

499 

22 

1  0.00 

0 

-18 

1  59 

38 

223.5 

01 

0.77 

1.07d 

1.43 

3.5 

Food 

■ES  TO  TABLES  APPEAR  ON  PAGE  102 


BUSINESS  WEEK  /  MARCH  27,  1995  143 


THE  BUSINESS  WEEK  1080 
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SAliES 

PWOFITS 
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RETURN 
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flON 

1  MIL 

CHANGE 
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% 

YEAR  1 
AGO 

RANK  1 

12 

MONTHS 
$MIL 

CHANGE  1 
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%  1 

12 

MONTHS 
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12 
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1994 

% 

12 

MONTHS 
1993 

% 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

1  12 
]  MONTHS 

1994 
1  iMIL 

851 

BEST  BUY 

917 

-20 

708  1 

4326 

78  1 

51.0 

64 

1.2 

1.3 

8.1 

14.7 

1  2009 

/i; 

852 

PEOPLES  ENERGY 

916 

-12 

769  ! 

1207 

-4  ! 

60.5 

-26 

5.0 

6.5 

7.4 

9.4 

1863 

01 

853 

CORAM  HEALTHCARE 

913 

NA 

NR  1 

451 

-3  1 

-128.1 

NM 

NM 

6.2 

NA 

-39.8 

j  559 

% 

854 

MORRISON  RESTAURANTS 

91 1 

-1 

849 

1115y 

-4 

61.2 

49 

5.5 

3.5 

28.1 

28.3 

i  433 

jU 

855 

CRANE 

907 

7 

893 

1653 

26  I 

55.9 

14 

3.4 

3.7 

9.7 

17.6 

i  1047 

^1 

ji 

856 

ROLLINS 

905 

-14 

766  i 

605 

5  1 

49.6 

11 

8.2 

7.7 

26.2 

26.2 

1  295 

857 

CROMPTON&KNOWLES 

900 

-24 

685  I 

590 

6  i 

50.9 

-2 

8.6 

9.3 

18.9 

21.0 

429 

858 

WESCO  FINANCIAL 

897 

0 

863  1 

98a 

-19  1 

24.3 

NM 

24.7 

1.2 

3.6 

3.6 

1  969 

,34/ 

859 

FIRST  AMERICAN 

897 

10 

915  1 

557y 

7 

90.7 

-11 

16.3 

19.6 

14.5 

15.2 

!  7757 

Id 

OA 

S«0 

BOB  EVANS  FARMS 

896 

-4 

840  1 

736a 

7  1 

51.3 

12 

7.0 

6.7 

13.8 

13.8 

i  435 

861 

WELLMAN 

898 

30 

NR  1 

936 

11  i 

64.8 

60 

6.9 

4.8 

9.0 

11.6 

i  1042 

OA 

862 

QUORUM  HEALTH  GROUP 

895 

NA 

NR 

769 

74 

47.4 

108 

6.2 

5.2 

11.3 

14.8 

654 

a 

863 

NEVADA  POWER 

890 

-1 

866  ] 

764 

17 

81.9 

11 

10.7 

11.3 

7.8 

11.2 

i  1898 

2; 

864 

CONSOLIDATED  STORES 

889 

-2 

853 

1279 

21  1 

55.2 

28 

4.3 

4.1 

15.0 

19.9 

!  613 

865 

FOURTH  FINANCIAL 

889 

15 

998 

581y 

10  i 

83.1 

25 

14.3 

12.6 

9.3 

15.3 

1  7729 

04 

866 

WILMINGTON  TRUST 

889 

0 

854 

399a 

3 

84.6 

2 

21.2 

21.4 

24.8 

20.4 

1  4742 

2! 

867 

BECKMAN  INSTRUMENTS 

888 

19 

951 

889 

1 

47.3 

NM 

5.3 

NM 

12.9 

14.9 

j  846 

Vi 

oa 

868 

GATX 

888 

9 

919 

1155y 

6 

91.5 

26 

7.9 

6.7 

7.8 

12.2 

3651 

45 

869 

RAYONIER 

887 

-10 

808 

1070 

14 

70.0 

34 

6.5 

5.6 

10.2 

10.9 

j  1511 

3S 

870 

FASTENAL 

887 

34 

NR 

162 

47 

18.7 

57 

11.5 

10.8 

30.0 

30.0 

i  74 

fl 

871 

BARNES  &  NOBLE 

886 

28 

NR 

1514a 

20 

13.4 

212 

0.9 

0.3 

5.2 

4.2 

1  972 

3; 

872 

GARTNER  GROUP 

884 

110 

NR 

185 

40 

18.0 

88 

9.8 

7.3 

31.4 

32.6 

I  221 

45 

873 

U.S.  SHOE 

881 

38 

NR 

2583a 

-2 

32.7 

NM 

1.3 

NM 

7.1 

6.8 

1  1124 

2* 

874 

CASCADE  COMMUNICATIONS 

880 

NA 

NR 

50 

619 

9.3 

NM 

18.5 

NM 

17.7 

17.7 

1  66 

69 

875 

USLIFE 

875 

-1 

870 

1651 

3 

96.2 

-1 

5.8 

6.1 

9.5 

11.1 

1  6976 

41 

876 

SEALED  AIR 

874 

50 

NR 

519 

15  1 

37.2 

44 

7.2 

5.7 

29.4 

NM 

1  331 

42 

877 

POLICY  MANAGEMENT  SYSTEMS 

874 

5 

910 

493 

9 

-9.7 

NM 

NM 

NM 

-2.3 

-2.3 

i  524 

4& 

878 

CONSECO 

870 

-38 

606 

1826 

-31 

154.4 

-50 

8.5 

11.7 

10.7 

27.2 

1  10887 

61 

879 

M.A. HANNA 

870 

3 

899 

1719y 

22 

37.0 

74 

2.2 

1.5 

NA 

9.1 

1  1215 

29 

880 

PHYSICIAN  CORP.  OF  AMERICA 

867 

-16 

773 

814 

49 

52.5 

31 

6.5 

7.3 

21.4 

22.5 

1  648 

30) 

881 

HARTFORD  STEAM  BOILER  INSPECTION 

867 

-13 

802 

604 

-5 

51.9 

446 

8.6 

1.5 

16.0 

17.3 

i  906 

53 

882 

JOHN  NUVEEN 

865 

-4 

855 

220 

-10 

58.2 

-17 

26.4 

28.7 

20.8 

20.7 

349 

25, 

883 

ATLANTA  GAS  LIGHT 

864 

-3 

868 

1167 

1 

38.7 

-37 

3.3 

5.3 

6.1 

6.6 

\  1714 

37 

884 

FIRST  HAWAIIAN 

864 

0 

885 

543a 

6 

76.9 

-5 

14.1 

15.9 

12.8 

11.5 

7535 

31 

885 

CONSOLIDATED  FREIGHTWAYS 

863 

-10 

827 

4680 

12  1 

60.3 

19 

1.3 

1.2 

7.1 

8.0 

1  2473 

29 

88(1 

GTECH  HOLDINGS 

863 

-43 

577 

705 

16 

53.1 

2 

7.5 

8.6 

11.2 

19.4 

1  773 

39 

887 

SPS  TRANSACTION  SERVICES 

863 

19 

985 

246y 

20 

37.7 

23 

15.4 

14.9 

26.1 

26.1 

1  769 

33 

888 

VONS 

862 

13 

956 

4997 

-2 

26.6 

-19 

0.5 

0.7 

4.5 

4.9 

j  2222 

22 

889 

MARTIN  MARIETTA  MATERIALS 

860 

NR 

502 

11 

58.3 

22 

11.6 

10.6 

13.4 

15.8 

\  596 

25/ 

890 

RALCORP 

857 

NA 

NR 

998 

8 

54.0 

4 

5.4 

5.7 

11.6 

38.2 

700 

25 

891 

NOVELLUS  SYSTEMS 

ooo 

MP 

225 

98 

44.9 

179 

20.0 

14.2 

21.0 

21.0 

1  265 

5?/ 

892 

MERCURY  GENERAL 

852 

8 

936 

557a 

6 

75.5 

-22 

13.5 

18.4 

16.0 

14.5 

1  887 

34) 

893 

XTRA 

852 

14 

968 

363 

10 

60.9 

51 

16.8 

12.2 

11.1 

18.4 

1  977 

53/ 

894 

COMSAT 

850 

-21 

750 

827 

10 

77.6 

-6 

9.4 

10.9 

6.8 

9.4 

1976 

28) 

895 

EQUITY  RESIDENTIAL  PROPERTIES  TRUST 

846 

76 

NR 

189a 

NA 

27.9 

NA 

14.8 

NA 

5.2 

5.2 

1  1298 

35/ 

89G 

FRED  MEYER 

846 

-18 

774 

3104a 

6 

28.6 

-57 

0.9 

2.3 

NA 

5.4 

i  1604 

43i 

897 

PROPERTY  TRUST  OF  AMERICA 

845 

-10 

831 

186 

137 

46.7 

83 

25.1 

32.5 

5.3 

4.9 

i  1296 

22/ 

898 

SYNOPSYS 

844 

27 

944 

210 

33 

18.0 

3 

8.6 

11.1 

13.5 

13.5 

222 

51f 

899 

ECKERD 

842 

33 

NR 

4428a 

8  1 

69.5 

189 

1.6 

0.6 

19.3 

NM 

1  1492 

32/ 

900 

TRANSTEXASGAS 

842 

NA 

NR 

334a 

1 

13.9 

-83 

4.2 

24.9 

NM 

NM 

571 

14 
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SHARES 
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$ 
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RATIO  1 

% 

% 

%  1 

% 

MIL 

% 

FV 

$ 

$ 

$ 

% 

45/21 

264 

16  1 

0.00 

0 

-21  1 

77 

42 

463,2 

02 

1.01 

1.40d 

1,90 

4.2 

Consumer  products 

31/23 

143 

12  ! 

6.86 

85 

-6 

38 

35 

28,5 

09 

2.11 

2.13 

1.95 

10.3 

Utilities 

25/11 

284 

NM  1 

0.00 

0 

NA 

42 

39 

NA 

12 

0,89 

-3.33 

1,06 

22.6 

Health  care 

30/21 

422 

19  1 

1.31 

25 

7  j 

51 

34 

49.0 

05 

1,20 

1.38d 

1.69 

3.0 

Leisure 

31/24 

285 

16  I 

2.49 

40 

8  i 

61 

30 

42.2 

12 

1,62 

1.86 

2.22 

5,9 

Manufacturing 

31/22 

478 

18  1 

2.22 

40 

-12  1 

37 

36 

28.1 

12 

1.25 

1,39 

1.58 

1,3 

Services 

24/14 

371 

17 

2.84 

48 

-25  1 

55 

53 

65.8 

12 

1,00 

1,00 

1.15 

1,7 

Chemicals 

34/113 

133 

NA  1 

0.81 

NA 

1  1 

88 

7 

2.8 

12 

2.63 

NA 

NA 

NM 

Nonbank  financial 

35/26 

150 

10  1 

2.91 

29 

12 

38 

26 

98.7 

12 

3.93 

3,48 

3.76 

1,1 

Banks 

24/19 

241 

16  1 

1.36 

22 

-3  1 

41 

42 

53.0 

04 

1.15 

l,30d 

1.48 

2,7 

Leisure 

35/20 

161 

14  1 

0.89 

12 

30 

80 

33 

116,2 

12 

1.23 

1,94 

2.44 

7.4 

Chemicals 

23/16 

280 

20 

0.00 

0 

NA 

15 

47 

NA 

06 

0.50 

0,96 

1.14 

1.8 

Health  care 

23/17 

127 

11 

7.71 

88 

3 

17 

43 

49,9 

12 

1.76 

1,82 

1.77 

4.0 

Utilities 

20/12 

321 

17  1 

0.00 

0 

-3 

85 

47 

109,2 

01 

0.90 

1,15 

1.35 

5.9 

Retailing 

34/25 

179 

12  1 

3.15 

37 

20 

22 

27 

33,6 

12 

2,26 

2.83 

3.07 

1.6 

Banks 

29/22 

213 

10 

4.36 

46 

5 

38 

36 

28,9 

12 

2,24 

2.37 

2.64 

1.5 

Banks 

33/23 

281 

18 

1.44 

26 

16 

58 

29 

48.7 

12 

-1,21 

1.68 

2.39 

3.8 

Electrical 

45/38 

138 

12 

3.36 

39 

11 

83 

20 

49.1 

12 

2.99 

3.88 

4.35 

2.1 

Transportation 

35/27 

138 

17 

1.80 

31 

-8 

73 

30 

77.1 

12 

NA 

1.77 

3.17 

9.8 

Paper 

47/29 

1426 

48 

0.09 

4 

34 

57 

19 

177.1 

12 

0.63 

0.98 

1.33 

2.3 

Retailing 

33/20 

278 

36 

0.00 

0 

27 

27 

30 

83,7 

01 

0.05 

0.81d 

1.21 

2.5 

Retailing 

45/16 

1599 

64 

0.00 

0 

98 

32 

21 

123.0 

09 

0.27 

0.65 

1.02 

2.9 

Services 

24/14 

183 

37 

1.68 

63 

39 

86 

46 

146.9 

01 

-0.35 

0.51d 

1.21 

17.4 

Retailing 

69/21 

1677 

94 

0.00 

0 

NA 

15 

14 

NA 

12 

-0.71 

0.69 

0.93 

3.2 

Office  equipment 

41/31 

97 

9 

3.46 

32 

1 

72 

23 

38.5 

12 

4.25 

4.18 

4.55 

2.9 

Nonbank  financial 

42/27 

NEG 

22 

0.00 

0 

43 

65 

21 

34.6 

12 

1.32 

1.87 

2.32 

3.0 

Manufacturing 

48/26 

212 

NM 

0.00 

0 

22 

87 

19 

78.5 

12 

-2.46 

-0.46 

2.33 

4.3 

Office  equipment 

61/33 

174 

7 

1.40 

10 

-35 

48 

24 

215.8 

12 

9.12b 

5.00 

5.73 

8.9 

Nonbank  financial 

29/22 

215 

20 

2.22 

45 

5 

67 

36 

54.5 

12 

0.97 

1.20 

1.64 

7.3 

Chemicals 

30/19 

371 

17 

0.00 

0 

-18 

63 

39 

242.4 

12 

1.14 

1.30 

1.61 

2.5 

Health  care 

53/36 

289 

17 

5,18 

87 

-8 

57 

20 

28.9 

12 

0.63 

2.54 

2.94 

4.8 

Nonbank  financial 

25/19 

307 

15 

2.75 

42 

2 

14 

37 

28.3 

12 

1.76 

1.52 

1.71 

7.0 

Nonbank  financial 

37/29 

157 

14 

6.16 

89 

1 

20 

26 

21.5 

09 

2.16 

2.34 

2.37 

3.4 

Utilities 

31/23 

137 

12 

4.37 

52 

6 

35 

32 

25.5 

12 

2.41 

2.25 

2.60 

2.3 

Banks 

29/18 

167 

21 

0.42 

9 

-11 

76 

36 

131,9 

12 

0.87 

1.11 

2.30 

7.4 

Transportation 

39/15 

316 

17 

0.00 

0 

-44 

52 

43 

136.3 

02 

1.29 

1.19d 

1.40 

8.6 

Office  equipment 

33/24 

597 

23 

0.00 

0 

19 

22 

27 

18.4 

12 

1.14 

1.40 

1.71 

4.7 

Services 

22/15 

159 

33 

0.00 

0 

13 

43 

43 

44.0 

12 

0.76 

0.61 

1.45 

5.5 

Food 

25/17 

233 

14 

2.36 

34 

-21 

15 

46 

26,8 

12 

NA 

1.30 

1.50 

4.7 

Housing 

25/14 

607 

17 

0.00 

0 

NA 

48 

34 

68,7 

09 

NA 

1.50 

1.56 

1.9 

Food 

57/26 

398 

19 

0,00 

0 

25 

98 

16 

578,6 

12 

1.10 

2.72 

3.76 

7,4 

Manufacturing 

34/26 

187 

13 

2.24 

29 

11 

37 

27 

61.6 

12 

3.52 

2.43 

2.88 

11.8 

Nonbank  financial 

53/40 

258 

15 

1,27 

19 

15 

77 

17 

64.9 

09 

2.16 

3.38 

3.90 

3.1 

Services 

28/18 

103 

11 

4.39 

48 

-31 

75 

48 

92.0 

12 

1.82 

1.64 

1.86 

7.5 

Telecommunications 

35/25 

156 

21 

7.39 

154 

-11 

83 

31 

78.8 

12 

0.29 

1.30d 

1.19 

NM 

Housing 

43/29 

160 

32 

0.00 

0 

-19 

54 

27 

60.8 

1  01 

2.50 

0.99d 

3.00 

3.7 

Retailing 

22/16 

135 

25 

6.25 

159 

-15 

45 

50 

32.9 

i  12 

0.66 

0.66 

NA 

NM 

Housing 

51/33 

631 

56 

0.00 

0 

5 

86 

18 

282.3 

!  09 

[  0.83 

0.84 

1.74 

1.2 

Office  equipment 

32/18 

NEG 

11 

0,00 

0 

31 

79 

32 

61.0 

1  01 

1.24 

2.33d 

2.61 

2.3 

Health  care 

14/9 

NEG 

34 

0,00 

0 

NA 

4 

74 

19.6 

!  07 

i  1.31 

0.33 

NA 

NM 

1  Fuel 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

1  ASSETS 

CHANGE 
FROM 
1994 

YEAR 
AGO 
RANK 

12 

MONTHS 
1994 
$MIL 

CHANGE 
1993 

12 

WJUit  1  no 
1994 

SMIL 

CHANGE 

1993 

12 

IVIUli  1  no 

1994 

12 

1993 

ON 
CAPITAL 

ON 

EQUITY 

'^ 

1  12 

1  tiriMTUC 

MUNIna 
1994 
1  $MIL 

901 

STERLING  SOFTWARE 

841 

21 

NR 

490 

16 

-14.1 

NM 

NM 

NM 

NA 

-8.2 

1  567 

902 

STARBUCKS 

838 

30 

NR 

330 

63 

14.1 

40 

4.3 

5.0 

NA 

12.6 

420 

903 

POLARIS  INDUSTRIES 

838 

28 

NR 

728a 

48 

65.0 

55 

8.9 

8.5 

64.4 

64.4 

266 

904 

HOME  SHOPPING  NETWORK 

838 

-32 

658 

1127 

8 

17.7 

NM 

1.6 

NM 

8.9 

8.6 

447 

905 

OVERSEAS  SHIPHOLDING  GROUP 

837 

10 

960 

358y 

-5 

-6.2 

NM 

NM 

4.8 

1.9 

-0.8 

1875 

906 

ARROW  INTERNATIONAL 

835 

62 

NR 

189 

23 

30.0 

21 

15.9 

16.0 

17.8 

21.5 

1  215 

907 

LONE  STAR  STEAKHOUSE  &  SALOON 

835 

-3 

882 

195 

103 

27.7 

86 

14.2 

15.6 

16.4 

16.4 

i  184 

908 

MITCHELL  ENERGY  &  DEVELOPMENT 

833 

-18 

797 

853a 

-12 

26.4 

-32 

3.1 

4.0 

4.6 

3.5 

1  2299 

909 

PEOPLESOFT 

832 

140 

NR 

113 

94 

14.5 

73 

12.9 

14.5 

15.6 

15.6 

1  172 

9i0 

HEALTH  &  RETIREMENT  PROPERTIES  TRUST 

832 

19 

996 

87 

55 

51.9 

38 

59.7 

67.3 

7.3 

8.4 

1  847 

911 

DEPARTMENT  56 

832 

27 

NR 

218 

18 

36.1 

44 

16.6 

13.6 

22.5 

36.0 

1  240 

912 

SYBRON 

829 

12 

975 

447 

10 

44.8 

53 

10.0 

7.2 

14.4 

25.3 

565 

913 

MEDIA  GENERAL 

828 

21 

NR 

626 

4 

117.0 

355 

18.7 

4.3 

26.3 

35.1 

i  787 

914 

ROCHESTER  GAS  &  ELECTRIC 

824 

-8 

862 

1001 

5 

74.4 

-5 

7.4 

8.3 

7.0 

9.0 

1  2466 

915 

TRIMAS 

824 

-20 

778 

535 

21 

50.1 

32 

9.4 

8.6 

11.2 

18.0 

1  603 

916 

BED  BATH  &  BEYOND 

821 

-1 1 

846 

400 

42 

27.6 

35 

6.9 

7.2 

22.7 

27.7 

i  183 

917 

UNIVERSAL  FOODS 

818 

-5 

881 

897 

-1 

72.0 

25 

8.0 

6.4 

16.4 

22.0 

1  764 

918 

PYXIS 

813 

-31 

696 

142 

42 

34.6 

36 

24.3 

25.5 

24.6 

24.6 

202 

919 

VENCOR 

812 

45 

NR 

400 

42 

31.4 

37 

7.9 

8.1 

NA 

18.2 

1  390 

920 

AIRGAS 

81 1 

21 

NR 

645 

34 

28.4 

58 

4.4 

3.7 

9.0 

16.2 

1  644 

921 

WASHINGTON  WATER  POWER 

Rin 

1 1 
—1 1 

RRn 

oou 

671 

5 

77.2 

-7 

11.5 

12.9 

7.6 

10.6 

1  1883 

922 

SURGICAL  CARE  AFFILIATES 

810 

23 

NR 

237 

20 

31.4 

-3 

13,3 

16.3 

19.3 

15.8 

1  338 

923 

SANTA  FE  ENERGY  RESOURCES 

810 

-2 

911 

391 

-10 

17.1 

NM 

4.4 

NM 

6.0 

1.6 

1  1071 

1 

924 

LEE  ENTERPRISES 

809 

-5 

890 

414y 

9 

54.4 

26 

13.1 

11.4 

18.4 

22.5 

j  487 

925 

MINNESOTA  POWER 

809 

-11 

916 

638 

26 

61.3 

-2 

9.6 

12.4 

8.4 

10.5 

1  1808 

X 

926 

SUPERIOR  INDUSTRIES  INTERNATIONAL 

808 

-33 

o  /  / 

457 

16 

56.3 

25 

12.3 

11.5 

25.3 

28.5 

1  361 

927 

WASHINGTON  GAS  LIGHT 

808 

908 

887 

-1 

57.9 

1 

6.5 

6.4 

8.9 

11.2 

1426 

928 

P.H.  GLATFELTER 

807 

g 

977 

478 

1 

-118.3 

NM 

NM 

4.3 

-19.9 

-27.9 

1  651 

li 

929 

FIRST  BRANDS 

806 

2 

940 

1033 

-2 

54.3 

-2 

5.3 

5.3 

13.2 

15.2 

1  794 

:3i 

930 

MIDWEST  RESOURCES 

806 

-11 

859 

1068 

-3 

77.2 

-13 

7.2 

8.0 

7.6 

10.3 

1  2545 

1) 

931 

DAUPHIN  DEPOSIT 

805 

1 3 

995 

392y 

2 

70.0 

3 

17.9 

17.6 

15.9 

14.2 

1  5070 

28 

932 

BOSTON  CHICKEN 

805 

961 

96 

126 

16.2 

882 

16.8 

3.9 

5.1 

6.8 

427 

n 

933 

BOYD  GAMING  , 

804 

-19 

803 

564 

27 

16.2 

-3 

2.9 

3.8 

5.4 

9.6 

i  844 

:!s 

934 

HEALTH  CARE  PROPERTY  INVESTORS 

800 

_l 

924 

99 

7 

50.0 

13 

50.5 

47.6 

13.7 

18.6 

1  550 

33 

935 

MEDAPHIS 

797 

59 

NR 

253 

50 

17.4 

90 

6.9 

5.4 

7.1 

9.2 

!  359 

:60 

93C 

WASHINGTON  FEDERAL 

7Q7 

Q 

O  /  D 

289 

-2 

89.3 

-6 

30.9 

32.3 

NA 

16.3 

4053 

!3 

937 

MOBILE  TELECOMMUNICATIONS  TECHS. 

795 

33 

NR 

148 

14 

-18.6 

NM 

NM 

12.9 

NM 

-9.1 

704 

'^U 

938 

MICROCHIP  TECHNOLOGY 

794 

33 

NR 

190 

56 

32.4 

131 

17.0 

11.5 

21.5 

22.6 

224 

32 

939 

CREDIT  ACCEPTANCE 

793 

73 

NR 

54 

82 

20.6 

66 

37.8 

41.4 

17.3 

27.2 

426 

2(1 

940 

EG&G 

792 

-24 

767 

1333 

1 

-32.1 

NM 

NM 

4.1 

NA 

-7.2 

785 

!9 

941 

ZURICH  REINSURANCE  CENTRE  HOLDINGS 

7Qn 

NR 

190a 

55 

-27.0 

NM 

NM 

10.4 

NM 

-5.4 

1107 

^30 

942 

BRUNO'S 

790 

26 

NR 

2863 

-1 

47.7 

32 

1.7 

1.3 

9.5 

11.0 

904 

1 

943 

SHARED  MEDICAL  SYSTEMS 

789 

30 

NR 

551y 

10 

35.1 

13 

6.4 

6.2 

16.4 

16.4 

376 

3a 

944 

lES  INDUSTRIES 

/  oO 

Q 

— O 

786 

-2 

67.7 

-2 

8.5 

8.6 

8.7 

11.3 

1844 

30 

945 

MICRO  WAREHOUSE 

788 

41 

NR 

776 

72 

28.0 

87 

3.6 

3.3 

17.7 

17.8 

218 

'% 

94G 

SCHOLASTIC 

784 

28 

NR 

683 

17 

33.3 

2 

4.9 

5.6 

11.8 

14.9 

499 

'A 

947 

PENTAIR 

784 

20 

NR 

1649 

24 

53.6 

15 

3.3 

3.5 

8.7 

13.0 

1282 

ft 

948 

CHESAPEAKE 

782 

35 

NR 

991 

12  1 

37.6 

262 

3.8 

1.2 

7.8 

9.9 

987 

36 

949 

ALBERTO-CULVER 

781 

30 

NR 

1243 

7  1 

46.7 

13 

3.8 

3.5 

14.1 

14.0 

621 

31 

9S0 

TERRA  INDUSTRIES 

780 

34 

NR 

1666y 

35 

56.2 

146 

3.4 

1.8 

18.8 

19.3 

770 

L 
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noN 

12M0NIH 
HIGH/ 
LOW 
$ 

PRICE 
AS%OF 
BOOK 
VALUE 

P-E 
RATIO 

1  DIVIDENDS 

1        YIELD  PAYOUT 
1          %  % 

TOTAL 
RETURN 

% 

1  SHARES 

1  INSTI- 
1  TUIIONS 
I  HOLDING 
1  * 

SHRS 
OUT 
MIL 

TURN- 
OVER 

% 

FY 

EARNINGS  PER  SHARE 

ANALYSTS' 
1993            1994  1995 
ACTUAL         ACTUAL  EST 
$                $  $ 

ESTIMATES 
VARI- 
ATION 

% 

INDUSTRY  GROUP 

38/25 

478 

14 

1  0.00 

0 

5 

1  67 

23 

112.8 

09 

-2.00 

2.54 

2.77 

4.3 

Office  equipment 

33/21 

763 

70 

1  0.00 

0 

3 

1  38 

35 

314.2 

09 

0.29 

0.34 

0.69 

4.3 

Food 

52/29 

830 

13 

1.32 

17 

34 

1  3 

18 

37.3 

12 

2.25 

3.52d 

3.21 

1.2 

Manufacturing 

15/7 

406 

47 

0.00 

0 

-33 

j  51 

94 

75.7 

12 

-0.18 

0.19 

0.48 

41.7 

Retailing 

26/17 

102 

NM 

1  2.59 

DEF 

2 

j  44 

36 

22.2 

12 

0.55 

-0.17 

0.65 

27.7 

Transportation 

37/19 

599 

29 

!  0.38 

11 

63 

1  11 

22 

24.0 

08 

1.06 

1.29 

1.54 

0.7 

Health  care 

29/17 

495 

30 

i  0.00 

0 

-3 

1  66 

34 

268.9 

12 

0.46 

0.82 

1.21 

5.8 

Leisure 

21/15 

111 

21 

1  3.50 

75 

-18 

1  22 

52 

13.3 

01 

0.49 

0.71d 

0.50 

14.0 

Fuel 

40/13 

892 

62 

1  0.00 

0 

133 

1  66 

24 

462.9 

12 

0.33 

0.56 

0.80 

5.0 

Office  equipment 

17/13 

135 

15 

1  9.17 

136 

0 

1  24 

57 

51.9 

12 

1.10 

0.98 

NA 

NM 

Housing 

40/27 

829 

23 

1  0.00 

0 

26 

1  44 

21 

53.3 

12 

1.16 

1.67 

2.09 

3.8 

Manufacturing 

36/28 

469 

19 

0.00 

0 

12 

1  ''1 

23 

51.7 

09 

1.13 

1.85 

2.22 

1 .4 

Ll^^i&L.  ____ 

Health  care 

34/21 

248 

7 

1  1.52 

11 

22 

i  57 

26 

20.7 

12 

0.98 

4.45 

1.64 

6.7 

Publishing/TV 

26/20 

111 

12 

1  8.23 

101 

-3 

1  38 

38 

57.9 

12 

2.00 

1.79 

2.37 

4.2 

utilities 

29/18 

295 

18 

1  0.71 

13 

-19 

1  37 

37 

33.0 

12 

1.01b 

1.28 

1.47 

2.7 

Manufacturing 

33/23 

826 

29 

1  0.00 

0 

-11 

1  98 

34 

254.9 

02 

0.64 

0.85d 

1.08 

2.8 

Consumer  products 

34/26 

250 

16 

1  3.06 

49 

-2 

1  63 

26 

49.1 

09 

2.15 

1.95 

2.22 

7.7 

Food 

34/16 

578 

25 

0.00 

0 

-32 

1  77 

36 

579.1 

12 

0.68 

0.92 

1.16 

3.4 

Office  equipment 

33/20 

470 

26 

0.00 

0 

40 

i  64 

26 

90.0 

12 

0.85 

1.20 

1.41 

2.1 

Health  care 

30/20 

463 

28 

i  0.00 

0 

18 

1  67 

31 

63.0 

03 

0.63 

0.92d 

1.21 

5.8 

Services 

18/14 

125 

12 

1  8.27 

97 

-6 

1  17 

54 

29.5 

12 

1.44 

1.28 

1.38 

5.1 

utilities 

23/12 

409 

26 

1  0.76 

20 

23 

1  42 

39 

84,5 

12 

0.85 

0.81 

1.17 

1.7 

Health  care 

10/8 

245 

NM 

0.00 

0 

-3 

j  49 

90 

32.7 

12 

-0.94 

0.06 

0.15 

66.7 

Fuel 

38/32 

334 

17 

2.44 

41 

0 

49 

22 

28.4 

09 

1.76 

2.17 

2.43 

4.5 

Publishing/TV 

30/24 

146 

13 

I  7.88 

99 

-4 

1  15 

31 

29.4 

12 

2.20 

2.06 

2.23 

5.4 

Utilities 

43/24 

408 

15 

1  0.66 

10 

-32 

1  51 

30 

86.9 

12 

1.47 

1.85 

2.21 

2.3 

Automotive 

42/32 

160 

13 

1  5.82 

78 

1 

1  23 

21 

18.3 

09 

2.62 

2.83 

2.74 

4.0 

Utilities 

18/15 

190 

NM 

1  3.84 

DEF 

13 

1  72 

44 

17.3 

12 

0.46 

-2.67 

1.27 

15.7 

Paper 

38/32 

225 

14 

1  1.07 

15 

5 

1  88 

22 

55.8 

06 

2.41 

2.71 

2.60 

2.3 

Manufacturing 

17/13 

115 

11 

1  8.00 

89 

-5 

1  14 

56 

22.2 

12 

1.47 

1.30 

1.35 

3.0 

Utilities 

28/23 

163 

12 

]  3.96 

46 

10 

!  23 

32 

31.9 

12 

2.15 

2.18 

2.32 

3.4 

Banks 

23/14 

337 

47 

0.00 

0 

-18 

i  26 

45 

231.9 

12 

0.07 

0.38 

0.57 

3.5 

Leisure 

19/11 

473 

74 

j  0.00 

0 

-19 

i  6 

57 

13.2 

06 

0.37 

0.19 

0.51 

9.8 

Leisure 

33/26 

298 

16 

1  6.73 

108 

5 

1  50 

27 

40.4 

12 

1.66 

1.87 

NA 

NM 

Housing 

60/24 

421 

49 

1  0.00 

0 

54 

1  95 

14 

349.5 

12 

0.80 

1.15 

1.53 

2.0 

Services 

23/17 

146 

9 

1  4.40 

38 

-5 

!  NA 

40 

58.0 

09 

2.33 

2.32 

2.24 

1 1.6 

Nonbank  financial 

24/15 

268 

NM 

j  0.00 

0 

27 

j  57 

36 

306.8 

12 

0.40 

-0.76 

-0.88 

11.4 

Telecommunications 

32/13 

553 

25 

0.00 

0 

28 

88 

31 

325.8 

03 

0.62 

l.OOd 

1.25 

2.4 

Electrical 

20/10 

1047 

39 

0.00 

0 

73 

24 

41 

51.6 

12 

0.30 

0.49 

0.67 

4.5 

Nonbank  financial 

19/13 

178 

NM 

3.90 

DEF 

-20 

1  76 

55 

54.2 

12 

1.41 

-0.58 

1.12 

17.0 

Services 

30/24 

138 

NM 

1  0.00 

0 

15 

1  36 

26 

12.8 

12 

0.77 

-1.19 

0.40 

17.5 

Nonbank  financial 

10/7 

183 

20 

1  2.55 

50 

31 

1  22 

78 

81.6 

06 

0.60 

0.52 

0.64 

4.7 

Food 

38/22 

369 

23 

1  2.44 

56 

32 

1  70 

23 

193.1 

12 

1.35 

1.51 

1.68 

1.2 

Office  equipment 

30/25 

133 

12 

j  7.67 

90 

3 

20 

29 

22.2 

12 

2.45 

2.34 

2.48 

4.4 

Utilities 

36/18 

501 

28 

]  0.00 

0 

28 

i  ''3 

27 

209.8 

12 

0.64 

1.01 

1.30 

NM 

Retailing 

54/34 

351 

22 

1  0.00 

0 

28 

16 

99.3 

05 

2.04 

2.28d 

2.74 

2.2 

Publishing/TV 

45/33 

212 

16 

i  1.86 

31 

21 

i  64 

18 

68.8 

12 

2.26 

2.62 

3.07 

3.9 

Manufacturing 

35/22 

205 

21 

1  2.18 

46 

37 

1  63 

24 

64.6 

12 

0.44 

1.58 

3.15 

17.5 

Paper 

31/19 

234 

18 

1  1.12 

20 

30 

1  22 

28 

17.2 

09 

1.44 

1.57 

1.80 

2.8 

Consumer  products 

13/6 

268 

14 

1  0.73 

10 

32 

1  38 

71 

78.6 

12 

0.33 

0.77 

1.59 

24.5 

Chemicals 
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COMPANY 

MARKET  VALUE 

SALES 

PROFITS 

MARGINS 

RETURN 

1  ASSETS  y 

CHANCE 
FROM 
1994 

YEAR 
AGO 

12 

MONTHS 
1994 
$M1L 

CHANGE 
FROM 
1993 

12 
MONTHS 
1994 
tMIL 

CHANGE 
FROM 
1993 

12 

MONTHS 
1994 

12 
MONTHS 
1993 

ON 
INVESTED 
CAPITAL 

ON 
COMMON 
EQUITY 

"( 

1  12 
1  MONTHS 

1994 
1  $MIL 

951 

TRINOVA 

778 

-27 

754 

1795 

9 

65.9 

527 

3.7 

0.6 

14.3 

20.6 

1  1001 

952 

VALERO  ENERGY 

776 

-19 

821 

1837 

50 

25.9 

-26 

1.5 

3.0 

4.1 

1.7 

i  2648 

953 

SUNGARD  DATA  SYSTEMS 

774 

6 

983 

437 

15 

43.1 

12 

9.9 

10.1 

12.3 

12.3 

1  486 

954 

VALSPAR 

774 

-15 

851 

800 

14 

46.6 

14 

5.8 

5.8 

23.0 

26.8 

1  365 

955 

CENTURY  COMMUNICATIONS 

773 

-17 

841 

391 

8 

-58.3 

NM 

NM 

NM 

NM 

NM 

1689  'n 

1                     ;  1 

956 

FRANCHISE  FINANCE  CORP.  OF  AMERICA 

770 

NA 

NR 

91 

-3 

25  9 

-52 

28.4 

57.3 

5.1 

4.8 

;  504 

957 

FRANKLIN  QUEST 

770 

I 

963 

231 

30 

33.4 

30 

14.5 

14.5 

18.6 

19.1 

1  205 

958 

BATTLE  MOUNTAIN  GOLD 

769 

-17 

844 

230 

19 

9.5 

NM 

4.1 

NM 

3.3 

NA 

1       680  ,5 

1  1; 

959 

BABY  SUPERSTORE 

768 

NA 

NR 

175 

68 

7.1 

88 

4.1 

3.6 

13.2 

12.8 

1  87 

960 

ARGONAUT  GROUP 

767 

_3 

933 

394 

-10 

75.7 

-14 

19.5 

20.3 

10.3 

10.3 

!      2094  - 

961 

GEON 

763 

2 

992 

1209 

24 

57.9 

NM 

4.8 

0.2 

18.0 

22.0 

\  792 

962 

EXIDE 

762 

73 

NR 

1020 

60 

22.2 

52 

2.2 

2.3 

9.0 

12.9 

794 

963 

KIMCO  REALTY 

762 

-I 

954 

123a 

28 

40.0 

29 

32.5 

32.4 

NA 

10.3 

708  .. 

964 

ANNTAYLOR  STORES 

759 

28 

NR 

604a 

23 

27.4 

170 

4.5 

2.1 

5.8 

8.6 

1 

!       585  ,. 

965 

FINGERHUT 

758 

-42 

637 

1934 

7 

45.9 

-39 

2.4 

4.2 

8.5 

9.2 

1     1013  ,,, 

+-  si 

966 

WISCONSIN  CENTRAL  TRANSPORTATION 

757 

27 

NR 

211 

39 

38.3 

103 

18.1 

12.4 

14.5 

21.2 

1       444  "7 

967 

BIC 

757 

1 1 

NR 

475 

8 

51.6 

15 

10.9 

10.2 

20.6 

20.6 

'       369  „, 

9G8 

VALLEY  NATIONAL  BANCORP 

756 

-1 1 

987 

253 

2 

59.0 

4 

23.3 

22.9 

19.8 

19.7 

1      3744  ,,, 

1  III 

969 

J.B.  HUNT  TRANSPORT  SERVICES 

751 

-19 

838 

1208 

18 

40.4 

6 

3.3 

3.7 

7.9 

10.9 

1  E 

970 

LINCARE  HOLDINGS 

750 

13 

NR 

201 

30 

38.0 

34 

18.9 

18.3 

24.2 

25.7 

1       196  ., 

-i   311 

971 

HIBERNIA 

750 

20 

NR 

423a 

4 

75.0 

78 

17.7 

10.3 

16.2 

15.9 

1     5336  ~ 

972 

ROBERTS  PHARMACEUTICAL 

748 

29 

NR 

111a 

51 

18.0 

NM 

16.2 

2.2 

7.6 

7.1 

!  335 

973 

BREED  TECHNOLOGIES 

747 

-17 

874 

322y 

41 

62.0 

136 

19.2 

11.5 

NA 

38.5 

1  224 

974 

J&L  SPECIALTY  STEEL 

744 

21 

NR 

712 

10 

53.6 

47 

7.5 

5.6 

12.9 

17.6 

1  658 

975 

AMERCO 

744 

NA 

NR 

1232 

12 

63.1 

50 

5.1 

3.8 

7.0 

8.5 

i      2537  ,„ 

]  a 

976 

VIVRA 

744 

53 

NR 

287y 

32 

29.7 

25 

10.4 

10.9 

14.9 

14.7 

1       276  ~ 

1  33; 

977 

VORNAOO  REALTY  TRUST 

742 

-4 

950 

77a 

2 

38.9 

125 

50.3 

22.7 

15.8 

32.8 

1       394  ,„ 

1  3?' 

978 

VALASSIS  COMMUNICATIONS 

742 

„y 

931 

563y 

-6 

3.8 

-92 

0.7 

8.1 

NM 

NM 

234 

979 

WESTERN  NATIONAL 

740 

_4 

NR 

665 

5 

73.3 

-38 

11.0 

18.8 

14.5 

17.4 

1  8321 

ii 

980 

FAMILY  DOLLAR  STORES 

736 

-22 

829 

1450 

9 

62.6 

-5 

4.3 

4.9 

15.5 

16.4 

606  , 

981 

GREAT  ATLANTIC  &  PACIFIC  TEA 

1  OD 

-27 

792 

10324 

-1 

-191.8 

NM 

NM 

NM 

NM 

-24.9 

-j   IJ 

•     3015  - 

!  3,' 

982 

CHIPCOM 

733 

42 

NR 

258 

57 

18.5 

50 

6.9 

7,7 

NA 

11.7 

'  222 

;  iv 

983 

READ-RITE 

730 

39 

NR 

726 

32 

41.6 

NM 

5.7 

NM 

8.9 

9.9 

1       670  ,„ 

984 

OLD  NATIONAL  BANCORP 

730 

8 

993 

287a 

0 

45.1 

5 

15.7 

15.0 

12.7 

12.9 

1  4152 

1  35-; 

985 

BURLINGTON  INDUSTRIES 

730 

-32 

748 

2170 

5 

93.2 

20 

4.3 

3.8 

8.5 

16.8 

1  1865 

986 

FLEMING 

728 

-23 

825 

15753 

20 

55.2 

50 

0.4 

0.3 

3.8 

5.2 

■1  -n 

1     4624  ^ 

1  30; 

987 

AMERICAN  FREIGHTWAYS 

728 

32 

NR 

455 

42 

27.0 

61 

5.8 

5.1 

11.9 

15.9 

1  355 

1  2S 

988 

TOOTSIE  ROLL  INDUSTRIES 

727 

_3 

955 

297 

14 

37.9 

7 

12.8 

13.7 

14.2 

15.9 

339 

1 

989 

CENTEX 

727 

-38 

695 

3351y 

17 

105.1 

33 

3.1 

2.8 

11.8 

15.6 

1  1979 

1  3812 

990 

TRAMSCO  ENERGY 

726 

13 

NR 

2816 

-4 

12.2 

NM 

0.4 

NM 

7.3 

-4.2 

]  3825 

991 

MAGMA  COPPER 

o 

NR 

890 

12 

87.4 

283 

9.8 

2.9 

9.3 

10.4 

1  1422 

'  151 

992 

INTERNATIONAL  CABLETEL 

724 

50 

NR 

13a 

25 

-31.3 

NM 

NM 

NM 

NA 

-7.0 

1  543 

993 

DIAMOND  SHAMROCK 

722 

-14 

906 

2605 

2 

75.8 

133 

2.9 

1.3 

9.4 

12.4 

1      1621  [ 

994 

CANANDAIGUA  WINE 

720 

54 

NR 

719 

84 

15.4 

-7 

2.3 

4.5 

5.3 

5.2 

1  918 

1  '■'■''i 

995 

SYMANTEC 

ion 

DU 

M  D 
INK 

316 

0 

25.3 

NM 

8.0 

NM 

NA 

32.2 

1  196 

996 

ALLIANCE  SEMICONDUCTOR 

717 

317 

NR 

95 

99 

16.9 

129 

17.8 

15.5 

17.4 

17.4 

-1  ;si 
1  111 

997 

ENERGY  SERVICE 

716 

-7 

952 

262 

6 

37.2 

122 

14.2 

5.8 

NA 

7.3 

i  778 

998 

FERRO 

716 

-30 

784 

1194 

12 

47.4 

-18 

4.0 

5.4 

11.4 

NA 

802  [ 

999 

CENTRAL  NEWSPAPERS 

716 

-3 

973 

506 

11 

42.8 

49 

8.5 

6.3 

14.0 

13.6 

1       479  '"^ 

1000 

KENNAMETAL 

716 

4 

NR 

881 

30 

47.4 

NM 

5.4 

0.2 

12.9 

14,2 

1  .'a? 

704 
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ION 

1  DIVIDENDS 

SHARES 

EARNINGS  PER  SHARE 

INDUSTRY  GROUP 

12-MONIH 

LOW 
J 

PRICE 
AS  %  Of 
BOOK 
VALUE 

P-E 
RATIO 

1 

I  YIELD 

PAYOUT 

% 

TOTAL 
RETURN 

% 

1  INSII- 
1  TUTIONS 
!  HOLDING 

1  °l' 

SHRS 

OUT. 
MIL 

TURN- 
OVER 

% 

FY 

1993 
ACTUAL 
$ 

1994 
ACTUAL 
$ 

ANALYSIS' ESTIMATES 
1995  VARI- 
EST  ATION 

$  % 

40/24 

243 

12 

1  2.67 

32 

-26 

1  74 

29 

74.6 

12 

0.37 

2.26 

2,81 

6.1 

Manufacturing 

23/16 

77 

45 

1  2.91 

130 

-17 

!  75 

43 

50.0 

12 

0,82 

0.40 

1,45 

22.8 

Fuel 

43/32 

221 

18 

i  0.00 

0 

6 

1  85 

19 

103,0 

12 

2.14 

2.24 

2,59 

1.9 

Office  equipment 

46/31 

444 

17 

1.68 

29 

7 

50 

22 

27.2 

10 

1.85 

2.08 

2,21 

2.3 

Housing 

11/6 

NEG 

NM 

i  0.00 

0 

-17 

i  18 

90 

10.6 

05 

-0.53 

-0.57d 

-0,43 

39.5 

Publishing/TV 

22/17 

143 

30 

!  5.49 

164 

NA 

!  13 

40 

NA 

12 

1.33 

0.54 

1,86 

1.1 

Housing 

41/27 

440 

25 

i  0.00 

0 

-4 

i  53 

22 

59.2 

08 

1.10 

1.40 

1,74 

1.2 

Office  equipment 

13/9 

297 

NM 

1  0.53 

250 

-17 

1  47 

81 

139.8 

12 

-0.10 

0.02 

0,15 

55.7 

Metals 

44/21 

1383 

95 

1  0.00 

0 

NA 

1  8 

18 

NA 

01 

0,25 

0.44 

0,69 

1.5 

Retailing 

32/26 

103 

10 

I  3.77 

39 

4 

1  30 

25 

21.1 

12 

3,48 

3.00 

3,33 

4.5 

Nonbank  financial 

32/25 

290 

14 

I  1.72 

24 

8 

j  NA 

26 

129.8 

12 

0,22 

2.06 

3,02 

12.9 

Chemicals 

58/31 

443 

29 

i  0.16 

5 

61 

62 

15 

101.5 

03 

1,56 

1.77d 

3,40 

4.1 

Manufacturing 

39/33 

230 

22 

i  6.68 

144 

4 

i  46 

20 

33.2 

12 

1.76 

1.76 

NA 

NM 

Housing 

45/29 

240 

24 

I  0.00 

0 

19 

1  99 

23 

209.4 

01 

0.56 

1.40 

1,92 

4.2 

Retailing 

33/14 

151 

18 

1  0.98 

18 

-42 

1  90 

46 

145.5 

12 

1.50 

0.91 

1,55 

3.2 

Retailing 

48/32 

419 

20 

1  0.00 

0 

26 

78 

17 

111.3 

12 

1,14 

2.31 

2,84 

2.8 

Transportation 

33/26 

302 

15 

1  2.86 

42 

14 

15 

24 

9,7 

12 

1,90 

2.19 

2,40 

2,9 

Manufacturing 

32/24 

252 

13 

3.83 

49 

1 

7 

29 

5.9 

12 

2.05 

2.06 

2.40 

5,8 

Banks 

25/15 

202 

19 

i  1.03 

19 

-19 

32 

39 

73,9 

12 

1.00 

1.05 

1,25 

5,6 

Transportation 

31/19 

509 

21 

0.00 

0 

11 

87 

27 

172,4 

12 

1.01 

1.34 

1.53 

1,8 

Health  care 

9/7 

150 

10 

1  3.10 

31 

5 

1  38 

97 

46,6 

12 

0.58 

0.78 

1,05 

3,8 

Banks 

43/20 

295 

39 

1  0.00 

0 

29 

!  41 

18 

167,5 

12 

0.46 

1.04d 

1.52 

10,5 

Health  care 

44/20 

464 

15 

1  0.21 

3 

-17 

j  35 

31 

203,6 

06 

0.59 

1.56 

2.28 

3,5 

Automotive 

21/13 

245 

14 

1.87 

26 

24 

i  32 

39 

50.4 

12 

1.15 

1.39 

1.79 

7,8 

Metals 

23/16 

133 

NA 

!  0.00 

0 

NA 

1  NA 

39 

NA 

03 

1.06 

NA 

NA 

NM 

Transportation 

33/22 

367 

22 

1  0.00 

0 

34 

1  71 

23 

52.8 

11 

1.19 

1.45 

1.71 

1.2 

Health  care 

38/30 

626 

18 

i  6.54 

119 

1 

i  33 

22 

19.9 

12 

1.50 

1.89 

NA 

NM 

Housing 

20/13 

NEG 

NM 

1  0.00 

0 

-7 

1  46 

43 

41.5 

12 

1.89 

0.12 

0.77 

13.0 

Services 

16/10 

176 

10 

1  1.35 

14 

-7 

1  39 

62 

81.8 

12 

1.91 

1.18 

1.64 

3.0 

Nonbank  financial 

18/10 

193 

12 

1  2.62 

31 

-20 

!  56 

57 

71.1 

08 

1.15 

1,10 

1.19 

7.6 

Retailing 

27/17 

95 

31 

1.04 

32 

-25 

37 

38 

24.5 

02 

0.10 

0.63d 

1.17 

15.4 

Food 

51/21 

461 

42 

0.00 

0 

28 

98 

15 

544.7 

12 

0.97 

1.07 

2.02 

3.0 

Office  equipment 

20/11 

175 

37 

0.00 

0 

33 

j  63 

45 

318.8 

09 

0.02 

0.43 

1.81 

2.2 

Electrical 

36/34 

204 

18 

2.63 

46 

3 

18 

21 

14,5 

12 

2.10 

1.98 

NA 

NM 

Banks 

17/9 

132 

8 

1  0.00 

0 

-30 

1  70 

65 

85,8 

09 

1.19 

1.46 

1.14 

4.4 

Manufacturing 

30/19 

68 

13 

1  6.15 

79 

-20 

j  79 

37 

83.3 

12 

1.02 

1.51 

1.69 

3.0 

Food 

25/18 

428 

27 

1  0.00 

0 

21 

j  41 

31 

71.1 

12 

0.59 

0.89 

1.12 

1.8 

Transportation 

72/54 

304 

19 

0.66 

13 

-3 

21 

11 

13,8 

12 

3.25 

3.50 

NA 

NM 

Food 

38/20 

108 

14 

0.78 

11 

-31 

i  76 

29 

171,4 

03 

2.60 

1.78d 

1.72 

11.0 

Housing 

18/12 

180 

NM 

3.38 

DEF 

19 

56 

41 

59,4 

12 

-1.54 

-0.42 

1.20 

9.2 

Utilities 

19/13 

100 

10 

1  0.00 

0 

5 

1  46 

45 

132,5 

12 

0.42 

1.54 

2.82 

33.0 

Metals 

36/18 

162 

NM 

0.00 

0 

60 

1  72 

23 

155.5 

12 

-1.11 

-1.20d 

-1.81 

9.4 

Telecommunications 

30/23 

125 

10 

1  2.24 

23 

-12 

1  83 

29 

54,1 

12 

1.04 

2.45 

2.59 

9.3 

Fuel 

41/20 

227 

50 

0.00 

0 

35 

i  ^1 

19 

138,9 

08 

1.30 

0.74 

NA 

NM 

Consumer  products 

22/10 

917 

21 

0.00 

0 

42 

i  67 

35 

314,5 

03 

-0.37 

0.94d 

1.14 

4,4 

Office  equipment 

40/6 

741 

40 

!  0.00 

0 

306 

]  28 

19 

261,9 

03 

0.49 

0.96d 

1.32 

21.2 

Electrical 

19/11 

149 

19 

i  0.00 

0 

-15 

i  53 

61 

75.1 

12 

0.32 

0,51 

0.70 

12.9 

Fuel 

35/22 

215 

17 

[  2.11 

36 

-25 

1  83 

28 

82.8 

12 

1.83 

1,52 

1.85 

3.8 

Chemicals 

30/24 

228 

15 

1  2.08 

32 

-2 

1  41 

27 

20.1 

12 

1.21 

l,77d 

2.05 

2.4 

Publishing/TV 

30/23 

215 

60 

2.22 

133 

5 

79 

27 

91,6 

05 

0.93 

0,45 

2.04 

5.4 

Manufacturing 
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ALPHABETICAL  LIST  OF  COMPANIES 

The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value 
among  the  Business  Week  1000.  That  list  begins  on  pagel04.  The  numbers  immediately  to  the  right  identify  the 
company's  rank  in  sales,  profits,  and  assets,  respectively  among  all  Business  Week  1000  companies. 


MKT 

RANK  COMPANY 


SALES     PROFilS  ASSETS 


MKT 

RANK  COMPANY 


OTHER  RANKINGS 


SALES     PROFITS  ASSETS 


MKT 
RANK 


OTHER  RANKINGS 


COMPANY 


SALES      PROFITS  ASSETS 


25  ABBOTT  LABORATORIES       118       32  232 

One  Abbott  Park  Rd,  Abbott  Park,  IL  60064/708-937-6100 

537  ADAPTEC  882     602  925 

691  South  Milpita:  BM,  Milpitas,  CA  950357408-945-8600 

570  ADCTELECOMMS.  865      820  946 

4900  We-.t  78th  SI,  Minneapolis,  MN  554357612-938-8080 

425  ADOBE  SYSTEMS  815      943  857 

1585  Charleston  Rd,  Mountain  View,  CA  9404 37415-961-4400 


340  ADVANCED  MICRO  DEVICES  447  208 

One  AMD  Place,  Sunnyvale,  CA  94088/408-/32-2400 

622  ADVANTA  879  499 

300  Welsh  Rd,  Horsham  PA  19044/215-657  4000 

613  AES  840  522 

1001  Nurth  19thSt,Ailington,VA22209/703-522-1315 

158  AETNA  LIFE  &  CASUALTY        38  139 

151 F arinihctun  Ave.  Hartford,  CT  06156/203-273-0123 

275  AFLAC  175  213 

1932Wynnlon  Rd,  Columbus,  GA 31999/706-323-3431 

434  AHMANSON  (H.F.)  319  269 

4900  Rivergrade  Rd,  lrwind,3le,  CA  91706/818-960-631 1 

172  AIR  PRODUCTS  &  CHEMICALS  292  260 

7201  Hamilton  Blvd  ANentown,  PA  181957610-481-4911 

920  AIRGAS  798  881 

100  Malsonford  Rd,  Radnor,  PA  190877510-687-5253 

64  AIRTOUCHCOMMUNS.         639  525 

1  Calilorina  St,  San  Francisco,  CA  9411  174  1  5-6  5  8-2  0  00 


831  ALBEMARLE 

451  Florida  Blvd,B3lonR 


652  792 

LA  708017504-388-8011 


949  ALBERTO-CULVER  608  810 

2525  Armitage  Ave,  Melrose  Park,  IL  60 1607/08-450-3000 


511 
448 
584 

22 
103 

37 
331 
852 
375 
722 
859 


118  ALBERTSON'S  85      166  415 

250  Parkcenter  Blvd  Boise.  ID  83706/208-385-6200 

804  ALC  COMMUNICATIONS       826     700  963 

30300  Telegraph  Rd.  Bingham  Farms,  Ml  48025/810-647-4060 

276  ALCO  STANDARD  138     584  401 

825  Duportail  Rd,  Wayne,  PA  190  8  77610-296-8000 

823  ALEXANDERS.  ALEXANDER   593     983  471 

1 185  Ave  ot  the  Americas,  New  York,  NY  10036/212-840-8500 

800  ALEXANDERS.  BALDWIN       620      647  573 

822  Bishop  St,  Honolulu,  HI  96801/808-525-6611 

744  ALLEGHANY  489      684  414 

Park  Ave  Plaij,  New  York,  NY  10055/212-/52-1356 

584  ALLEGHENY  LUDLUM  653      913  735 

1000  Six  PPG  Place,  Pittsburgh,  PA  15222/412-394-2800 

350  ALLEGHENY  POWER  SYSTEM  411      267  276 

12  Fast  49th  St,  New  York,  NY  10017/212-752-2121 

508  ALLERGAN  690      477  738 

2525  Dupont  Or,  Irvine,  CA  92715/714-752-4500 

996  ALLIANCE  SEMICONDUCTOR  989     920  996 

3099  North  First  St,  San  lose,  CA  951347408-383-4900 

77  ALLIEDSIGNAL  69       79  187 

101  Columbia  Rd,  Moirislown,  NJ  07962/201-455-2000 

694  ALLMERICA  PROPERTY        465     515  316 

440  Lincoln  St,  Worcester,  MA  01653/508-855-1000 

69  ALLSTATE  27      136  34 

2775  Sanders  Rd,  Northbrook,  IL  600627708-402-5000 

179  ALLTEL  357      229  350 

One  Allied  Dr.  Little  Rock,  AR  72202/501-661-8000 

706  ALTERA  957      927  987 

2610  Orchard  Pkwy,  San  lose,  CA  95134/408-894-7000 

656  ALUMAX  379      812  468 

5655  Peachttee  Pkwy,  Norcross,  GA  30092/404-245-6600 

133  ALUMINUM  CO.  OF  AMERICA  106      148  165 

425  6lh  Ave,  Pittsburgh,  PA  15219/412-553  4545 


499  ALZA  938     742  801 

950  Page  Mill  Rd,  Palo  Alto,  CA  94303/415-494-5000 

599  AMBAC  949     405  374 

One  State  St  Plaia,  New  York,  NY  I0004/212-668-0340 

644  AMDAHL  524     646  625 

1250  East  Arques  Ave,  Sunnyvale,  CA  94088/408-746-6000 

218  AMERADA  HESS  161      653  230 

1 185  Ave  of  the  Americas,  New  York,  NY  10036/212-997-8500 

975  AMERCO  609     706  494 

1  325  Airmotive  Way,  Reno,  NV  89502/702-688-6300 

741  AMERICA  ONLINE  958     971  992 

86 1 9  Westwood  Center  Or,  Vienna,  VA  221 82/703-448-8700 

125  AMERICAN  BRANDS  65       63  207 

1 700  East  Putnam  Ave,  Old  Greenwich,  CT  068707203-698-5000 

153  AMERICAN  ELECTRIC  POWER  194      119  131 

One  Riverside  Plaza,  Columbus,  OH  43215/614-223-1000 

47  AMERICAN  EXPRESS  56       35  21 

World  finl  Center,  New  York,  NY  10285/212-640-2000 

987  AMERICAN  FREIGHTWAYS    870      891  940 

2200  forward  Dr,  Harrison,  AR  72501/501-741-9000 

147  AMERICAN  GENERAL  216      203  47 

2929  Allen  Pkwy,  Houston,  TX  770197713-522-1111 

428  AMERICAN  GREETINGS        487     413  622 

One  American  Rd,  Cleveland.  OH  44144/216-252-7300 

35  AMERICAN  HOME  PRODUCTS  121       31  241 

Five  Giialda  Farms,  Madison,  NJ  07940/201-660-5000 

16  AMERICAN  INTL.  GROUP        24        18  16 

70  Pine  St,  New  York,  NY  102/0/212-770-7000 

633  AMERICAN  NATIONAL  572     299  291 

One  Moody  Plaza,  Galveston,  TX  77550/409-763-4661 

547  AMERICAN  POWER  906      667  965 

132  Fairgrounds  Rd,  West  Kingston,  Rl  02892/401-789-5735 

720  AMERICAN  PREMIER  486     950  379 

One  East  Fourth  St,  Cincinnati,  OH  452027513-579-6600 
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0  AMERICAN  RE  512     528  271 

555  College  Rd  East,  Princeton,  NJ  08543/609-243-4200 

17  AMERICAN  STORES  36      184  260 

709  East  South  Temple,  Salt  Lake  City,  UT  84102/801-539-0112 

17  AMERICAN  WATER  WORKS    749     618  440 

1025  Lautel  Oak  Rd,  Voorhees,  NJ  08043/609-346-8200 

A   AMERITECH  74       47  108 

30  South  Wacker  Di,  Chicago.  IL  60606/312-750-5000 

3  AMGEN  522     200  588 

1840  Oehavilland  Dr,  Thousand  Oaks,  CA  91320/805-447-1000 

2  AMOCO  19       24  75 

200  East  Randolph  Or.  Chicago.  IL  60601/3 12-856-6 1 1 1 

6  AMP  265      175  402 

470  Friendship  Rd.  Harrisbucg.  PA  17111/717-564-0100 

2  AMPHENOL  773     828  837 

358  Hall  Ave.  Wallingtord.  CT  06492/203-265-8900 

3  AMR  44     280  104 

4333  Amon  Carter  Blvd.  Fort  Worth.  TX  76155/817-963-1234 

5  AMSOUTH  BANCORP.  611      438  121 

1900  Filth  Ave  North.  Birmingham,  AL  35203/205-320-7151 

6  ANADARKO  PETROLEUM       862     836  545 

17001  Northchase  Dr.  Houston.  TX  77060/713-875-1101 

6  ANALOG  DEVICES  739     594  798 

Three  Technology  Way.  Norwood,  MA  02062/617-329-4700 

2  ANDREW  824     799  919 

10500  West  153rd  St.  Orland  Park.  IL  60462/708-349-3300 

6  ANHEUSER-BUSCH  83       51  189 

One  Busch  Place.  St  Louis.  MO  631 18/314-577-2000 


ANNTAYLOR STORES  812  890 

142  West  57lh  St.  New  York,  NY  10019/212-541-3300 


AON 

123  North  Wacker  Dr,Chicag 


257  177 

.IL  60606/312-701-3000 


872 


113 


6  APACHE  835     824  627 

2000  Post  Oak  Blvd.  Houston.  TX  77056/713-296-6000 

8  APPLE  COMPUTER  111      143  307 

One  Inhnite  Loop.  Cupertino.  CA  95014/408-996-1010 

8  APPLIED  MATERIALS  491      265  602 

3050  Bowers  Ave.  Santa  Clara.  CA  95054/408-727-5555 

3  ARCHER  DANIELS  MIDLAND    80      100  210 

4666  Fanes  Pkwy,  Decatur,  IL  62526/2 1 7-424-5200 

3  ARCO  CHEMICAL  305     232  405 

3801  West  Chester  Pike,  Newtown  Square,  PA  19073/610-359-2000 

9  ARGONAUT  GROUP  899     635  552 

1800  A»e  of  the  Stars,  Los  Angeles,  CA  90067/310-553-0561 

D  ARMSTRONG  WORLD  380     304  522 

313  West  Liberty  St,  Lancaster,  PA  17604/717-397-061 1 

3  ARROW  ELECTRONICS  231      475  563 

25  Hub  Dr,  Melville,  NY  1 1747/516-391-1300 

3  ARROW  INTERNATIONAL      963     878  980 

3000  Bernville  Rd,  Reading,  PA  19605/610-378-0131 

3  ASARCO  459     701  431 

180  Maiden  Lane,  New  York,  NY  10038/212-510-2000 

3  ASHLAND  109     356  294 

1000  Ashland  Or,  Russell,  KY  41 169/606-329-3333 


28 


I  AT&T  5  6 

32  Ave  of  the  Americas,  New  York,  NY  10013/212-387-5400 

3  AT&T  CAPITAL  574     518  243 

44  Whippany  Rd,  Momstown,  NJ  07962/201-397-3000 

)  ATLANTA  GAS  LIGHT  635     845  628 

303  Peachtree  St  NE.  Atlanta,  GA  30308/404-584-4000 

)  ATLANTIC  ENERGY  699     548  491 

6801  Black  Horse  Pike,  Pleasantville,  NJ  08232/609-645-4100 

ATLANTIC  RICHFIELD  52       62  87 

515  South  Flower  St,  Los  Angeles,  CA  90071/213-486-3511 

1  ATMEL  908     735  901 

2125  O'Nel  Dr,  San  Jose.  CA  95131/408-441-031 1 

)  AUTODESK  873     751  904 

111  Mclnnis  Pkwy.  San  Raphael.  CA 94903/415-507-5000 

I  AUTOMATIC  DATA  395      178  476 

One  AOP  Blvd.  Roseland.  NJ  07068/201-994-5000 

I  AUTOZONE  538     451  772 

3030  Poplar  Ave,  Memphis.  TN  3811 1/901-325-4600 

'  AVERY  DENNISON  363     483  612 

150  North  Orange  Grove  Blvd.  Pasadena.  CA  91103/818-304-2000 

i  AVNET  277     467  574 

80  Cutter  Mill  Rd.  Great  Neck.  NY  1 1021/516-466-7000 

i  AVON  PRODUCTS  252     237  570 

Nine  West  57th  St.  New  York.  NY  10019/212-545-6015 


B 


959  BABY  SUPERSTORE  970     940  997 

605  Haywood  Rd,  Greenville,  SC  29607/803-675-0299 

361  BAKER  HUGHES  407     412  454 

3900  Essex  Lane,  Houston.  TX  77027/713-439-8600 

811  BALL  398     657  617 

345  South  High  St.  Muncie.  IN  47305/317-747-6100 

280  BALTIMORE  G&E  374     196  240 

39  West  Lexington  St.  Baltimore.  MO  21203/410-234-5000 

74  BANC  ONE  142       55  24 

100  East  Broad  St.  Columbus.  OH  43271/614-248-5800 

709  BANCORP  HAWAII  693     459  169 

130  Merchant  St.  Honolulu.  HI  96813/808-537-8111 

567  BANDAG  796     546  873 

2905  North  Hwy  61.  Muscatine.  lA  52761/319-262-1400 

312  BANK  OF  BOSTON  249      150  48 

100  Federal  St,  Boston,  MA  021 10/617-434-2200 

152  BANK  OF  NEW  YORK  263       80  44 

48  Wall  St,  New  York,  NY  10286/212-495-1784 

784  BANK  SOUTH  860     564  267 

55  Marietta  St  NW,  Atlanta,  GA  30303/404-529-41 1 1 

42   BANKAMERICA  49        17  4 

555  California  St,  San  Francisco,  CA  94104/415-622-3456 

734  BANKERS  LIFE  HOLDING       565     411  389 

222  Merchandise  Mart  Plaza,  Chicago,  IL  60654/312-396-6000 

200  BANKERS  TRUST  N.Y.  164      106  20 

280  Park  Ave,  New  York,  NY  10017/212-250-2500 

805  BANPONCE  673     445  171 

209  Munoz  Rivera  Ave,  Hato  Rey,  PR  00918/809-765-9800 

607  BARD(C.R.)  670     645  768 

730  Central  Ave,  Murray  Hill,  NJ  07974/908-277-8000 
871  BARNES  &  NOBLE  552     932  763 

122  Fifth  Ave,  New  York.  NY  10011/212-633-3300 

226  BARNETT  BANKS  337      134  54 

50  North  Laura  SI,  Jacksonville,  FL  32202/904-791-7720 

958  BATTLE  MOUNTAIN  GOLD      947     938  835 

333  Clay  SI,  Houston,  TX  77002/713-650-6400 

480  BAUSCH&LOMB  484     931  488 

One  Chase  Square,  Rochester,  NY  14604/716-338-6000 

100  BAXTER  INTERNATIONAL      115      112  206 

One  Baxter  Pkwy,  Deertield  IL  60015/708-948-2000 

482  BAYNETWORKS  724     670  784 

4401  Great  America  Pkwy,  Santa  Clara,  CA  95052/408-988-2400 

700  BAYBANKS  715     485  197 

1 75  Federal  St,  Boston.  MA  021 10/617-482-1040 

448  BEAR  STEARNS  317     297  30 

245  Park  Ave.  New  York,  NY  10167/212-272-2000 

867  BECKMAN  INSTRUMENTS     707     808  794 

2500  Harbor  Blud,  Fullerton,  CA  92634/714-871-4848 

285  BECTON,  DICKINSON  397     271  455 

One  Becton  Dr,  Franklin  Lakes,  NJ  07417/201-847-6800 

916  BED  BATH  &  BEYOND  893     889  990 

715  Morris  Ave,  Springfield  NJ  07081/201-379-1520 

32  BELL  ATLANTIC  58       34  88 

1717  Arch  St,  Philadelphia,  PA  19103/215-963-6000 

24  BELLSOUTH  39       19  66 

1 155  Peachtree  St  NE,  Atlanta,  GA  30309/404-249-2000 

728  BELO(A.H.)  806     680  778 

400  South  Record  St,  Dallas,  TX  75202/214-977-6606 

610  BEMIS  573     658  774 

222  South  Ninth  St,  Minneapolis,  MN  55402/612-3/6-3000 

481  BENEFICIAL  446     298  143 

301  North  Walnut  St,  Wilmington,  OE  19801/302-425-2500 

750  BERGEN  BRUNSWIG  144     736  558 

4000  Metropolitan  Dr,  Orange,  CA  92668/714-385-4000 

28  BERKSHIRE  HATHAWAY       260       69  98 

1440  Kiewit  Plaza,  Omaha,  NE  68131/402-346-1400 
851  BEST  BUY  248     788  567 

7075  Flying  Cloud  Dr,  Eden  Prairie,  MN  55344/612-947-2000 

526  BETHLEHEM  STEEL  221      604  296 

1170  Eighth  Ave,  Bethlehem,  PA  18016/610-694-2424 

675  BETZ  LABORATORIES  768     656  881 

4636  Somerton  Rd,  Trevose,  PA  19053/215-355-3300 

729  BEVERLY  ENTERPRISES       355     633  557 

1200  South  Waldron  Rd,  Fort  Smith,  AR  72903/501-452-6712 

491  BHC  COMMUNICATIONS       883     550  536 

767  Fifth  Ave,  New  York,  NY  10153/212-421-0200 


967  BIC  867     783  934 

500  BIC  Dr,  Milford.  CT  06460/203-783-2000 

618  BIOGEN  975     952  931 

14  Cambridge  Center.  Cambridge.  MA  02142/61 7-679-2000 

498  BIOMET  895     650  900 

Airport  Industrial  Park.  Warsaw.  IN  46580/219-267-6639 

415  BLACK  &  DECKER  206     437  313 

/Ol  East  Joppa  Rd.  Towson.  MD  21286/410-716-3900 

251  BLOCK  (H&R)  598     361  783 

4410  Mam  St.  Kansas  City.  MO  64111/816-753-6900 

555  BMC  SOFTWARE  919     677  908 

2101  City  West  Blvd.  Houston.  TX  77042/713-918-8800 

252  BOATMEN'S  BANCSHARES    452      179  74 

800  Market  St,  St  Louis,  MO  63101/314-466-6000 

860  BOB  EVANS  FARMS  759     786  912 

3776  South  High  St,  Columbus,  OH  43207/614-491-2225 

51   BOEING  26       66  97 

7755  East  Marginal  Way  South.  Seattle.  WA  98108/206-655-2121 

676  BOISE  CASCADE  259     978  364 

1111  Jefferson  St.  Boise.  ID  83702/208-384-6 16 1 

516  BORDEN  193     998  387 

180  East  Broad  St.  Columbus.  OH  43215/614-225-4000 

932  BOSTON  CHICKEN  988     925  917 

14103  Denver  West  Pkwy.  Golden,  CO  80401/303-278-9500 

726  BOSTON  EDISON  544     443  413 

800  Boylston  St,  Boston,  MA  02199/617-424-2000 

451  BOSTON  SCIENTIFIC  877     612  914 

One  Boston  Scientific  Place,  Natick.  MA  01760/508-650-8000 

682  BOWATER  582     951  466 

55  East  Camperdown  Way,  Greenville,  SC  29601/803-271-7733 

933  BOYD  GAMING  828     924  795 

2950  South  Industrial  Rd,  Las  Vegas,  NV  89109/702-792-7200 

973  BREED  TECHNOLOGIES        922     714  973 

5300  Old  Tampa  Hwy,  Lakeland,  FL  33811/813-284-6000 

794  BRIGGS&STRATTON  584     472  818 

12301  West  Wirth  St,  Wauwatosa,  Wl  53222/414-259-5333 

602  BRINKER  INTERNATIONAL    689     682  866 

6820  LBi  Fwy,  Dallas,  TX  75240/214-980-9917 

19  BRISTOL-MYERS  SQUIBB       84       22  161 

345  Park  Ave,  New  York  NY  10154/212-546-4000 

788  BRODERBUND  SOFTWARE     979     922  995 

500  Redwood  Blvd  Novate,  CA  94948/415-382-4400 

710  BROOKLYN  UNION  GAS        590     570  546 

One  Metrotech  Center,  Brooklyn,  NY  11201/718-403-2000 

419  BROWN-FORMAN  566     401  685 

850  Dixie  Hwy,  Louisville,  KY  40210/502-585-1100 

156  BROWNING-FERRIS  228     201  268 

757  North  Eldridge,  Houston,  TX  77079/713-870-8100 

942  BRUNO'S  362     804  781 

800  Lakeshore  Pkwy,  Birmingham,  AL  3521 1/205-940-9400 

493  BRUNSWICK  388     433  550 

One  North  Field  Court.  Lake  Forest,  IL  60045/708-735-4700 

985  BURLINGTON  INDUSTRIES    440     549  594 

3330  West  Fnendly  Ave,  Greensboro  NC  27410/910-379-2000 

196  BURLINGTON  NORTHERN      212      160  249 

77/  Mam  SI,  Fnrt  Worth,  TX  76102/817-333-2000 

205  BURLINGTON  RESOURCES    662     383  342 

5051  Westheimer,  Houston,  TX  77056/713-624-9000 


347  CABLETRON  SYSTEMS         754     391  856 

35  Industrial  Way,  Rochester,  NH  03866/603-332-9400 

637  CABLEVISION  SYSTEMS       725     996  538 

One  Media  Crossways,  Woodbury,  NY  1 1 797/516-364-8450 

646  CABOT  507      534  650 

75  State  St,  Boston,  MA  02109/617-345-0100 

810  CADENCE  DESIGN  887      858  936 

555  River  Oaks  Pkwy,  San  Jose,  CA  95134/408-943-1234 

715  CALLAWAY  GOLF  878     623  969 

2285  Rutherford  Rd,  Carlsbad,  CA  92008/619-931-1 77 1 

75  CAMPBELL  SOUP  154       92  314 

Campbell  Place,  Camden,  NJ  08103/609-342-4800 

994  CANANDAIGUA  WINE  764     921  776 

116  Buffalo  St  Canandaigua,NY  14424/716-394-/900 

61    CAPITAL  CITIES/ABC  167        93  279 

77  West  66th  St,  New  York,  NY  10023/212-456-7777 

692  CAPITAL  ONE  FINANCIAL      792      542  449 

2980  Fairview  Park,  Falls  Church,  VA  22042/804-967-1000 
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458 

585 

]  798 

CIRRUS  LOGIC                     744  748 

860 

381 

CONTEL  CELLULAR             831  949 

540 

655  Metro  Place  South,  Dublin,  OH  43017/614-761-8700 

3100  West  Warren  Ave,  Fremont,  CA  94538/510-623-8300 

245  Perimeter  Center  Pkwy,  Atlanta,  GA  30346/404-804-3400 

667 

CAREMARK  INTERNATinNAL  41  7  608 

2215  Sanders  Rd,  Norttitirook,  IL  60062/708-559-4700 

694 

\  98 

CISCO  SYSTEMS                  ■547      1 Q5 

1 70  West  Tasman  Of,  San  Jose,  CA  96134/408-526-4000 

683 

757 

CONTINENTAL  CORP.           207  999 

lOU  IVIdlUCIi  Ldllc,  litW  1UI(\,  111  HJuOO/il  1 4  '4'tU-jUUU 

130 

141 

CARNIVAL                          4<J3  173 

3655  NW  87th  Ave,  Miami,  FL  33178/305-599-2600 

410 

1  43 

399  Park  Ave,  New  York,  NY  10043/800-285-3000 

2 

215 

COOPER  INDUSTRIES          233  212 

1  II  bi  Lilly  1  uwci  ,nuuiiuii,  ia//uul/mj/  o  j  jtuy 

275 

245 

CAROLINA  POWER  &  LIGHT   361  204 

4 1 1  f ayetteuille  St,  Raleigh,  NC  27601/9 19-546-6 1 1 1 

237 

379 

riTI7FN^  IITII  ITIF^               7*^4.  dlR 

High  Ridge  Park,  Stamford,  CT  06905/203-329-8800 

428 

404 

COOPER  TIRE  &  RUBBER      570  435 

701  Lima  Ave  Findlay  OH  45840/419-423-1321 

743 

874 

CASCADE  COMMUNS.         998  939 

Five  Carlisle  Rd,  Westford  MA  01886/508-692-2600 

1000 

840 

ri  ARK  fhiiipmfnt            rqi  7nfl 

100  North  Mictiigan  St,  Soutli  Bend,  IN  46601/219-239-0100 

718 

853 

CORAM  HEALTHCARE          876  987 

1121  Alderman  Dr,  Alpharetta  GA  30202/404-442-2160 

879 

81 

CATERPILLAR                      55  58 

126 

1  623 

773 

pnonic                                af\A  ooi 
tUKUlo                                yU4  OZI 

954 

100  NE  Adams  St,  Peoria,  IL  61629/309-675-1000 

623  Market  St,  Knoxville,  TN  37902/615-970-7200 

14201  NW  60th  Ave,  Miami  Lakes,  FL  33014/305-824-2000 

849 

CBIINDUSTRIES                478  785 

800  Jorie  Blvd,  Oak  Brook,  IL  60521/708-572-7000 

566 

803 

n  FAP  PMAMMFI                       QRR  CkCiA 
l/LCMK  LnMnnCL                        93D  SUM- 
ZOO  Concord  Plaza,  San  Antonio,  TX  78216/210-822-2828 

221 

CORESTATES  FINANCIAL      405  254 

1345  Chestnut  St,  Philadelphia,  PA  19101/215-973-3100 

73 

250 

CBS                               283  217 

51  West  52nd  St,  New  York,  NY  10019/212-975-4321 

525 

317 

r*i  nonv                                vITk  "iin 
ULUKUA                                  4/D  oJU 

1221  Broadway,  Oakland,  CA  94612/510-271-/000 

633 

129 

CORNING                        222  218 

One  Riverfront  Plaza  Corning,  NY  14831/607-974-9000 

290 

596 

CENTERIOR  ENERGY           414  231 

202 

1  450 

588 

COUNTRYWIDE  CREDIT        694  464 

278 

6200  Oak  Iree  Blvd,  Independence,  OH  44131/216-447-3100 

330  Town  Center  Dr.  Dearborn,  Ml  48126/313-436-9200 

155  North  L'ke  Ave.  Pasadena,  CA  91 109/818-304-8400 

989 

CENTEX                          314  500 

3333  Lee  Pkwy,  Dallas,  TX  75219/214-559-6500 

569 

1  217 

UNA  riNANulAL                      34  o39 

CNA  Plaza,  Chicago.  IL  60685/312-822-5000 

49 

115 

CPC  INTERNATIONAL           146  185 

700  Sylvan  Ave,  Englewood  Cliffs,  Nl  07632/201-894-4000 

299 

748 

CENTOCOR                      995  986 

200  Great  Valley  Pkwy,  Malvern,  PA  19355/610-651-6000 

955 

330 

UUAoTAL  112. 

Nine  Greenway  Plaza,  Houston,  TX  77046/713-877-1400 

1 98 

620 

CRACKER  BARREL              767  718 

305  Hartmann  Dr,  Lebanon,  TN  370887615-444-5533 

888 

21 1 

CENTRAL  &  SOUTH  WEST     287  165 

191 

4 

CUlA-UOLA                          43  13 

1 47 

855 

CRANE                           518  755 

740 

16I6WoodallRodgersFwy,  Dallas,  TX  75202/214-777-1000 

One  Coca-Cola  Plaza  NW,  Atlanta,  GA  30313/404-676-2121 

100  First  Stamford  Place,  Stamford.  GT  06902/203-363-7300 

762 

CENTRAL  FIDELITY  BANKS    775  474 

1021  East  Gary  St,  Richmond,  VA  23219/804-782-4000 

205 

1  363 

COCA-COLA  ENTERPRISES    184  678 

One  Coca-Cola  Plaza  NW,  Atlanta.  GA  30313/404-676-2100 

22b 

939 

CREDIT  ACCEPTANCE          997  905 

25505  West  12  Mile  Rd,  Southfield,  Ml  48034/810-353-2700 

918 

999 

CENTRAL  NEWSPAPERS       849     825  905 

135  North  Pennsylvania  St,  Indianapolis,  IN  46204/317-231-9200 

1  832 

COLEMAN                           755  865 

855 

558 

CRESTAR  FINANCIAL           659  366 

145 

250  North  St  Francis  St,  Wichita,  KS  67202/315-832-2653 

919  East  Mam  St,  Richmond,  VA  232 19/804-782-5000 

955 

CENTURY  COMMUNS.         902  977 

635 

91 

uULUAi  t-rALMULIVt            140       1  13 

-  -  _ 
285 

857 

CROMPTON&KNOWLES      819  789 

916 

50  Locust  Ave,  New  Canaan,  CT  06840/203-972-2000 

300  Park  Ave,  New  York,  NY  10022/212-310-2000 

One  Station  Place,  Stamford,  CT  06902/203-353-5400 

546 

CENTURY  TELEPHONE         838  519 

100  Century  Park  Dr,  Monroe,  LA  71203/318-388-9000 

646 

1  698 

rni  TCP  iiu ni icTDicc             kqi  K-n 
tULItb  InUUolKlto              39 1  34/ 

/y  1 

266 

CROWN  CORK  &  SEAL          245  427 

345 

430  Park  Ave,  New  York,  NY  10022/212-940-0400 

9300  Ashton  Rd,  Philadelphia,  PA  19136/215-098-5100 

597 

CFRiniAN                    Rqn  rip 

839 

1  638 

rni  iiMRiA  nA^  <;vqtfm      ifi4  9rq 

266 

8100  34th  Ave  South  Bloominplon  MN  55425/612-853-8100 

110 

CSX                               110  97 

150 

20  Montchanm  Rd,  Wilmington.  DE  19807/302-429-5000 

901  East  Gary  St,  Richmond,  VA  23219/804-782  1400 

263 

CHAMPION  INTERNATIONAL  200  704 

222 

1  53 

1  o3 

One  Champion  Plaza,  Stamford.  GT  06921/203-358-7000 

P  ni  1 1  KA  D  1  A /UP  A  UrAITUPADC    d  01 

LULUMblA/nLA  HtALI  nUAKt  9j  ol 

246 

cue  INTERNATIONAL          679  479 

823 

One  Park  Plaza,  Nashuille,  TN  37203/615-327-9551 

707  Sumra»r  St,  Stamford.  GT  06901/203-324-9261 

146 

CHASE  MANHATTAN              91  45 

13 

273 

f*n  Ail  PACT                                         RTC  Qon 

LOMUAST                               0/fa  yoU 

335 

One  Chase  Manhattan  Plaza,  New  York,  NY  10081/212-552-2222 

495 

CUMMINS  ENGINE             223  249 

480 

1500  Market  St  Philadelphia,  PA  19102/215-665-1 700 

500  Jackson  St,  Columbus,  IN  47202/812-377-5000 

85 

CHEMICAL  BANKING             72  40 

9 

1  835 

pnAdnicpn                           yico  ici 
LUIVIUIoUU                           43J  /bz 

343 

270  Park  Ave,  New  York,  NY  10017/212-270-6000 

735 

CYPRESS  SEMICONDUCTOR  892  791 

880 

6111  North  River  Rd,  Rosemont,  IL  60018/708-698-3000 

3901  North  First  St,  San  Jose,  CA  95134/408-943-2600 

948 

CHESAPEAKE                     680  854 

759 

1  307 

COMERICA                        415  171 

67 

1021  East  Garv  St,  Richmond,  VA  23219/804-697-1000 

392 

CYPRUS  AMAX  MINERALS    372  369 

315 

500  Woodward  Ai;e,  Detroit,  Ml  48226/313-222-4000 

9100  East  Mineral  Circle,  Englewood,  CO  801127303-643-5000 

20 

CHEVRON                           13  29 

225  Bush  St,  San  Francisco,  CA  94104/415-894-7700 

63 

780 

COMMERCE  BANCSHARES    821  537 

242 

1000  Walnut,  Kansas  City,  MO  64106/816-234-2000 

1 

740 

CHICAGO  &  NORTH  WESTERN  641  585 

532 

96 

COMPAQ  COMPUTER            96  65 

284 

1 

) 

165  North  Canal  St,  Chicago,  IL  60606/312-559-7000 

20555  State  Highway  249,  Houston,  TX  77070/713-370-067C 

■ 

982 

CHIPCOM                        935  912 

976 

1  791 

COMPASS BANCSHARES      801  520 

218 

397 

DANA                               158  278 

326 

1 18  Turnpike  Rd,  Southborough,  MA  01 772/508-460-8900 

15  South  20th  St,  Birmingham,  AL  35233/205-933-3000 

4500  Dorr  St,  Toledo,  OH  436157419-535-4500 

399 

CHIRON                          891  885 

755 

1  94 

COMPUTER  ASSOCIATES      410  174 

459 

529 

DANAHER                        599  599 

726 

4560  Horton  St  Emeryville,  CA  94608/510-655-8730 

One  Computer  Associates  Plaza,  Islandia,  NY  1 1788/516-342-5224 

1250  24th  St  NW,  Washington.  DC  20037/202-828-0850 

789 

CHRIS-CRAFT  INDUSTRIES   863  699 

528 

360 

COMPUTER  SCIENCES         335  506 

598 

931 

DAUPHIN  DEPOSIT             900  673 

328 

767  fifth  Ave,  New  York,  NY  10153/212-421-0200 

2100  East  Grand  Ave,  El  Segundo,  GA  90245/310-615-0311 

213  (TIarket  St,  Harrist)urg,  PA  17101/717-255-2121 

52 

CHRYSLER                          11  7 

42 

1  548 

COMPUWARE                    864  750 

907 

194 

DAYTON  HUDSON                29  155 

176 

12000  Chrysler  Dr,  Highland  Park,  Ml  48288/313-956-5741 

3 1440  Northwestern  Hwy,  Farmington  Hills.  Ml  48334/810-737-7300 

/77  Nicollet  Mall,  Minneapolis,  MN  554027612-370-6948 

139 

CHUBB                           191  127 

102 

1  894 

COMSAT                         731  626 

571 

673 

DEAN  FOODS                    401  613 

704 

1 5  Mountain  View  Rd,  Warren.  Nl  07059/908-903-2000 

6560  Rock  Springs  Dr,  Bethesda,  MD  20817/301-214-1000 

3600  North  River  Rd,  franklin  Park,  11 60131/708-678-1680 

175 

CIGNA                             35  121 

26 

!  Ill 

CONAGRA                         21  142 

170 

138 

DEAN  WITTER,  DISCOVER     210  82 

76 

1601  Che  tnul  St.  Philadelphia,  PA  19192/215-761-1000 

One  Gonagra  Dr,  Omaha,  NE  68102/402-595-4000 

Two  World  Trade  Center,  New  York,  NY  100487212-392-2222 

612 

CINCINNATI  BELL               610  640 

201  East  Fourth  SI,  Cincinnati,  OH  45202/513-397-9900 

624 

222 

CONRAIL                         281  194 

2001  Market  St,  Philadelphia,  PA  19101/215-209-2000 

235 

143 

DEERE                              113  96 

lohn  Deere  Rd,  Moline,  IL  61265/309-765-8000 

154 

348 

CINCINNATI  FINANCIAL       555  319 

348 

1  878 

CONSECO                        490  382 

192 

552 

DELL  COMPUTER               300  394 

654 

6200  South  Gilmore  Rd,  Fairlield.  OH  45014/513-870-2000 

1 1825  North  Pennsylvania  St,  Caraiel,  IN  46032/317-817-6100 

9505  Arboretum  Blvd,  Austin,  TX  787597512-338-4400 

264 

CINERGY                          360  284 

139  East  Fourth  St,  Cincinnati,  OH  45202/513-381-2000 

239 

1  148 

CONSOLIDATED  EDISON        168  83 

Four  Irving  Place,  fJew  York,  NY  10003/212-460-4600 

144 

703 

DELMARVA  POWER             678  486 

800  King  St,  Wilmington,  DE  19899/302-429-301 1 

484 

518 

CINTAS                          827  745 

6800  Gintas  Blvd.  Mason.  OH  45040/513-459-1200 

892 

1  885 

CONS.  FREIGHTWAYS          227  730 

3240  Hillview  Ave,  Palo  Alto,  GA  94304/415-494-2900 

502 

337 

DELTA  AIR  LINES                 79  994 

1050  Delta  Biud,  Atlanta,  GA  30320/404-715-2600 

181 

793 

CIPSCO                          721  573 

607  East  Adams  St,  Springfield.  IL  62739/217-523-3600 

615 

1  294 

CONS. NATURAL  GAS           345  338 

625  Liherty  Ave,  Pittsburgh,  PA  15222/412-227-1000 

309 

409 

DELUXE                          502  406 

1080  West  County  Rd  F,  St  Paul.  MN  55126/612-483-71 1 1 

703 

455 

CIRCUIT  CITY  STORES         209  387 

512 

1  439 

CONSOLIDATED  PAPERS       667  575 

665 

845 

DENTSPLY  INTERNATIONAL  843  768 

906 

9950  Mayiand  Dr,  Richmond  VA  23233/804-527-4000 

231  First  Ave  North,  Wisconsin  Rapids,  Wl  54495/715-422-31 1  1 

570  West  College  Ave,  York,  PA  17405/717-845-751 1 

417 

CIRCUS  CIRCUS                634  416 

2880  Las  Vegas  Blvd  South,  Las  Vegas,  NV  89109/702-734 

664 

0410 

1  864 

CONSOLIDATED  STORES       601  760 

300  Philhpi  Rd,  Columbus,  OH  43228/614-278-6800 

862 

911 

DEPARTMENT  56                952  860 

6436  City  West  Pkwy,  Eden  Prairie,  MN  55344/612-944-5600 

970 

152  RII^INF'^S  WFFK  /  MARHH  97  IQQ'^ 

TKis  is  one   way  to  make  a 

rirst  impression. 


Lave  a 


FortTJiirately,  we  k 

more  attractive  sticl 


_^er. 


might  consider  the  new  Chevy  Cavalier  on  the  hasis  of  its  stylish  good  looks,  hut  ivhen  you 
look  heyonJ  that,  you'll  see  the  thoughtful  engineering  that  makes  it  an  excellent  choice  for  fleet  use. 
You'll  notice  safety  features  that  are  usually  reserve  J  for  more  expensive  cars,  including  anti-  lock 
brakes  and  dual  air  hags,  hoth  oj  which  are  standard  on  the  new  Cavalier.  We  also  designed  the 
new  Cavalier  to  he  durable.  It  s  powered  hy  a)i  engine  designed  to  go  up  to  100,000  miles  before 
the  first  scheduled  tune-up,'  a)id  its  base-coat/clear-coat  paint  reduces  damage  from  acid  rain  and 
helps  keep  the  Cavalier  looking  good.  Thoughtful  features  let  C  \ivalier  make  a  good  first  impres- 
sion. Durable  engineering  lets  it  make  a  lasting  one.  To  find  out  more,  call  us  at 


T800-FLEETOPS  (353-3807) 


Genuine  Chevrolet 


'Mainleiiancf  neeJs  vary  witli  u?e  ami  iliiv 


1^  coiulilion^.  levrulet  Enihlem  antl  Cavalier  are  rfgistered  LratleniarLi^  ami  ' 

©IW  GM  Corp.  All  RigKts  Reserveii.  BnM,:  up,"  A 
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THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  150. 
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DETROIT  EDISON  298      161  188 

2000  Second  Ave,  Delroil,  Ml  48226/313-237-8000 

DIAL  296      407  400 

1850  North  Central  Ave,  Phoenix,  AZ  85077/602-?0/-40UO 

DIAMOND  SHAMROCK         396     639  649 

9830  Colonnade  Blvd,  San  Antonio,  TX  78230/2 10-64 1  -6800 

DIEBOLD  753     703  842 

5995  Maylair  M.  North  Canton,  OH  44/20/216-489-4000 

DIGITAL  EQUIPMENT  59    1000  211 

1 1 1  Powdermill  Rd,  Maynard,  MA  01754/508-493-51 1 1 

DILLARD  DEPT.  STORES        189     250  358 

1600  Cantrell  Rd  Little  Rock,  AR  72202/501-376-5200 

DISNEY  (WALT)  97       43  164 

500  South  Buena  Vista  St,  Burbanli,  CA  91521/818-560-1000 

DOLE  FOOD  273     685  409 

31355  Oak  Crest  Or,  Westlake  Village,  CA  91361/818-879-6600 

DOLLAR  GENERAL  587     709  882 

104  Woodmont  Blvd,  Nashville,  IN  37205/615-783-2000 

DOMINION  RESOURCES       241      129  151 

901  East  Byrd  St,  Richmond,  VA  23219/804-775-5700 

DONNELLEY  (R.R.)  218     235  365 

77  West  Wackei  Or,  Chicago,  IL  606017312-326-8000 

DOVER  336     318  556 

280  Park  Ave,  New  York,  NY  10017/212-922-1640 


DOW  CHEMICAL  31  59 

2030  Dow  Center,  Midland,  Ml  48674/517-636-1000 

DOW  JONES  451  344 

200  Liberty  St,  New  York,  NY  10281/212-416-2000 

DPL  624  376 

1065  Woodman  Or,  Dayton,  OH  45432/513-224-6000 

DQE  608  371 

301  Grant  St,  Pittsburgh,  PA  15279/412-393-6000 

DRESSER  INDUSTRIES         205  312 

2001  RossAve  Dallas,  TX  75201/214-/40-6000 

DSC  COMMUNICATIONS       675  372 

1000  Coit  Rd  Piano,  TX  /50/5/214-519-3000 

DUKE  POWER  242  102 

422  South  Church  St,  Charlotte,  NC  28242//04-594-0887 

DUN&BRADSTREET  217  104 

187  Oanbury  Rd,  Wilton,  CT  06897/203-834-4200 

DUPONT  12  11 

1007  Market  St,  Wilmington,  DE  19898/302-774-1000 

OURACELL  INTERNATIONAL  464  294 

Berkshire  Corporate  Park,  Bethel,  CT  06801/203-796-4000 
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702 
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370 


585  E-SYSTEMS  460  539 

6250  LBI  Fwv,  Dallas,  TX  75240/214-661-1000 

219  EASTMAN  CHEMICAL  247  188 

]  00  North  Eastman  Rd,  Kingsport,  TN  37660/615-229-2000 

45  EASTMAN  KODAK  60      120  136 

34!  State  St,  Rochester,  NY  14650/716-724-4000 

254  EATON  181      190  352 

11 11  Superior  Ave  NNE,  Cleveland,  OH  441 14/216-523-5000 

460  ECHLIN  425     434  643 

100  Oo'il Beach  Rd,  Branlord,  CT  06405/203-481-5751 

899  ECKERD  246     676  667 

8333  Bryan  Dairy  Rd,  largo,  FL  34647/813-399-6000 

568  ECOLAB  621      583  749 

370  North  Wrfbasha  St,  St  Paul,  MN  55102/612-293-2233 

611  EDWARDS  (A.G.)  619     423  541 

One  North  lelterson  Ave,  St  Louis,  MO  63103/314-289-3000 

940  EG&G  589     970  810 

45  Wilham  St,  Wellesley,  MA  02181/617-237-5100 

743  EL  PASO  NATURAL  GAS        713     562  518 

100  North  Stanton  St,  El  Paso.  TX  79901/915-541-2600 

778  ELECTRONIC  ARTS  881      770  943 

1450  fashion  Island  Blvd,  San  Mateo,  CA  94404/415-571-7171 

NR  ELECTRONIC  DATA  NR       NR  NR 

3044  West  Grand  Blvd,  Detroit,  Ml  48202/313-556-5000 


302  EMC  575     252  691 

1  / 1  South  St,  Hopkinton,  MA  0 1 748/508-435-1000 

54  EMERSON  ELECTRIC  124       71  227 

8000  West  Florissant  Ave,  St  Louis,  MO  63136/314-553-2000 

997  ENERGY  SERVICE  937     856  811 

1445  RossAve,  Dallas,  TX  75202/214-922-1500 

388  ENGELHARD  418     458  677 

101  Wood  Ave,  Iselin,  NJ  08830/908-205-5000 

112  ENRON  123      137  179 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

304  ENRON  OIL  &  GAS  825     397  597 

1400  Smith  St,  Houston,  TX  77002/713-853-6161 

834  ENSERCH  483     598  467 

300  South  St  Paul  St,  Dallas,  TX  75201/214-651-8700 

783  ENSERCH  EXPLORATION      969     894  724 

181 7  Wood  St,  Dallas,  TX  75201/214-748-1 1 10 

193  ENTERGY  182      144  92 

639  loyola  Ave,  New  Orieans,  LA  701 13/504-529-5262 

403  EQUIFAX  568     454  748 

1600  Peachtree  St  NW,  Atlanta,  GA  30309/404-885-8000 

313  EQUITABLE  165      195  18 

787  Seventh  Ave,  New  York,  NY  10019/212-554-1234 

769  EQUITABLE  OF  IOWA  795     524  244 

604  Locust  St,  Des  Moines,  lA  50309/515-245-6911 

818  EQUITABLE  RESOURCES       571      726  565 

420  Blvd  ot  the  Allies,  Pittsburgh,  PA  15219/412-261-3000 

895  EQUITY  RESIDENTIAL  964     887  695 

Two  North  Riverside  Plaza,  Chicago,  IL  60606/312-474-1300 

688  ETHYL  632     527  745 

330  South  Fourth  St,  Richmond,  VA  23219/804-788-5000 

962  EXIDE  669     903  804 

1400  North  Woodward  Ave,  Bloomtield  Hills,  Ml  48304/810-258-0080 

3  EXXON  3        4  25 

225  East  lohn  W  Carpenter  Fwy.  Irving,  TX  75062/214-444-1000 
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FAMILY  DOLLAR  STORES       563      712  864 

10401  Old  Monroe  Rd,  Matthews,  NC  28105/704-847-6961 

FANNIE  MAE  33       20  1 

3900  Wisconsin  Ave  NW,  Washington,  DC  20016/202-752-7000 

FASTENAL  974      911  998 

2001  Iheuier  Blvd,  Winona,  MN  55987/507-454-5374 

FEDERAL  EXPRESS  122     244  288 

2005  Corporate  Ave,  Memphrs,  TN  38132/901-369-3600 

FEDERAL  HOME  LOAN  156       52  17 

8200  Jones  Branch  Dr,  Mclean,  VA  22102/800-424-5401 

FEDERAL  PAPER  BOARD       540     665  490 

75  Chestnut  Ridge  Rd,  Montvale,  NJ  07645/201-391- 1 776 

FEDERAL  SIGNAL  784     809  894 

1415  West  22nd  St,  Oak  Brook,  IL  6052 1/708-954-2000 


238 


FEDERATED  DEPT.  STORES    134  332 

Seven  West  Seventh  St,  Cincinnati.  OH  45202/513-5/9-7000 

FERRO  627     807  803 

1000  Lakeside  Ave,  Cleveland,  OH  44114/216-641-8580 

FHP  INTERNATIONAL  325      610  517 

9900  Talbert  Ave,  Fountain  Valley,  CA  92708/7 14-963-7233 

FIFTH  THIRD  BANCORP         631      261  138 

38  Fountain  Square  Plaza  Cincinnati,  OH  45263/513-579-5300 

FINA  306     512  503 

8350  North  Central  Expwy,  Dallas,  TX  75206/214-750-2400 

FINGERHUT  471      815  753 

4400  Baker  Rd,  Minnetonka.  MN  553437612-932-3100 

FINOVA  GROUP  889     705  295 

1 850  North  Central  Ave.  Phoenix,  AZ  85004/602-207-6900 

FIRST  AMERICAN  833     554  247 

300  Union  St,  Nashville,  TN  37237/615-748-2000 

FIRST  BANK  SYSTEM  461      163  83 

601  Second  Ave  South,  Minneapolis,  MN  55402/612  973-1 1  1 1 

FIRST  BRANDS  665     767  805 

83  Wooster  Heights  Rd,  Danbury,  CT  06813/203-731-2300 


220  FIRST  CHICAGO  229       91  32 

One  First  National  Plaza,  Chicago,  II 60670/312-732-4000 

737  FIRST  COLONY  560     386  219 

901  E  Byrd  St,  Richmond,  VA  23219/804-775-0300 

165  FIRST  DATA  519     308  363 

11718  Nicholas  St,  Omaha,  NE  68154/402-222-2000 

739  FIRST  EMPIRE  STATE  743     473  200 

One  M&T  Plaza,  Butlalo,  NY  14203/716-842-4200 

241  FIRST  FIDELITY  BANCORP.    406      145  62 

550  Broad  St,  Newark,  NJ  07102/201-565-3200 

228  FIRST  FINANCIAL  MGMT.      438     375  443 

Three  Corporate  Square,  Atlanta.  GA  30329/404-321-0120 

884  FIRST  HAWAIIAN  837     634  251 

1 132  Bishop  St,  Honolulu,  HI  96813/808-525-7000 

160  FIRST  INTERSTATE  261       84  36 

633  West  Fitth  St,  Los  Angeles,  CA  90071/213-614-3001 

443  FIRST  OF  AMERICA  BANK     480     295  86 

211  South  Rose  St,  Kalamazoo,  Ml  49007/616-376-9000 

669  FIRST  SECURITY  687     408  178 

79  South  Mam  St,  Salt  Lake  City,  UT  8411 1/801-246-6000 

629  FIRST  TENNESSEE  NATL.      661      399  201 

165  Madison  Ave,  Memphis,  TN  38103/901-523-4444 

117  FIRST  UNION  173       60  29 

One  First  Union  Center,  Charlotte,  NC  28288/704-374-6161 

454  FIRST  USA  701      410  282 

2001  Bryan  Tower,  Dallas,  TX  75201/214-746-8400 

696  FIRST  VIRGINIA  BANKS        820  470 

6400  Arlington  Blvd,  Falls  Church,  VA  22042/703-241-4000 

486  FIRSTAR  616  310 

7/7  East  Wisconsin  Ave,  Milwaukee,  Wl  53202/414-765-4316 


246  I 
134 

676 


782  FISERV  829  853 

255  FIserv  Dr,  Brookfield,  Wl  53045/414-879-5000 

232  FLEET  FINANCIAL  GROUP      256      107  46 

50  Kennedy  Plaza,  Providence,  R1  02903/401-278-5800 

802  FLEET  MORTGAGE  GROUP     851      761  535 

1333  Mam  St,  Columbia,  SC  29201/803-929-7900 

792  FLEETWOOD  ENTERPRISES   381      580  697 

3125  Myers  St,  Riverside,  CA  92503/909-351-3500 

986  FLEMING  45      754  357 

6301  Watertord  Blvd,  Oklahoma  City,  OK  731 18/405-840-7200 

609  FLIGHTSAFETYINTL.  927     648  806 

Marine  Air  Terminal,  La  Guardia  Airport,  Flushing,  NY  1 1371/718-565-41( 

332  FLORIDA  PROGRESS  376     293  298 

One  Progress  Plaza,  St  Petersburg,  FL  33701/813-824-6400 

247  FLUOR  127     323  469 

3333  Michelson  Dr,  Irvine.  CA  92730/714-975-2000 

433  FMC  266     358  425 

200  East  Randolph  Dr,  Chicago,  IL  60601/312-861-6000 

358  FOOD  LION  141      385  499 

2110  Executive  Dr,  Salisburv,  NC  28144/704-633-8250 

27  FORD  MOTOR  2  3 

The  American  Rd,  Dearborn,  Ml  48121/313-322-3000 

830  FORE  SYSTEMS  996  941 

1/4  Thorn  Hill  Rd,  Warrendaie,  PA  15086/412-772-6600 


416  FOREST  LABORATORIES       896  543 

909  Third  Ave,  New  York,  NY  10022/212-421-7850 


708  FOSTER  WHEELER  436  696 

Perryville  Corporate  Park,  Clinton,  NJ  08809/908-730-4000 

534  FOUNDATION  HEALTH  470  933 

5400  Data  Or,  Rancho  Cordova,  CA  95670/916-631-5000 

865  FOURTH  FINANCIAL  823  592 

100  North  Broadway,  Wichita,  KS  67202/316-261-4444 

151  FPLGROUP  196  118 

700  Universe  Blvd,  Juno  Beach,  FL  33408/305-552-3552 

956  FRANCHISE  FINANCE  990  896 

1  /207  North  Perimeter  Or,  Scottsdale,  AZ  85255/602-585-4500 

957  FRANKLIN  QUEST  946      866  98^ 

2200  West  Pkwy  Blvd,  Salt  Lake  City,  UT  841 19/801-975-1776  f 

316  FRANKLIN  RESOURCES        722     246  613 

77/  Manners  Island  Blvd,  San  Mateo,  CA  94404,'415-312-3000      i  , 

395  FREEPORT-McMORAN         467     659  371 

1615  Poydras  St,  New  Orleans,  LA  701127504-582-4  0  00 

( 
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GRAPKtiS  —  For  engineering, 
design,  marketing,  communications,  corporate 
management,  and  the  entertainment  industry. 


Organizations  across  the  world  are  discovering  a  greater  power.  One  that  enables  people  to 
innovate  visually.  One  that  accelerates  database  performance.  One  that  opens  huge  business  opportunities 

from  supercomputers  to  home  entertainment  systems.  It's  a  force  that  brings  complex  images,  sound, 
data  —  and  most  importantly  —  people's  minds  together.  Let  us  show  you  what  this  force  can  do  for  you. 

Call  800-800-7441,*  dept.  D292. 

THE  NEW  FORCE  IN  COMPUTING 


Silicon 


*  Outside  the  U.S..  call  (415)  390-2710.  Visit  us  on  the  World  Wide  Web  at  http-.//www.sgi.com 

©  1995  Silicon  Graphics,  Inc.  All  rights  reserved.  Silicon  Graphics  is  a  registered  trademark,  and  the  Silicon  Graphics  logo  and  The  New  force  in  Comporing  are  traclemarhs.  of  Silicon  Grsphiss,  Inc. 
MIPS  is  a  registered  trademarlt  and  MIPS  RISC  Certifiet!  Power  mark  is  a  trademark  of  MIPS  Technologies,  Inc. 
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224  FREEPORT-McMORAN  C&G   617     431  451 

1 6 !  5  Poydras  St.  New  Orleans,  LA  701 12/504- 582-4000 

545  FRONTIER  682     480  618 

180  South  Clinlon  Ave,  Rochester.  NY  14646/716-7//-1000 

520  FRUIT  OF  THE  LOOM  429     729  442 

233  Soutti  Wackcr  Dr.  Cliicago,  IL  60606/312-876- 1 724 


121  GANNETT  275      140  406 

1 100  Wilson  Bl«d,  Arlington,  VA  22234/703-284-6000 

209  GAP  (THE)  294     205  578 

One  Harrison  St,  San  Francisco,  CA  94105/415-952-4400 

872  GARTNER  GROUP  968     914  978 

56  Top  Gallant  R(),  Stamlord.  CT  06904/203-964-0096 

630  GATEWAY  2000  387     538  814 

610  Gateway  Dr.  Nortti  Sioux  City.  SD  57049/605-232-2000 

868  GATX  636     552  411 

500  West  Monroe  St.  Chicago.  IL  60661/312-621-6200 

412  GAYLORD  ENTERTAINMENT  776     707  751 

1  Gaylord  Dr.  Nashville,  TN  37214/615-316-6000 

303  GEICO  385     305  333 

5260  Western  Ave.  Chevy  Chase.  I«A  20815/301-986-3000 

166  GENENTECH  741      446  620 

460  Point  San  Bruno  Blvd.  South  San  Francisco.  CA  94080/415-225-1000 

333  GENERAL  DYNAMICS  342     291  483 

3 190  f  airview  Park  Dr.  Falls  Church.  VA  22042/703-876-3000 

1   GENERAL  ELECTRIC  8         1  5 

3135  Easton  Turnpike.  Fairlield.  GT  06431/203-373-2211 

257  GENERAL  INSTRUMENT       457     255  551 

181  West  I^adison  St.  Chicago.  IL  60602/312-541-5000 

89  GENERAL  MILLS  129      141  301 

One  General  IVIills  Blvd.  Minneapolis.  MN  55426/612-540-231 1 

18  GENERAL  MOTORS  1         2  6 

3044  West  Grand  Blvd.  Detroit,  Ml  48202/313-556-5000 

850  GENERAL  NUTRITION  808     837  871 

921  Penn  Ave.  Pittsburgh.  PA  15222/412-288-4600 

288  GENERAL  PUBLIC  UTILITIES  285     329  217 

100  Interpace  Pkwy.  Parsippany,  Nl  07054/201-263-6500 

79  GENERAL  RE  274       95  100 

695  East  Mam  St,  Stamford,  CT  06901/203-328-5000 

536  GENERAL  SIGNAL  549     508  686 

One  High  Ridge  Park,  Stamford,  GT  06904/203-329-4 100 

821  GENETICS  INSTITUTE  980     963  921 

8/  Cambridgepark  Dr,  Cambridge,  MA  02140/617-876-1 1 70 

207  GENUINE  PARTS  220     215  576 

2999  Circle  /5  Pkwy,  Atlanta,  GA  30339/404-953-1700 

824  GENZYME  929     960  865 

One  Kendall  Square,  Cambridge,  MA  02139/617-252-7500 

961  GEON  618     744  807 

6100  Oak  Tree  Blvd,  Independence,  OH  44131/216-447-6000 

664  GEORGIA  GULF  688     450  896 

JiiO  Perimeter  Center  Terrace,  Atlanta,  GA  30346/404-395-4500 

140  GEORGIA-PACIFIC  70      193  194 

1  i  ■  i'-.tchtree  St  NE,  Atlanta,  GA  30303/404-652-4000 

605  GIANT  FOOD  284     557  682 

6300  :,lif  ift  Rd,  Landover.  MD  20785/301-341-4100 

44  GILLETTE  177       88  310 

Prudential  lowr  BIdg  Boston,  MA  02199/617-421-7000 

928  GLATFELTER(P.H.)  866     985  846 

228  South  Mam  St,  Spring  Grove,  PA  17362/717-225-47 1 1 

799  GLENAYRE  TECHNOLOGIES    972     870  960 

4201  Congress  St,  Charlrjtte,  NC  28209/704-553-0038 

NR  GM  HUGHES  ELECTRONICS     NR       NR  NR 

/200  Hughes  Terrace,  Los  Angeles,  CA  90045/310-568-7868 

418  GOLDEN  WEST  FINANCIAL    474     276  70 

1901  Harrison  St,  Oakland,  CA  94612/510-446-6000 

714  GOODRICH  (B.F.)  439     694  504 

3925  Embassy  Pkwy,  Akron,  OH  44333/216-374-2000 

173  GOODYEAR  TIRE  &  RUBBER     76      116  216 

1 144  East  Market  St,  Akron,  OH  44316/216-796-2121 


233  GRACE  (W.R.)  208     590  281 

One  Town  Center  Rd,  Boca  Raton,  FL  33486/407-362-2000 
323  GRAINGER  (W.W.)  346     436  663 

5500  West  Howard  SI,  Skokie,  IL  60077/708-932-9000 

981  GREAT  A&P  TEA  100     991  457 

Two  Paragon  Dr,  Montvale,  NJ  07645/201-573-9700 

238  GREAT  LAKES  CHEMICAL      449     221  539 


One  Great  Lakes  Blvd,  West  Lafayette,  IN  4/906/317-497-6100 


51 


386  GREAT  WESTERN  350  251 

9200  Oakdale  Ave,  Chatsworth,  CA  91311/818-775-3411 

374  GREEN  TREE  FINANCIAL       852     343  614 

345  SI  Peter  St,  St  Paul,  MN  55102/612-293-3400 

17  GTE  32       14  50 

One  Stamtord  Forum,  Stamford,  CT  06904/203-965-2000 

886  GTECH  HOLDINGS  770     775  812 

55  Technology  Way,  West  Greenwich,  Rl  02817/401-392-1000 


H 


230  HALLIBURTON  188     348  318 

500  North  Akard  St,  Dallas,  TX  75201/214-978-2600 

879  HANNA(M.A.)  504     857  711 

200  Public  Square,  Cleveland,  OH  441  14/216-589-4000 

756  HANNAFORD BROTHERS       431      713  788 

145  Pleasant  Hill  Rd,  Scarborough,  ME  04074/207-883-291 1 

341  HARCOURT GENERAL  327     510  436 

27  Boylslon  St,  Chestnut  Hill,  MA  02167/617-232-8200 

459  HARLEY-DAVIDSON  546     507  831 

3700  West  Juneau  Ave,  Milwaukee,  Wl  53208/414-342-4680 

631  HARNISCHFEGER  637     910  587 

13400  Bishops  Lane,Brookheld,WI  53005/414-671-4400 

521  HARRIS  301      428  489 

1025  West  Nasa  Blvd,  Melbourne,  FL  32919/40/-727-9100 

745  HARSCO  561      576  692 

350  Poplar  Church  Rd,  Camp  Hill,  PA  17011/717-763-7064 

881  HARTFORD  STEAM  BOILER    813     781  780 

One  State  St,  Hartford,  GT  06102/203-722-1866 

353  HASBRO  390     347  516 

1027  Newport  Ave,  Pawtucket,  Rl  02861/401-431-8697 

828  HAWAIIAN  ELECTRIC  629     609  322 

900  Richards  St,  Honolulu,  HI  96813/808-543-5662 

679  HBO  920     883  972 

30!  Perimeter  Center  North,  Atlanta,  GA  30346/404-393-6000 

910  HEALTH  &  RETIREMENT       992     782  793 

400  Centre  St,  Newton,  MA  02 1 58/6 1  /-332-3990 

806  HEALTH  CARE  &  RETIREMENT  809     830  836 

One  Seagate,  Toledo.  OH  43604/419-252-5500 

934  HEALTH  CARE  PROPERTY     986     795  884 

10990  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-4/3-1990 

680  HEALTH  MANAGEMENT        874     780  924 

581 1  Pelican  Bay  Blvd,  Naples,  FL  33963/813-598-3131 

639  HEALTH  SYSTEMS  INTL.      427     571  786 

21600  Oxnard  St.  Woodland  Hills.  CA  91367/818-719-6775 

753  HEALTHCARE  COMPARE       966     790  981 

3200  Highland  Ave,  Downers  Grove,  IL  60515/708-241-7900 

619  HEALTHSOURCE  822     842  920 

Two  College  Park  Dr,  Hooksett,  NH  03106/603-268-7000 

695  HEALTHSOUTH  642     774  687 

Two  Perimeter  Park  South,  Birmingham,  AL  35243/205-967-7116 

308  HEALTHTRUST  316     336  388 

4525  Harding  Rd,  Nashville,  TN  37205/615-383-4444 

717  HEILIG-MEYERS  650     691  721 

2235  Slaples  Mill  Rd,  Richmond,  VA  23230/804-359-91/1 

88  HEINZ  (H.J.)  149      122  259 

600  Grant  SI,  Pittsburgh,  PA  15219/412-456-5700 

189  HERCULES  368     226  462 

1313  North  Market  St,  Wrimington,  DE  19894/302-594-5000 

231  HERSHEY  FOODS  290     337  465 

100  Crystal  A  Dr,  Hershey,  PA  17033/71  /-534-6799 

23  HEWLETT-PACKARD  20       23  106 

3000  Hanover  St,  Palo  Alto,  CA  94304/415-857-1501 
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HIBERNIA  888     643  277 

313  Carondelet  St,  New  Orieans,  LA  70130/504-533-3333 

HILLENBRAND  INDUSTRIES  536     565  481 

700  State  Route  46  East,  Batesville,  IN  47006/812-934-7000 

HILTON  HOTELS  553     452  463 

9336  Civic  Center  Dr,  Beverly  Hills,  CA  90210/310-278-4321 

HOME  DEPOT  75      109  297 

2727  Paces  Ferry  Rd,  Atlanta,  GA  30339/404-433-821 1 

HOME  SHOPPING  NETWORK  643     917  909 

2501  118th  Ave  North,  St  Petersburg,  FL  33716/813-572-8585 

HOMESTAKE  MINING  769     624  710 

650  California  St,  San  Francisco,  CA  94108/415-981-8150 

HON  INDUSTRIES  720     766  938 

414  East  Third  St,  Muscatine,  lA  52761/319-264-7400 

HONEYWELL  180     220  338 

Honeywell  Plaza,  Minneapolis,  MN  55408/612-951-1000 

HORMEL  FOODS  338     422  717 

One  Hormel  Place,  Austin,  MN  55912/507-437-561 1 

HOSPITALITY  FRANCHISE     926     773  802 

339  Jefferson  Rd,  Parsippany,  NJ  07054/201-428-9/00 

HOST  MARRIOTT  550     969  397 

10400  Fernwood  Rd,  Bethesda,  MD  20058/301-380-9000 

HOUSEHOLD  INTL.  232      176  65 

2700  Sanders  Rd,  Prospect  Heights,  IL  60070/708-564-5000 

HOUSTON  INDUSTRIES        267      151  173 

4400  Post  Oak  Pkwy,  Houston,  TX  77027/713-629-3000 

HUBBELL  672     497  742 

584  Derby-Milford  Rd  Orange,  CT  06477/203-799-4100 

HUMANA  293     353  575 

500  West  Main  St,  Louisville,  KY  40202/502-580-1000 

HUNT  (J.  B.)  622     838  758 

615  J  B  HuntCorporaieOr,  Lowell,  AR  727457501-820-0000 

HUNTINGTON  BANCSHARES  615     264  112 

Huntington  Center,  Columbus,  OH  43287/614-480-8300 


IBM  7         9  27 

Old  Orchard  Rd,  Armonk,  NY  10504/914-765-1900 

IBP  82     340  593 

IBP  Ave,  Dakota  City,  NE  68731/402-494-2061 

IDAHO  POWER  836     644  543 

1221  West  Idaho  St,  Boise,  ID  83702/208-388-2200 

lES  INDUSTRIES  745     687  599 

200  First  St  SE,  Cedar  Rapids,  lA  52401/319-398-441 1 

ILLINOIS  CENTRAL  818     468  693 


455  North  Citylront  Plaza  Or,  Chicago,  IL  60611/312-755-7500 


ILLINOIS  TOOL  WORKS         302  222 

3600  West  Lake  Ave,  Glenview,  IL  60025/708-724-7500 
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ILLINOVA  534  352 

500  South  27th  St,  Decatur,  IL  62525/217-424-6600 

IMC  GLOBAL  505  663 

2100  Sanders  Rd,  Northbrook,  IL  60062/708-272-9200 

INFINITY  BROADCASTING     925     867  876 

600  Madison  Ave,  New  York,  NY  10022/212-750-6400 

INFORMIX  869     690  910 

4100  Bohannon  Or,  Menio  Park,  CA  94025/415-926-6300 

INGERSOLL-RAND  239     303  412 

200  Chestnut  Ridge  Rd,  Woodcliff  Lake.  NJ  0/675/201-573-0123 

INLAND  STEEL  INDUSTRIES  240     491  427 

30  West  Monroe  St,  Chicago,  IL  60603/312-346-0300 

INTEGRA  FINANCIAL  660  367 

Four  PPG  Place,  Pittsburgh,  PA  15222/412-644-7669 

INTEGRATED  DEVICE  903  675 

2975  Slender  Way,  Santa  Clara,  CA  95054/408-727-51 16 

INTEL  88  16 

2200  Mrssion  College  Blvd,  Santa  Clara,  CA  95052/408-765 

INTERNATIONAL  CABLETEL  1000  968 

150  East  58th  SI,  New  York,  NY  10155/212-371-3714 


INTERNATIONAL  FLAVORS     602  296 

521  West  57th  St,  New  York,  NY  10019/212-765-5500 
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Optimize  copying  productivity  ^ 
systemsitic  approa.cii.  \ 

Have  iiigii-volume  document  proce^$ 
with  unprecedented  relia.biiity. 

Be  a  part  of  The  Corporate  Line. 


brporate  Line  of  / 
highly  productive  higl 
volume  copying  systems  is 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  pov^erfui  high-volume,  high- 
speed machine.  It's  the  latest 
addition  ^o  The  Corporate  Line 
featur^fe  sophisticated  docu- 
ent  hahdiing  guid  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800.  NP  8530 
and  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi-  | 
ness — day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  the  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 
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504  INTL.  GAME  TECHNOLOGY    779     418  779 

520  South  Rock  Blvd.  Reno.  NV  89502/702-688-0100 

90  INTERNATIONAL  PAPER         54      157  114 

Two  ManhattanvilleRd.  Purchase  NY  10577/914-397-1500 

369  INTERPUBLIC  GROUP  466     466  453 

127 1  Ave  ot  the  Americas,  New  Yorls,  NY  10020/2 1 2-399-8000 

625  INTUIT  945     974  947 

155  Linfield  Dr.  Menio  Park,  Cfl  94025//1 15-322-0573 

672  IPALCO  ENTERPRISES         777     536  553 

25  Monument  Circle,  Indianapolis,  IN  46204/317-261-8261 

758  ITEL  501      934  690 

Two  North  Riverside  Plaza,  Chicago,  IL  60606/312-902-1515 

82  ITT  22       68  19 

1330  Ave  of  the  Americas,  New  York,  NY  10019/212-258-1000 

500  IVAX  640     559  746 

8800  NW  36th  St,  Miami,  FL  33 1 78/305-590-2200 


974  J&L  SPECIALTY  STEEL  766      772  843 

One  PPG  Place,  Pittsburgh,  PA  15222/412-338-1600 

468  JAMES  RIVER  197     957  245 

120  Tredegar  St,  Richmond,  VA  23219/804-644-5411 

429  JEFFERSON  SMURFIT  323     935  478 

8182  Maryland  Ave,  St  Louis,  MO  63105/314-746-1 100 

355  JEFFERSON-PILOT  603     277  286 

100  North  Greene  St,  Greensboro,  NC  27401/910-691-3000 

882  JOHNNUVEEN  951      741  944 

333  West  Wackcr  Dr,  Chicago,  IL  60606/312-917-7700 

12  JOHNSON  &  JOHNSON  46       21  139 

One  lohnson  &  lohnson  Plaza,  New  Brunswick,  NJ  08933/908-524-0400 

463  JOHNSON  CONTROLS  153     368  392 

5757  North  Green  Bay  Ave,  Glendale,  Wl  53209/414-228-1200 

827  JOSTENS  737     964  889 

5501  Norman  Center  Dr.  Minneapolis,  MN  55437/612-830-3300 
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589  KANSAS  CITY  POWER  714  504 

1201  Walnut  St,  Kansas  City,  MO  64106/816-556-2200 

KANSAS  CITY  SOUTHERN     648  503 

1 14  West  1 1th  St,  Kansas  City,  MO  64105/816-556-0303 

KELLOGG  163  87 

One  Kellogg  Square,  Battle  Creek,  Ml  49016/616-961-2000 

693  KELLY  SERVICES  421  723 

999  West  Big  Beaver  Rd,  Troy,  Ml  48084/810-362-4444 

615  KEMPER  531  579 

One  Kemper  Dr,  Long  Grove,  IL  60049/708-320-4/00 

1000  KENNAMETAL  709  805 

Route  981  South,  Latrobe,  PA  15650/412-539-5000 

371  KERR-McGEE  312  555 

Kerr-Mi  Gee  Center.  Oklahoma  City,  OK  73125/405-270-1313 

132  KEYCORP  204       67  31 

127  Public  Square,  Cleveland,  OH  44114/216-689-3000 

108  KIMBERLY-CLARK  150      126  269 

54S  Fast  John  Carpenter  Fwy,  Irving,  TX  75062/214-830-1200 

963  KIMCO  REALTY  981      840  825 

3333  Nf  w  Hyde  Park  Rd,  New  Hyde  Park,  NY  1  1042/516-86 

641  KING  WORLD  PRODUCTIONS  886  627 

1700  Broadway  New  York  NY  10019/212-315-4000 
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627  KLA  INSTRUMENTS  921  864 

160  Rio  Rohies,  San  Jose,  CA  951 34/408-434-4200 
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168  KMART  14  243 

3100  West  Big  Beaver  Rd,  Troy  Ml  48084/810-643-1000 

339  KNIGHT-RIDDER  394     362  510 

One  Herald  Plaza,  Miami,  FL  33132;305-376-3800 

583  KOHL'S  564     710  822 

N54  W13600  Woodale  Dr,  Menomonee  Falls,  Wl  53051/414-783-5800 

338  KROGER  23  234 

1014  Vine  St,  Cincinnati.  OH  45202/513-762-4000 


767  KU  ENERGY  803  622 

One  Quality  St.  Lexington.  KY  40507/606-255-2 100 
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LAQUINTAINNS  911      851  797 

112  East  Pecan  St.  San  Antonio,  TX  78205/210-302-6000 

LAFARGE  541      603  644 

1 1 1 30  Sunrise  Valley  Or,  Reston,  VA  22091/703-264-3600 

LAM  RESEARCH  810     759  885 

4650  Gushing  Pkwy,  Fremont.  CA  94538/510-659-0200 

LANCASTER  COLONY  748     689  933 

37  West  Broad  St.  Columbus.  OH  43215/614-224-7141 

LDDS  COMMUNICATIONS      515     380  475 

515  East  Amite,  Jackson,  MS  39201/601-360-8600 

LEAR  SEATING  329     732  708 

21557  Telegraph  Rd,  Southfield,  Ml  48034/810-746-1500 

LEE  ENTERPRISES  890     765  902 

215  North  Mam  St,  Davenport,  lA  52801/319-383-2100 

LEGENT  847      763  824 

575  Herndon  Pkwy,  Herndon,  VA  22070/703-708-3000 

LEGGETT  &  PLATT  482     465  736 

One  Leggett  Rd,  Carthage,  MO  64836/417-358-8131 

LEHMAN  BROTHERS  382     441  12 

Three  World  Financial  Center,  New  York,  NY  10285/212-526-7000 

LEUCADIA  NATIONAL  586     660  353 

315  Park  Ave  South,  New  York.  NY  10010/212-460-1900 

LG&E ENERGY  729     711  519 

220  West  Mam  St.  Louisville,  KY  40202/502-627-2000 

LILLY  (ELI)  190       46  141 

Lilly  Corporate  Center.  Indianapolis.  IN  46285/31 7-276-2000 

LIMITED  (THE)  152      146  360 

Three  Limited  Pkyyy,  Columbus,  OH  43230/614-479-7000 

LIN  BROADCASTING  710      117  445 

5400  Carillon  Point,  Kiikland,  WA  98033/206-828-1902 

LINCARE  HOLDINGS  955     849  986 

19337  U  S  19  North,  Clearwater,  FL  34624/813-530-7700 

LINCOLN  NATIONAL  155      181  43 

1300  South  Clinton  St,  Fort  Wayne,  IN  46802/219-455-2000 

LINEAR  TECHNOLOGY  948     679  957 

1630  McCarthy  Blvd,  Milpitas,  CA  95035/408-432-1900 

LITTON  INDUSTRIES  309     746  521 

21240  Burbank  Blvd,  Woodland  Hills,  CA  91367/818-598-5000 

LIZ  CLAIBORNE  444      595  706 

1441  Broadway,  New  York  NY  10018/212-354-4900 

LOCKHEED  66      147  220 

4500  Park  Granada  Blvd,  Calabasas,  CA  91399/818-876-2000 

LOCTITE  772     596  840 

Ten  Columbus  Blvd.  Hartford,  CT  06106/203-520-5000 

LOEWS  61      236  41 

667  Madison  Ave,  New  York  NY  10021/212-545-2000 

LONE  STAR  STEAKHOUSE     959     888  989 

224  East  Douglas.  Wichita,  KS  6/202/316-264-8899 

LONG  ISLAND  LIGHTING       339     209  157 

175  East  Old  Country  Rd.  Hicksville.  NY  1 1801/516-755-6650 

LONGVIEW  FIBRE  718     801  747 

End  of  Fibre  Way.  Longview.  WA  98632/206-425-1550 

LORAL  195     223  337 

600  Third  Ave  New  York.  NY  10016/212-697-1105 

LOTUS  DEVELOPMENT         685      S65  782 

jS  CjiiibMiJgp  Pkwy,  Cambrrdge.  MA  02142/617-577-8500 

LOUISIANA  LAND  738     993  668 

909  Poydras  St,  New  Orleans,  LA  701 12/504-566-6500 

LOUISIANA-PACIFIC  344      183  479 

1 1 1  SW  Fifth  Ave,  Portland,  OR  97204/503-221-0800 

LOWE'S  176     290  446 

Hwy  268  East.  North  Wilkesboro.  NC  28659/910-651-4000 

LSI  LOGIC  705     484  700 

1 551  McCarthy  Blvd.  Milpitas,  CA  95035/408-433-8000 

LTV  238     439  304 

25  West  Prospect  Ave,  Cleveland.  OH  441 15/216-622-5000 

LUBRIZOL  532     354  679 

29400  Lakeland  Blvd,  Wickliffe,  OH  44092/216-943-4200 

LYONOELL  PETROCHEMICAL  272     292  639 

1221McKinney  St,  Houston.  TX  77010/713-652-7200 


M 


991  MAGMA  COPPER  706     574  675 

7400  North  Oracle  Rd,  Tucson,  AZ  85704/602-575-5500 

389  MALLINCKRODT  GROUP       458     476  496 

7733  Forsyth  Blvd,  St  Louis,  MO  63105/314-854-5200 

506  MANOR  CARE  607     572  707 

10750  Columbia  Pike,  Silver  Spring,  MD  20901/301-681-9400 

432  MANPOWER  250     586  715 

5301  North  Ironwood  Rd,  Milwaukee.  Wl  532177414-961-1000 

732  MANVILLE  403     695  398 

717 17th  Sf  Denver.  CO  80202/303-978-2000 

549  MAPCO  341      615  542 

1800  South  Baltimore  Ave.  Tulsa.  OK  74119/918-581-1800 

134  MARION  MERRELL  DOW       340      152  385 

9300  Ward  Pkwy,  Kansas  City,  MO  64114/816-966-4000 

749  MARK  IV  INDUSTRIES         567     715  607 

501  John  James  Audubon  Pkwy,  Amherst,  NY  14228/716-689-4972 

269  MARRIOTT  INTERNATIONAL  130     321  438 

10400  Fernwood  Rd  Bethesda,  MO  20058/301-380-3000 

159  MARSH  &  Mclennan       304    172  394 

1 166  Ave  of  the  Americas,  New  York,  NY  10036/212-345-5000 

474  MARSHALL  &ILSLEY  630     544  168 

770  North  Water  St,  Milwaukee.  Wl  53202/414-765-7700 

216  MARTIN  MARIETTA  107      103  224 

6801  Rockledge  Dr,  Bethesda.  MC  20817/301-897-6000 

889  MARTIN  MARIEHA  MATERIALS  850     740  870 

2710Wycliff  Rd,  Raleigh,  NC  27607/919-781-4550 

569  MARVEL  ENTERTAINMENT    846     717  813 

387  Park  Ave  South,  New  York,  NY  10016/212-696-0808 

248  MASCO  244     327  372 

21001  Van  Bom  Rd,  Taylor  Ml  48180/313-274-7400 

198  MATTEL  326     245  507 

333  Continental  Blvd,  El  Segundo,  CA  90245/310-252-2000 

816  MAXIM  INTEGRATED  960     876  984 

120  San  Gabriel  Of,  Sunnyvale,  CA  94086/408-737-7600 

95  MAY  DEPARTMENT  STORES    77       77  212 

611  Ohve  St,  St  Louis,  MO  63101/314-342-6300 

517  MAYTAG  310     389  498 

403  West  Fourth  St  North.  Newton,  lA  50208/515-792-8000 

375  MBIA  881      241  319 

1 1 3  King  St,  Armonk,  NY  10504/914-273-4545 

253  MBNA  514     258  208 

400  Christiana  Rd,  Newark,  DE  19713/800-441-7048 

514  Mccormick  508    721  657 

18  Loveton  Circle,  Sparks,  MD  21152/410-771-7301 

582  McOERMOTTINTL.  352     833  38 

1450  Poydras  St,  New  Orieans,  LA  701 127504-587-5400 

33  MCDONALD'S  133       42  15 

One  McDonald's  Plaza,  Oak  Brook,  IL  60521/708-575-3000 

145  McDonnell  DOUGLAS  64     110  17 

J  S  McDonnell  Blvd  &  Airport  Rd,  Berkeley,  MO  63134/314-232-02 

286  McGRAW-HILL  378     314  45 

1221  Ave  of  the  Americas,  New  York,  NY  10020/212-512-2000 

60  MCI  COMMUNICATIONS         62       73  12 

1801  Pennsylvania  Ave  NW.  Washington.  DC  20006/202-872-1600 

553  McKesson  67     992  41 

One  Post  St.  San  Francisco,  CA  94104/415-983-8300 

738  MCN  545     606  52 

500  Griswold  St,  Detroit,  Ml  48226/313-256-5500 

310  MEAD  237     563  33 

Courthouse  Plaza  NE,  Dayton,  OH  45463/513-495-6323 

935  MEDAPHIS  939     918  93 

2700  Cumberland  Pkwy,  Atlanta.  GA  30339/404-319-3300 

913  MEDIA  GENERAL  807     462  80 

333  East  Grace  St.  Richmond,  VA  23219/804-649-6000 

660  MEDITRUST  971      607  65 

197  Fust  Ave.  Needham  Herghts,  MA  02194/517-433-6000 

136  MEDTRONIC  527     227  62 

7000  Central  Ave  NE,  Minneapolis,  MN  554327612-574-4000 

171  MELLON  BANK  270     154  5. 

One  Mellon  Bank  Center,  Pittsburgh.  PA  15258/412-234-5000 
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One  of  the  finest  academic  institu- 
tions in  tlie  country  -  the  University 
of  Miami  -  also  has  one  of  the  top- 
.  ranked  college  football  teams. 

But  you  should  really  see  their 
computer  team.  In  fact,  a 
Computenvoiid  magazine  survey 
recently  voted  their  Information 
Systems  Department  the  #1 
University  at  which  to  work. 

Led  by  their  veteran  Vice 
President  and  College 
of  Engineering  Dean, 
Lew  Temares,  the 
University  of  Miami 
IS  Department  has 
been  racking  up  some 
pretty  impressive  statistics. 

"Semce  levels  are  at  a  record 
high.  Response  time  has  been  cut  in 
half  and  we're  always  on  time  and 
under  budget,"  says  Temares. 

That's  what  happens  when  you 
have  the  right  leader,  a  hardworking 
team  and  Computer  Associates 
software. 

"Everything  we  do  is  built 
around  CA 
database  and 
systems  soft- 
ware," says 
Temares.  "It 
gives  us  one 
totally  integrat- 
ed environment 
across  the  entire  University.  And 
that  keeps  all  our  customers  happy." 
And  the  game  plan  for  this  year? 
"Same  as  last  year.  Work  hard 
and  play  to  win!' 

(70AIPUTER* 
y^SSOC/ATES 

Software  superior  by  design. 


University  of  Miami  Vice 
President  and  College  of 
Engineering  Dean,  Lew  Tea4ARES, 
is  on  a  winning  streak  with 
advanced  ca  database  and 
systems  software. 


Computer  Associates  Internaiional,  Inc., 
One  Computer  A.wociates  Plaza,  Islandia.  N>'  1 1 788  7000. 
I  SOO-CUL  CAI. 
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The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  150. 
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MELVILLE  90     207  347 

One  Theall  Rd,  Rye,  NY  10580/914-925-4000 

MERCANTILE  BANCORP.       668     374  174 

721  Locust  St.  St  Louis,  NIO  63101/314-425-2525 

MERCANTILE  BANKSHARES  871      577  303 

Two  Hopkins  Plaza,  Baltimore,  MD  21201/410-237-5900 

MERCANTILE  STORES  366     505  560 

9450  Sewatd  Rd,  Fairtield,  OH  45014/513-881-8000 

MERCK  53  10 

One  Merck  Dr,  White  House  Station,  NJ  08889/908-423-1 000 

MERCURY  FINANCE  944  600 

40  Soutti  Skokie  Blvd  Northbrook,  IL 60062/708-564-3/20 


94 
733 
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MERCURY  GENERAL  832  641 

4484  Wilshire  Blud,  Los  Angeles,  CA  90010/213-937-1060 

MERIDIAN  BANCORP  612     373  137 

35  North  Sixth  St,  Reading,  PA  19601/610-655-2000 

MERRILL  LYNCH  37       53  10 

250  Vesey  St,  New  York,  NY  10281/212-449-1000 

MEYER  (FRED)  332     880  651 

3800  SE  22nd  Ave,  Portland,  OR  97202/503-232-8844 

MFS  COMMUNICATIONS       934     989  686 

3555  Farnam  St,  Omaha,  NE  68131/402-271-2890 

MGICINVESTMENT  859     392  670 

250  East  Kilbourn  Ave,  Milwaukee,  Wl  53202/414-347-6480 

MGM  GRAND  758     654  725 

3799  Las  Vegas  Blvd  South,  Las  Vegas,  NV  89109/702-891-3333 

MICHIGAN  NATIONAL  703     288  229 

27777  Inkster  Rd,  Farmington  Hills,  Ml  48334/810-473-3000 

MICRO  WAREHOUSE  747     884  979 

535  Connecticut  Ave  Norwalk.  CT  06854/203-899-4000 

MICROCHIP  TECHNOLOGY    961      872  974 

2355  Vtfest  Chandler  Blvd,  Chandler,  AZ  85224/602-786-7200 

MICRON  TECHNOLOGY         485      132  605 

2805  East  Columbia  Rd,  Boise,  ID  83706/208-368-4000 

MICROSOFT  203       38  292 

One  Microsoft  Way,  Redmond,  WA  98052/206-882-8080 

MID  ATLANTIC  MEDICAL       756     764  968 

Four  Taft  Court,  Rockville,  MD  20850/301-294-5140 


MIDLANTIC  663  219 

499  Thornall  St,  Edison,  NJ  08837/908-321-8000 

MIDWEST  RESOURCES        657  628 

566  Grand  Ave,  Pes  Moines,  lA  50306/515-242-4300 
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MILLIPORE  853  733 

80  AshbyRd,Be()tord,  MA  01730/617-275-9200 

MINNESOTA  MINING  &  MFG.   51  37 

3M  Center,  St  Paul,  MN  55144/612-733-1110 

MINNESOTA  POWER  802     719  604 

30  West  Superior  St.  Duluth,  MN  55802/218-722-2641 

MIRAGE  RESORTS  604     444  647 

3400  Las  Vegas  Blvd  South,  Las  Vegas,  NV  89109/702-791-711 1 

MITCHELL  ENERGY  717     895  520 

2001  Timberloch  Place,  The  Woodlands,  TX  77380/713-377-5500 

MOBIL  6       26  52 

3225  Gallows  Rd,  Fairlax,  VA  22037/703-846-3000 

MOBILE  TELECOMMS.         977     962  828 

2110  South  Lamar  St,  Jackson,  MS  39201/601-944-1300 

MODINEMFG.  716     731  883 

1500  De  Koven  Ave,  Racine.  Wl  53403/414-636-1200 

MOLEX  664     492  714 

2222  Wellington  Court,  Lisle,  IL  60532/708-969-4550 

MONSANTO  137      105  223 

800  North  Lindbergh  Blvd,  St  Louis,  MO  63167/314-694-1000 

MONTANA  POWER  674     469  497 

40  East  Broadway,  Butle  MT  59  7  0  174  0  6-7  2  3-54  21 

MORGAN  (J.  P.)  131       44  11 

60  Wall  St,  New  York,  NY  10260/2 12-483-2323 

MORGAN  STANLEY  GROUP    114      167  14 

1251  Ave  ol  the  Americas,  New  York,  NY  10020/212-'03-4000 

MORRISON  RESTAURANTS    645     720  913 

4721  Morrison  Dr,  Mobile,  AL  36609/205-344-3000 

MORTON  INTERNATIONAL     331      238  486 

100  North  Riverside  Plaza.  Chicago.  IL  60606/312-807-2000 


14  MOTOROLA  25       30  116 

1303  East  Algonquin  Rd.  Schaumburg.  IL  60196/708-576-5000 

600  MULTIMEDIA  805     556  833 

305  South  Mam  St,  Greenville.  SO  29601/803-298-4100 

479  MURPHY  OIL  496     496  523 

200  Peach  St,  El  Dorado,  AR  71730/501-862-641 1 

393  MYLAN  LABORATORIES        915     501  897 

130  17th  SI,  Pittsburgh,  PA  15222/412-232-0100 
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405  NALCO  CHEMICAL  588  532 

One  Naico  Center,  Naperville,  IL  60563/708-305-1000 

239  NATIONAL  CITY  373  158 

1900  East  Ninth  St,  Cleveland.  OH  441 14/216-575-2000 

790  NATIONAL  FUEL  GAS  646  605 

Ten  Lafayette  Square.  Buffalo,  NY  14203/7 16-857-7000 

796  NATIONAL  GYPSUM  804  593 

2001  Rexford  Rd,  Charlotte,  NC  28211/704-365-7300 

707  NATIONAL  HEALTH  LABS.     712  877 

4225  Executive  Square  La  Jolla,  CA  92037/619-550-0600 

452  NATIONAL  SEMIC0NDUCT0R430  228 


701 
69 
562 
869 
750 
608 


2900  Semiconductor  Dr,  Santa  Clara,  CA  95052/408-721-5000 

634  NATIONAL  SERVICE  INDS.     476     582  729 

1420  Peachtree  St  NE,  Atlanta,  GA  30309/404-853-1000 

58  NATIONSBANK  68       27  8 

100  North  Trvon  St,  Charlotte,  NC  28255/704-386-5000 

754  NAVISTAR  INTERNATIONAL  201      513  344 

455  North  CitytronI  Plaza  Or,  Chicago,  IL  60611/312-836-2000 

195  NBD  BANCORP  307      123  45 

611  Woodward  Ave,  Detroit.  Ml  48226/313-225-1000 

863  NEVADA  POWER  751      597  586 

6226  West  Sahara  Ave,  Las  Vegas,  NV  89102/702-367-5000 

435  NEW  ENGLAND  ELECTRIC     435     309  334 

25  Research  Dr,  Westborough,  MA  01582/508-366-9011 

733  NEW  PLAN  REALTY  TRUST    985     757  845 

1 120  Ave  of  the  Americas,  New  York,  NY  10036/212-869-3000 

755  NEW  WORLD  COMMONS.      909     975  637 

3200  Windy  Hill  Rd,  Atlanta,  GA  30339/404-955-0045 

575  NEW  YORK  STATE  E&G        477     331  323 

4500  Vestal  Pkwy  East,  Binghamton,  NY  13902/607-729-2551 

436  NEW  YORK  TIMES  422     300  439 

229  West  43rd  St,  New  York,  NY  10036/212-556-1234 

272  NEWELL  454     325  501 

29  East  Stephenson  St,  Freeport,  IL  61032/815-235-4171 

298  NEWMONTGOLD  817     589  640 

1700  Lincoln  St,  Denver,  CO  802037303-863-7414 

321  NEWMONT  MINING  816     637  641 

1700  Lincoln  St,  Denver,  CO  802037303-863-7414 

670  NEXTEL  COMMUNICATIONS  991      984  472 

201  Route  17  North,  Rutherford,  NJ  07070/201-438-1400 

444  NIAGARA  MOHAWK  POWER  258     351  209 

300  Erie  Blvd  West,  Syracuse,  NY  13202/315-474-151 1 

654  NICOR  530     482  534 

1844  Ferry  Rd,  Naperville.  IL  60563/708-305-9500 

188  NIKE  262      197  495 

One  Bowerman  Dr.  Beaverton,  OR  97005/503-671-6453 

813  NINE  WEST  GROUP  793     702  958 

Nine  West  Broad  St,  Stamford.  CT  06902/203-324-7567 

465  NIPSCO  INDUSTRIES  513     357  390 

5265  Hohman  Ave.  Hammond,  IN  46320/219-853-5200 

657  NOBLE  AFFILIATES  914     946  766 

110  West  Broadway,  Ardmore,  OK  73401/405-223-41 10 

786  NORDSON  842     803  930 

28601  Clemens  Rd,  Westlake,  OH  44145/216-892-1580 

289  NORDSTROM  271      315  500 

1501  Fitth  Ave,  Seattle.  WA  98101/206-628-21 1 1 

99  NORFOLK  SOUTHERN  235       94  195 

Three  Commercial  Place,  Norfolk,  VA  23510/804-629-2600 

346  NORTHEAST  UTILITIES        286      191  196 

107  Selden  St,  Berlin,  CT  06037/203-665-5000 


328  NORTHERN  STATES  POWER  408     263  293 

414  Nicollet  Mali,  Minneapolis,  MN  55401/612-330-5500 

507  NORTHERN  TRUST  558     342  110 

50  South  La  Salle  St,  Chicago,  IL  60675/312-630-6000 

427  NORTHROP  GRUMMAN         160     862  289 

1840  Century  Park  East,  Los  Angeles,  CA  900677310-553-6262 

456  NORTHWEST  AIRLINES        119     211  236 

2700  Lone  Oak  Pkwy,  Eagan,  MN  55121/612-726-2111 

114  NORWEST  179       72  35 

Sixth  St  &  Marquette  Ave,  Minneapolis,  MN  55479/612-667-1234 

122  NOVELL  462     326  572 

122  East  1700  South,  Provo,  UT  34606/801-429-7000 

891  NOVELLUS  SYSTEMS  950     817  966 

8 1  Vista  Montana,  San  Jose.  CA  951347408-943-9700 

203  NUCOR  353     283  568 

2100  Rexfocd  Rd.  Charlotte,  NC  28211/704-366-7000 
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48  NYNEX  63  75 

1 113  Westchester  Ave.  White  Plains,  NY  106047914-644-6000 


72 


155  OCCIDENTAL  PETROLEUM     116     973  119| 

10889  Wilshire  Blvd,  Los  Angeles,  CA  90024/310-208-8800 

283  OFFICE  DEPOT  253     502  583 

2200  Old  Germantown  Rd,  Delray  Beach,  EL  33445/407-278-4800 

838  OGDEN  450     686  424 

Two  Pennsylvania  Plaza,  New  York,  NY  10121/212-868-6000 

687  OHIO  CASUALTY  542     567  404 

136  North  Third  St,  Hamilton,  OH  45C25/513-867-3000 

314  OHIO  EDISON  420     206  221 

76  South  Mam  St,  Akron,  OH  443087216-384-5151 

603  OKLAHOMA  G&E  583     448  474 

101  North  Robinson,  Oklahoma  City,  OK  73102/405-272-3000 

652  OLD  KENT  FINANCIAL  711      417  1991 

One  Vandenberg  Center,  Grand  Rapids,  Ml  49503/616-771-5000 

984  OLD  NATIONAL  BANCORP      933     816  380| 

420  Mam  St,  Evansville,  IN  47708/812-464-1434 

655  OLD  REPUBLIC  INTL.  511      390  280| 

307  North  Michigan  Ave,  Chicago,  IL  606017312-346-8100 

742  OLIN  393     553  564l 

120  Long  Ridge  Rd,  Stamford,  CT  06904/203-356-2000 

604  OLSTEN  433     672  82l| 

175  Broad  Hollow  Rd,  Melville,  NY  1 1747/516-844-7800 

484  OMNICOM  GROUP  499     488  508i 

437  Madison  Ave,  New  York,  NY  10022/212-415-3600 

62  ORACLE  SYSTEMS  419      187  621| 

500  Oracle  Pkwy,  Redwood  Shores,  CA  94065/415-506-7000 

722  ORYX  ENERGY  655     979  426 

13155  Noel  Rd,  Dallas,  TX  752407214-715-4000 

724  OUTBACK STEAKHOUSE       875     846  975 

550  North  Reo  St,  Tampa,  FL  33609/813-282-1225 

905  OVERSEAS  SHIPHOLDING     913     953  591 

1 1 14  Ave  of  the  Americas.  New  York.  NY  10036/212-869-1222 

586  OWENS-CORNING  313     651  434 

Fiberglas  Tower,  Toledo,  OH  43559/419-248-8000 

671  OWENS-ILLINOIS  295     621  311 

One  Seagate,  Toledo.  OH  43666/419-247-5000 

593  OXFORD  HEALTH  PLANS       763     886  952 

800  Connecticut  Ave,  Norwalk,  CT  06854/203-852-1442 


532  PACCAR  251      313  39 

777  106th  Ave  NE,  Bellevue.  WA  98004/206-455-7400 

469  PACIFIC  ENTERPRISES        391      339  312 

633  West  Fifth  St,  Los  Angeles,  CA  90071/213-895-5000 

76  PACIFIC  GAS  &  ELECTRIC       98       54  7t 

77  Beale  St,  San  Francisco,  CA  941067415-973-7000 

668  PACIFIC  TELECOM  771      601  87;| 

805  Broadway,  Vancouver,  WA  986607206-905-5800 

67  PACIFIC  TELESIS  GROUP      117       48  lOil 

130  Kearny  St,  San  Francisco,  CA  94108/415-394-3000 
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We've  been  in  Asia  for  decades,  building  a  vast  network  of  close  personal  contacts  and  developing  deep 
expertise.  We  now  have  41  offices  in  10  different  countries  of  the  fast-growing  Asian  market,  and  the 
status  of  a  local  partner.  We  can  introduce  you  to  all  the  right  people,  and  smooth  your  way  in  any  kind 
of  project  or  transaction.  We  can  provide  you  with  the  finest  in  commercial,  investment,  nearbanking 
services  —  and  more.  Our  Asian  network  is  an  integral  part  of  our  global  network  of  almost  one  hundred 
bases  in  thirty  countries,  plus  368  branches  in  Japan.  With  a  worldwide  presence  on  this  scale,  and  with 
our  enormous  resources,  who  could  connect  you  to  Asia  better  than  us? 

('■SANWA  BANK  AfS-mm  JE«*»   »S-)S  BS.<iti  "  IS  Chinese  lor,  "Of  course  I  know  Sanwa.  They  have  been  a  key  part  of  our  business  in  Asia  for  years.") 


^  Sanwa  Bank 

Bringing  the  world  to  Asia 

TOKYO  HEADQUARTERS;  03-5252-1111,  OSAKA  HEADOFFICE:  06-206-8111 
 SANWA  BANK  ASIA  NETWORK  

Banking  Network:  Hong  Kong,  Shenzhen,  Shanghai.  Dalian.  Seoul,  Manila.  Bangkok,  Jakarta,  Singapore,  Kuala  Lumpur,  and  New  Delhi 

Securities  Business  Network:  Hong  Kong.  Bangkok.  Jakarta.  Singapore,  and  Kuala  Lumpur 

Leasing  Network:  Hong  Kong.  Beijing.  Seoul.  Bangkok.  Jakarta,  and  Kuala  Lumpur 

Others:  Shanghai.  Jakarta,  and  Ho  Chi  Minh  City 


THE  BUSINESS  WEEK  1000 


The  number  to  the  left  of  the  company's  name  identifies  its  rank  in  market  value  among 
the  Business  Week  1000.  For  explanation  of  other  rankings,  seepage  150. 
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PACIFICARE  HEALTH  334     558  723 

5995  PUza  Dr,  Cypress,  CA  90630/714  952- 1 121 

PACIFICORP  299      138  182 

ZOO  NE  Multnomah,  Portland,  OR  97232/503-731 -2000 

PAGING  NETWORK  858     961  826 

4965  Preston  Park  Blvd,  Piano,  TX  75093/214-985-4100 

PAINEWEBBER  GROUP         269     873  61 

1285A«eofttie  Americas,  New  York,  NY  10019/212-713-2000 

PALL  765     516  767 

2200  Nortliern  Bli/d,  East  Hills,  NY  1 1548/516-484-5400 

PANHANDLE  EASTERN         234      286  252 

5400Westtieimei  Ct  Houston,  TX  77056/713-627-5400 

PARAMETRIC  TECHNOLOGY  936     666  953 

128  lechnology  Or,  Waltliam,  MA  02154/617-398-5000 

PARKER  HANNIFIN  365     495  561 

17325  Euclid  Ave,  Cleveland,  OH  44112/216-531 -3000 

PAYCHEX  942     869  994 

911  Panoiama  Trail  Soutti,  Roctiester,  NY  14625//16-385-6666 

PECO  ENERGY  264      153  135 

2301  Market  St,  Pliiladelpliia,  PA  19101/215-841-4000 

PENNEY  (J.  C.)  30  50 

6501  Legacy  Or,  Piano,  IX  75024/214-431-1000 

PENNSYLVANIA  POWER       383  262 

Two  North  Nintli  St,  Allentown,  PA  18101/610-774-5151 


PENNZOIL  402  995 

700  Milam  St,  Houston,  TX  77002/713-546-4000 


127 
213 
349 
699 


PENTAIR  521  771 

1500  County  Rd  B2  West,  St  Paul,  MN  551 13/612-636-7920 

PEOPLES  ENERGY  623     728  595 

130  East  Randolph  Dr,  Chicago,  IE  60601/312-240-4000 

PEOPLESOFT  983     928  991 

4440  Rosewood  Dr,  Pleasanton,  CA  94588/510-225-3000 

PEP  BOYS  580     629  705 

3111  West  Allegheny  Ave,  Philadelphia.  PA  19132/215-229-9000 

PEPSICO  18       25  85 

700  Anderson  Hill  Rd,  Purchase,  NY  10577/914-253-2000 

PERKIN-ELMER  666     671  796 

761  Mam  Ave,  Norwalk,  CI  06859/203-762-1000 

PERRIGO  782     779  898 

515  Eastern  Ave,  Allegan,  Ml  49010/616-673-8451 

PET  537     471  720 

400  South  Fourth  St,  St  louis,  MO  63102/314-622-7700 

PETRIE  STORES  885      956  631 

10  Enterprise  Ave,  Secaucus,  Nl  07094/201-866-3600 

PETSMART  844      947  941 

10000  North  31st  Ave,  Phoenix,  AZ  85051/602-944-/070 

PFIZER  136       39  203 

235  East  42nd  St,  New  York,  NY  10017/212-573-2323 

PHELPS  DODGE  318     230  382 

2600  North  Ceiilral  Ave,  Phoenw,  AZ  85004/602-234-8100 

PHILIP  MORRIS  10         5  39 

1 20  Park  Ave,  New  Vnrk,  NY  1 001 7/2 1 2-880-5000 

PHILLIPS  PETROLEUM  78      135  186 

Fourth  &  Keeler  Sts,  Barllesville,  OK  74004/918-661-6600 

PHYSICIAN  CORP.  736     778  848 

s« -IS  Blue  Lagoon  Dr,  Miami,  EE  33126/305-267-6633 

PINNACLE  WEST  CAPITAL     509      282  261 

400  i  .isl  Van  Buien  St,  Phoeni«,  AZ  85004/602-379-2500 

PIONEER  HI-BRED  INTL.       557      306  662 

400  I  ocir.l  M,  lies  Moines,  lA  50309/515-248-4800 

PITNEY  BOWES  321      182  254 

One  Elm  CroO  Rd,  Stamtord,  CI  06926/203-356-5000 

PITTSTON  SERVICES  GROUP  481      611  771 

100  First  Stamtord  Place,  Stamtord,  CT  06902/203-978-5200 

PNC  BANK  224      108  33 

5th  AveS  Wood  St,  Pittsburgh,  PA  15265/412-762-2000 

POLARIS  INDUSTRIES         761      697  964 

1225  Hwy  169  North,  Minneapolis,  MN  55441/612-542-0500 

POLAROID  426     461  533 

549  Technology  Square,  Cambridge,  MA  021 39/61 7-386-2000 

POLICY  MGMT.  SYSTEMS     855     955  893 

1-77  &U  S  2.  North,  BIythewood.SC  29016/803-735-4000 


781  PORTLAND  GENERAL  686     509  416 

121  SW  Salmon  St,  Portland,  OR  97204/503-464-8820 

665  POTLATCH  559      800  555 

One  Maritime  Plaza,  San  Francisco,  CA  94 1 1 1/4 15-576-8800 

413  POTOMAC  ELECTRIC  POWER  492     281  265 

1900  Pennsylvania  Ave  NW,  Washington.  DC  20068/202-872-2000 

123  PPG  INDUSTRIES  171      130  327 

One  PPG  Place,  Pittsburgh,  PA  15272/412-434-3131 

318  PRAXAIR  386     316  418 

39  Old  Ridgebury  Rd,  Danbury,  CT  06810/203-837-2000 

356  PREMARK  INTERNATIONAL   303     285  530 

1717  Deertield  Rd,  Deertield,  IE  60015/708-405-6000 

464  PREMIER  INDUSTRIAL         746     517  890 

4500  Euclid  Ave,  Cleveland,  OH  44103/216-391-8300 

847  PRICE  (T.  ROWE)  905     722  956 

100  East  Pratt  St,  Baltimore,  MD  21202/410-547-2000 

334  PRICE/COSTCO  40     324  341 

10809  120th  Ave  NE,  Kirkland.  WA  98033/206-803-8100 

8  PROCTER  &  GAMBLE  16       15  79 

One  Plotter  S  Gamble  Plaza,  Cincinnati,  OH  45202/513-983-1 100 

354  PROGRESSIVE  416     225  354 

6300  Wilson  Mills  Rd,  Mayfield  Village,  OH  44143/216-461-5000 

278  PROMUS  535     419  582 

1023  Cherrv  Rd,  Memphis,  TN  38117/901-762-8600 

897  PROPERTY  TRUST  967     811  696 

7  77  7  Market  Center  Ave,  El  Paso,  TX  79912/915-877-3900 

766  PROVIDENT  LIFE  377     421  120 

One  Founlain  Square,  Chattanooga.  TN  37402/615-755-101 1 


292  PROVIDIAN  348  210 

400  West  Market  St,  Louisville,  KY  40202/502-560-2000 

492  PS  OF  COLORADO  455  364 

1225  17th  St,  Denver,  CO  80202/303-571-751 1 

131  PUBLIC  SERVICE  ENT.  185  86 

80  Park  Plaza  Newark,  Nl  07101/201-430-7000 

617  PUGET  SOUND  POWER         628  456 

4 1 1  108th  Ave  NE,  Bellevue,  WA  98004/206-454-6363 

918  PYXIS 

9380  Carroll  Park  Dr.  San 


978  863 

CA  92121/619-625-3300 
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223  QUAKER  OATS  174  328 

321  North  Clark  St,  Chicago,  IE  60610/312-222-7111 

579  QUALCOMM  930  926 

6455  Lusk  Blvd,  San  Diego,  CA  92121/619-587-1121 

711  QUESTAR  789     798  658 

180  East  First  South  St.  Salt  Lake  City,  UT  84111/801-534-5000 

862  QUORUM  HEALTH  GROUP     750     806  844 

155  Frankhn  Rd.  Brentwood.  TN  37027/615-3/1-79/9 


890  RALCORP  677     769  829 

901  Chouteau  Ave,  St  Louis,  MO  63102/314-982-5900 

197  RALSTON  PURINA  GROUP     186     274  399 

Checkerboaid  Square,  St  Louis,  MO  63164/314-982-1000 

525  RAYCHEM  554     972  680 

300  Constitution  Dr,  Menlo  Park,  CA  94025/415-361-3333 

869  RAYONIER  656      674  661 

1 1 77  Summer  St,  Stamford,  CT  06905/203-348-7000 

92  RAYTHEON  104      111  257 

141  SpimgSI  Leiington,  MA 02173/617-862-6600 

983  READ-RITE  762     832  839 

i45  Los  Coches  St,  Milpitas,  CA  95035/408-262-6700 

186  READER'S  DIGEST  359      307  537 

Reader's  Digest  Rd,  Pleasantville,  NY  105/0/914-238-1000 

335  REEBOK  INTERNATIONAL      320      248  645 

1 00  technology  Center  Dr,  Stoughlon,  MA  02072/6 1 7-34 1  -5000 

587  REGIONS  FINANCIAL  702      400  163 

4 1  ?  North  20th  St  Biimingham,  AL  35202/205-326-/100 

662  RELIASTAR  FINANCIAL        539     489  204 

20  Washington  Ave  South,  Minneapolis,  MN  55401/612-372-5432 
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REPUBLIC  NEW  YORK  424     186  55 

452  Fifth  Ave  New  York,  NY  10018/212-525-5000 

REVCOD.S.  328     822  529 

1925  EntetpiisePkwy,  Iwinsburg,  OH  44087/216-425-9811 

REYNOLDS  &  REYNOLDS      733     669  850 

1 1 5  South  Ludlow  St,  Dayton,  OH  45402/513-443-2000 

REYNOLDS  METALS  183     453  258 

6601  West  Broad  St,  Richmond,  VA  23230/804-281-2000 

RHONE-POULENC  RORER      255      180  376 

500  Aicola  Rd,  Collegeville,  PA  19426/610-454-800 

RITE  AID  254     839  548 

30  Hunter  Lane,  Camp  Hill,  PA  i70!  1/717-761-2633 

RIVERWOOD  INTL.  600     937  544 

3350  Cumberland  Circle,  Atlanta,  GA  30339/404-644-3000 

RJR  NABISCO  HOLDINGS        48       78  71 

1301  Ave  of  the  Americas,  New  Yoik,  NY  10019/212-258-5600 

ROADWAY  SERVICES  236     908  577 

1077  Gorge  Blvd,  Akron,  OH  44309/216-384-8184 

ROBERTS  PHARMACEUTICAL  984      915  950 

Four  Industrial  Way  West,  Eatontown,  NJ  07724/908-389-1182 

ROCHESTER  G&E  676     649  505 

89  East  Ave,  Rochester.  NY  14649/716-546-2700 

ROCKWELL  INTERNATIONAL    92       98  177 

2201  Seal  Beach  Blvd.  Seal  Beach.  CA  90740/310-797-3311 

ROHM  &  HAAS  297     240  393 

100  Independence  Mall  West,  Philadelphia,  PA  19106/215-592-300  n 

ROLLINS  811      797  95S 

2 1 70  Piedmont  Rd  NE,  Atlanta.  GA  30324/404-888-2000 

ROUSE  787  942 

10275  Little  Patuient  Pkwy,  Columbia,  MD  21044/410-992-1 

ROYAL  CARIBBEAN  CRUISES  633  403 

1050  Caribbean  Way,  Miami,  EL  33132/305-539-6000 


RPM  700  747 

2628  Pearl  Rd,  Medina,  OH  44258/216-273-5090 

RUBBERMAID  441  279 

1 147  Akron  Rd,  Wooster.  OH  44691/216-264-6464 

RUSSELL  647  617 

755  Lee  St  Aleiander  City.  AL  35010/205-329-4000 

RUST  INTERNATIONAL         510  756 

100  Corporate  Pkwy.  Birmingham,  AL  35242/205-995-7878 

RYDER  SYSTEM  226  384 

3600  NW  82nd  Ave,  Miami,  FL  33166/305-593-3726 


291  SAFECO  282  202 

4333  Brooklyn  Ave  NE,  Seattle,  WA  98185/206-545-5000 


825  SAFETY-KLEEN 

1000  North  Randall  Rd.Eig 


742  794 

.IL  60123/708-697-8460 
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274  SAFEWAY  47  253 

201  Fourth  St,  Oakland,  CA  94660/510-891-3000 

359  SALLIEMAE  343  164 

1050  Thomas  Jefferson  St  NW,  Washington.  DC  20007/202-333- 

265  SALOMON  170  997 

Seven  Woild  Trade  Center,  New  York,  NY  10048/212-783-7000 

385  SAN  DIEGO  GAS  &  ELECTRIC  468     402  35{ 

101  Ash  St,  San  Diego,  CA  92101/619-696-2000 

923  SANTA  FE  ENERGY  901      919  73' 

1616  South  Voss,  Houston,  TX  77057/713-507-5000 

249  SANTA  FE  PACIFIC  389     322  301 

1 700  East  Goll  Rd,  Schaumburg,  IE  60173/708-995-6000 

601  SANTA  FE  PACIFIC  GOLD       907     749  79! 

6200  Uptown  Blvd  NE.  Albuquerque.  NM  871107505-880-5300 

68  SARA  LEE  41      242  181 

three  Fust  National  Plaza  Chicago,  II  60602/312-726-2600 

30  SBC  COMMUNICATIONS        86  28 

1 75  East  Houston,  San  Antonio,  TX  78205/210-821-4105 


445  SCANA  594  378 

1420  Mam  St,  Columbia,  SC  29201/803-748-3000 

128  SCECORP  132  85 

2244  Walnut  Grove  Ave,  Rosemead,  CA  91 770/818-302-1212 
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EDS  is  a  registered  trademark  of  Electronic  Data  Systems  Corporation. 


Doctors  can  test 
people's  reflexes  by 
lapping  their  knees  with 
a  small  rubber  mallet. 

But  how  do  you  test  a  company's  reflexes? 


EDS 


companies  grow,  it  becomes  harder  tor  them  to  react  quickly  to  new  opportunities.  To  expand 
mediately  into  new  markets.  Which  is  why,  for  30  years,  we've  put  technology  to  work,  helping 
mpanies  use  information  to  move  taster.  And  manage  complex  projects.  So  when  the  rubber  mallet 
opportunity  strikes,  they're  able  to  respond  almost  as  quickly.  To  learn  more,  call  1-800-566-9337  xl900. 
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765  SCHERER(R.P.)  848     843  851 

2075  West  Big  Beaver  Rd,  Troy,  Ml  48084/810-649-0900 

57  SCHERING-PLOUGH  230       61  367 

One  Giralda  Farms,  Madison,  NJ  07940/201-822-7000 

59  SCHLUMBERGER  162      125  233 

277  Park  Ave.  New  York.  NY  10172/212-350-9400 

946  SCHOLASTIC  780     868  899 

555  Broadway,  New  York,  NY  10012/212-343-6100 

764  SCHULMAN  (A.)  723     802  878 

3550  West  Market  St,  Akron,  OH  44333/216-666-3751 

383  SCHWAB  (CHARLES)  658     420  250 

101  Montgomery  St,  San  Francisco,  CA  94104/415-627-7000 

522  SCIENTIFIC-ATLANTA  684     734  849 

One  Technology  Pkwy  South,  Norcross,  GA  300927404-903-5000 

161  SCOTT  PAPER  291      239  302 

Scott  Plaza  Philadelphia.  PA  19113/610-522-5000 

406  SCRIPPS(E.W.)  614     449  623 

1 105  North  Market  St,  Wilmington,  DE  19899/302-478-4141 

531  SEAGATE  TECHNOLOGY       268     256  450 

920  Disc  Dr,  Scotts  Valley,  CA  95066/408-438-6550 

876  SEALED  AIR  845     855  951 

Park  80  East,  Saddle  Brook,  NJ  07662/201-791-7600 

46  SEARS,  ROEBUCK  9       41  23 

Sears  Towc,  Chicago,  IL  60684/312-875-2500 

752  SECURITY  CAPITAL  994     898  716 

14 100  East  35th  Place,  Aurora.  CO  8001 1/303-375-9292 

462  SENSORMATIC  752     588  671 

500  NW  12th  Ave,  Deerfield  Beach,  FL  33442/305-420-2000 

364  SERVICE  CORP.  INTL.  644     426  325 

1929  Allen  Pkwy,  Houston,  TX  77019/713-522-5141 

501  SERVICEMASTER  351      409  709 

One  Servicemaster  Way,  Downers  Grove,  IL  60515/708-964-1300 

943  SHARED  MEDICAL  SYSTEMS  834     861  932 

51  Valley  Stream  Pkwy,  Malvern,  PA  19355/610-219-6300 

437  SHAW  INDUSTRIES  371      430  636 

616  East  Walnut  Ave,  Dalton.  GA  30720/706-278-3812 

325  SHAWMUT  NATIONAL         434     268  68 

777  Mam  St,  Hartlord,  CT  06115/203-728-2000 

343  SHERWIN-WILLIAMS  333     334  580 

101  Prospect  Ave  NW,  Cleveland,  OH  441 15/216-566-2000 

511  SIGMA-ALDRICH  719     478  792 

3050  Spruce  St,  St  Louis.  MO  63103/314-771-5755 

442  SIGNET  BANKING  596     393  160 

Seven  North  Eighth  St,  Richmond,  VA  23219/804-747-2000 

201  SILICON  GRAPHICS  498     355  652 

2011  North  Shoreline  Blvd,  Mountain  View,  CA  94043/415-960-1980 

704  SIMON  PROPERTY  GROUP     868     835  554 

1 1 5  West  Washington  St,  Indianapolis,  IN  46204/317-636-1600 

592  SNAP-ON  626     523  712 

2801  80th  St,  Kenosha,  Wl  53141/414-656-5200 

801  SOLECTRON  523     716  800 

847  Gibraltar  Dr  Milpitas,  CA  95035/408-957-8500 

390  SONAT  495     404  417 

1900  Fifth  Ave  North.  Birmingham,  AL  35203/205-325-3800 

447  SONOCO PRODUCTS  428     432  601 

North  Second  St.  Hartsville,  SC  29550/803-383-7000 

63  SOUTHERN  135       49  81 

64  Perimeter  Center  East,  Atlanta,  GA  30346/404-393-0650 

808  SOUTHERN  NATIONAL         797     481  228 

500  Nort-i  C-est-ot  St  Lumberton,  NC  28358/910-671-2000 

440  SO.  NEW  ENGLAND  TEL.       506     350  420 

227  Church  St,  New  Haven,  CT  06510/203-771-5200 

351  SOUTHERN  PACIFIC  RAIL      330     257  381 

One  Market  Plaza,  San  Francisco,  CA  94105/415-541-1000 

533  SOUTHLAND  159     551  579 

27 1 1  North  Haskell  Ave,  Dallas,  U  75204/214-828-7011 

542  SOUTHTRUST  597     359  115 

420  North  20th  SI,  Birmingham,  AL  35203/205-254-5000 

384  SOUTHWEST  AIRLINES        399     346  470 

2702  Love  Field  Or  Dallas,  TX  75235/214-904-4000 

701  SOUTHWESTERN  PS  730     529  611 

600  South  Tyler  St,  Amarillo,  TX  79101/806-378-2121 


842  SPELLING  ENTERTAINMENT  897     901  770 

5700  Wilshire  Blvd,  Los  Angeles.  CA  90036/213-965-5700 

731  SPIEGEL  347     899  492 

3500  Lacey  Rd.  Downers  Grove,  IL  60515/708-986-8800 

84  SPRINT  73       64  142 

2330  Shawnee  Mission  Pkwy,  Westwood,  KS  66205/913-624-3000 

887  SPS  TRANSACTION  941      852  816 

2500  Lake  Cook  Rd,  Riverwoods,  IL  60015/708-405-0200 

512  ST.  JOE  PAPER  778     829  660 

1650  Prudential  Dr,  Jacksonville.  FL  32207/904-396-6600 

541  ST.  JUDE  MEDICAL  912     614  775 

One  Lillehei  Plaza,  St  Paul,  MN  551 17/612-483-2000 

240  ST.  PAUL  225      149  117 

385  Washington  SI.  St  Paul.  MN  55102/612-221-7911 

836  STANDARD  FEDERAL  BANK    728     457  184 

2600  West  Big  Beaver  Rd,  Troy,  Ml  48084/810-643-9600 

515  STANLEY  WORKS  404     442  632 

1000  Stanley  Dr,  New  Britain,  CT  06053/203-225-51 1 1 

578  STAPLES  463     841  769 

100  Pennsylvania  Ave,  Framingham,  MA  01701/508-370-8500 

659  STAR  BANC  785     463  214 

425  Walnut  SI,  Cincinnati,  OH  45202/513-632-4000 

902  STARBUCKS  918     929  922 

2401  Utah  Ave  South,  Seattle,  WA  98124/206-447-1575 

366  STATE  STREET  BOSTON       479     311  96 

225  Franklin  St,  Boston,  MA  02110/617-786-3000 

901  STERLING  SOFTWARE         857     959  875 

8080  North  Central  Expwy,  Dallas,  TX  75206/214-891-8600 

747  STEWART  &  STEVENSON      649     692  789 

2707  North  Loop  West,  Houston,  TX  77008/713-868-7700 

446  STONE  CONTAINER  187     988  262 

150  North  Michigan  Ave.  Chicago,  IL  60601/312-346-6600 

690  STOPS,  SHOP  280     616  619 

1385  Hancock  St.  Quincy.  MA  02169/617-380-8000 

826  STORAGE  TECHNOLOGY       526     834  600 

2270  South  88th  St.  Louisville.  CO  80028/303-673-5151 

640  STRATACOM  976     906  988 

1400  Parkmoor  Ave,  San  Jose,  CA  95126/408-294-7600 

449  STRYKER  781      661  817 

2725  Fairfield  Rd,  Kalamazoo,  Ml  49002/616-385-2600 

320  SUN  105     533  273 

1801  Market  SI,  Philadelphia,  PA  19103/215-977-3000 

809  SUN  HEALTHCARE  GROUP    814     882  734 

5131  Masthead  St  NE,  Albuquerque,  NM  87109/505-821-3355 

327  SUN  MICROSYSTEMS  199     247  460 

2550  Garcia  Ave  Mountain  View,  CA  94043/415-960-1300 

591  SUNAMERICA  697     363  140 

1999  Ave  of  the  Stars,  Los  Angeles,  CA  90067/3 10-772-6000 

475  SUNBEAM-OSTER  625     494  730 

200  East  Las  Olas  Blvd,  Fort  Lauderdale,  FL  33301/305-767-2100 

590  SUNDSTRAND  577     540  656 

4949  Harrison  Ave,  Rocklord,  IL  61 125/815-226-6000 

953  SUNGARD DATA  SYSTEMS    884     823  903 

1285  Drummers  Lane  Wayne,  PA  19087/610-341-8700 

149  SUNTRUST  BANKS  322      128  53 

25  Park  Place  NE  Atlanta,  GA  30303/404-588-771 1 

926  SUPERIOR  INDUSTRIES       872     752  937 

7800  Woodley  Ave,  Van  Nuys,  CA  91406/818-781-4973 

513  SUPERVALU  42     777  362 

1 1840  Valley  View  Rd,  Eden  Praine,  MN  55344/612-828-4000 

922  SURGICAL  CARE  AFFILIATES   943     875  949 

102  Woodmont  Blvd.  Nashville,  TN  37205/615-385-3541 

349  SYBASE  732     568  838 

6475  Christie  Ave,  EmcrYville,  CA  94608/510-922-3500 

912  SYBRON  880     818  877 

411  East  Wisconsin  Ave,  Milwaukee,  Wl  53202/414-274-6600 

995  SYMANTEC  924     897  985 

10201  Torre  Ave,  Cupertino.  CA  95014/408-253-9600 

898  SYNOPSYS  954     916  977 

700  East  Middielield  Rd,  Mountain  View,  CA  94043/415-962-5000 

626  SYNOVUS  FINANCIAL  794     578  287 

901  Front  Ave.  Columbus,  GA  31901/706-649-231 1 


187  SYSCO  87     270  461 

1390  Enclave  Pkwy.  Houston.  IX  77077/713-584-1390 


736  TALBOTS  726     787  887 

175  Beal  SI,  Hmgham,  MA  02043/617-749-7600 

564  TAM8RANDS  799     561  926 

777  Westchester  Ave,  White  Plains.  NY  10604/914-696-6000 

477  TANDEM  COMPUTERS         442     345  616 

19333  Valico  Pkwy  Cupertino. CA 95014/408-285-6000 

370  TANDY  215     287  435 

1800  One  Tandy  Center,  Fort  Worth,  TX  76102/817-390-3700 

391  TECO  ENERGY  585     379  430 

702  North  Franklin  St,  Tampa,  FL  33602/813-228-41 1 1 

785  TECUMSEH  PRODUCTS        548     455  698 

100  East  Patterson  St,  Tecumseh,  Ml  49286/517-423-8411 

771  TEKTRONIX  578     652  744 

26600  SW  Pkwy,  Wilsonville,  OR  97070/503-627-71 1 1 

66  TELE-COMMUNICATIONS      243     831  109 

5619  DIG  Pkwy,  Englcwood,  CO  80111/303-267-5500 

651  TELEDYNE  417     954  669, 

1901  Ave  of  the  Stars  Los  Angeles,  CA  90067/310-277-3311 

394  TELEPHONE  8,  DATA  760     727  487 

30  North  Lasalle  St,  Chicago,  IL  60602/312-630-1900 

414  TELLABS  854     662  929L 

4951  Indiana  Ave,  Lisle,  IL  60532/708-969-8800 

357  TEMPLE-INLAND  358     425  172 

303  South  Temple  Dr,  Diboll.  TX  75941/409-829-5511 

377  TENET  HEALTHCARE  384     302  432 

2700  Colorado  Ave.  Santa  Monica.  CA  90404/310-998-8000 

104  TENNECO  81      101  166 

1010  Milam  St.  Houston.  TX  77002/713-757-2131 

635  TERADYNE  783     668  847 

321  Harrison  Ave,  Boston,  MA  02118/617-482-2700 

950  TERRA  INDUSTRIES  516     753  815 

600  Fourth  SI,  Siou«  City.  lA  51101/712-277-1340 

49  TEXACO  15       56  84 

2000  Westchester  Ave.  White  Plains,  NY  10650/914-25;  4. L' 

130  TEXAS  INSTRUMENTS         101  90 

13500  North  Central  Expwy.  Dallas.  TX  75265/214-995-2011 

127  TEXAS  UTILITIES  192  99 

1601  Bryan  SI,  Dallas,  TX  75201/214-812-4600 

206  TEXTRON  108  156 

40  Westminster  St,  Providence,  Rl  02903/401-421-2800 

398  THERMO  ELECTRON  556  531 

81  Wyman  St  Waltham,  MA 02254/617-622-1000 

598  THERMO  INSTRUMENT        800  758 

504  Airport  Rd  Santa  Fe,  NM  87504/505-438-3171 

643  THOMAS  &BETTS  654  948 

1555  Lynnfield  Rd,  Memphis.  TN  38119/901-682-7766 

295  3COM  671  976 

5400  Baylront  Plaza.  Santa  Clara,  CA  95052/408-764-5000 

775  TIDEWATER  841      826  773 

1440  Canal  SI,  New  Orleans,  LA  70112/504-568-1010 

647  TIG  HOLDINGS  497     776  283| 

65  East  55lh  St,  New  York.  NY  10022/212-446-2700 

55  TIME  WARNER  148     981  122 

75  Rockefeller  Plaza  New  York,  NY  10019/212-484-8000 

402  TIMES  MIRROR  311      440  377] 

Times  Mirror  Square.  Los  Angeles.  CA  90053/213-237-5000 

727  TIMKEN  472     683  59(| 

1835  Dueber  Ave  SW.  Canton.  OH  44706/216-438-3000 

812  TJX  278     514  64t| 

770  CochituateRd,  Framingham  MA 01701/508-390-1000 

988  TOOTSIE  ROLL  INDUSTRIES  928  850 

7401  South  Cicero  Ave,  Chicago,  IL  60629/312-838-3400 

331  TORCHMARK  473  233 

2001  Third  Ave  South,  Birmingham,  AL  35233/205-325-4200 

763  TOSCO  169     587  61!| 

72  Cummings  Point  Rd,  Stamloid,  CT  06902/203-977-1000 
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Fiant  trees  tor  America 
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America  needs  more  trees 

The  Unitea  Slates  has  lost  a  third  of  its 
lorest  cover  in  the  last  2(K)  years. 
Our  towns  should  have  twice  as  many 
street  trees  as  the>  ha\  e  today. 

^"e  need  more  trees  around  our  homes 
and  throughout  our  communities.  We 
need  more  trees  to  protect  our  farm  fields 
and  our  rivers  and  streams.  To  provide 
wood  for  our  homes  and  a  thousand  prod- 
ucts we  use  even.  da\. 

10  Free  Trees 

The  National  .^rbor  Day  Foundation,  the 
world's  largest  tree-planting  en\  ironmen- 


tal  organization,  is  sponsoring  it?  Trees  for 
America  campaign  to  plant  millions  of 
trees. 

Here's  how  you  can  participate.  W'Tien 
you  join  the  Arbor  Da)"  Foundation  you 
will  receive  ten  free  Colorado  blue 
spruces,  or  other  conifers  selected  to 
grow  in  your  area. 

Colorado  blue  spruces  have  sUver  blue- 
green  color  and  compact  conical  shape. 
Spruces  can  be  planted  as  a  privacy 
screen,  as  an  energ\ -saving  windbreak,  as 
indi\idual  ornamentals,  or  as  living 
Christmas  trees. 

Your  trees  will  be  shipped  postpaid  at 
the  right  time  for  planting  in  your  area. 


February  through  May  in  the  spri 
October  through  mid  December 
fall.  The  six  to  twelve  inch  trees 
anteed  to  grow,  or  they  will  be  rc] 
free. 

To  become  a  member  an* 
receive  your  free  trees,  send  A 
membership  contribution  to  Teni* 
Spruces.  National  Arbor  1 
Foundation.  100  Arbor  Ave;i 
Nebra>ka  Cirv.  NE  68-tlO. 

Join  today,  and  plant  y  our 
for  .\merica! 

The  National 
.\rbor  Day  Foundaticj 


HELP  YOUNG  AMERICA  BRING 
A  WORLD  OF  TECHNOLOGY  TO 
MILLIONS  OF  STUDENTS. 
AND  A  WORLD  OF  GRIEF  TO 
OUR  COMPETITORS. 


he  w;is  designed  on  a  super  computer, 
istructed  of  the  most  advanced  materials.  And  in 
America's  Cup,  she'H  he  crewed  hy  some  of  the 


\i)Uiigsailoi's  111  tile  world,  .\lai\e  no  mistake, 
)iiiing  America  syndicate's  goal  is  to  win  the 
Nl  Irophy  in  sport.  But  there's  another  equally 
)rt:int  reason  for  our  being  -  education.  By  using 
« ;is  a  platform  for  lessons  on  everything  from 
on  to  aerodyiKunics,  hy  employing  on-line 


computer  links  with  the  chissroom,  and  by  sponsor- 
ing a  Walter  Oonkite  TV 
special,  we  plan  to 
make  learning  fun 

and  exciting  for  millioiiN  ' 
of  students. 

It's  a  lofty  goal,  and  one  you  can  help  us  reach 
(live  $S0  and  we'll  send  you  an  ofhcial  Yoimg 
America  poster  by  Maine  artist  [ohn  Gahl 
a  fair  market  value  of  $20 


\'m  m;irket  value,  $35. 

Send  $250  to  receive  an  A.T.Cross  Townsend 
Collection  pen.  Finished  in  18K  gold,  with  our  logo 
and  the  engraved  signature  of  skipper  Kevin 
Mahaney,  it  has  a  fair  market  value  of  $90. 

Finally,  with  a  donation  of  $500,  we'll  send  you 
an  original  collector's  quality  edition  print  of  John 
Gable's  Young  America  watercolor  Numbered  and 
signed  by  the  artist  as  well  as  by  skipper  Kevin 
Mahaney  and  PACT95  president  John  Marshall,  it 
h;Ls  a  fair  market  value  of  $  185. 
All  donors  will  also  receive  the  PACT95  newslet- 
ter and  official  Young 
America  lapel  pin 

and  decals. 
So  please, 
make 

your  tax-deductible  donation  today  And  help  us  put 
a  new  face  on  the 
Auld  Mug. 


A  $100  donation  will  earn  you  a  tl;ig  blue  AT  Cross 
Century  [len,  witli  tlie  Young  Anuria/  logo  on  tlie  clasp. 


cau1-800-2-PACT95 

to  make  your  donation.  Visa  "  or  Ma.ster(]ard'"  ;iccepted 


PACT9S,  1840  Quivira  Way,  San  Diego.  CA  92109  (619)  52.V91 19  1-ax  (61^)  525-1 183.  P.\cm  is  a  501  (c),i  Foundation  Donations  are  lax-deductible  to  tlie  full  extent  allowed  by  law 


IP  m  Power  ot  Iral 

lis  '  TradeRel-Ualttd  stales  PP]  /  i 


lere's  electrifying  news  for  you  and 
your  bottom  line.  TradeRef^  software 
lets  you  researcti  ttie  U.S.  and 
Canadian  tariffs,  explanatory  notes, 
U.S.  Customs  rulings,  NAFTA  rules 
of  origin  and  more — rigtit  from  your 
PC.  Classify  and  qualify  goods 
quickly,  save  time  and  money, 
and  determine  ttie  most  favorable 
duty  rates. 

Rich  in  features 

TradeRef  provides  powerful  tariff  and 
trade  information  on  one  CD-ROM  or 
multiple  3.5-in.  diskettes.  Zip  througti 
the  tariff  via  TradeRef's  keyword 
searcfi.  Open  multiple  documents 
and  view  ttiem  side  by  side.  Nothing's 
faster  or  smarter. 


TradeRef's  user- friendly  softwc 
lets  you  quickly  classify  goods 
check  explanatory  notes, 
research  trade  rulings,  apply 
NAFTA  rules  of  origin  and  mor 


4  power-packed  modules,  updated  every  quarter 

Start  with  one  or  both  base  modules— the  tJ.S.  Tariff  and  Canadian  Tariff.  Then  add  U.S.  Custom^ 
Rulings  and  NAFTA  Rules  of  Origin.  Subscribe  to  as  many  modules  as  you  need.  Eliminate  the 
expense  of  hard  copy  tariffs  and  reference  volumes  that  can  cost  more  than  $2,000  a  year. 

U.S.  Tariff  Sciiedule  (Module  1)  Canadian  Tariff  Scliedule  (I\^odule2) 
Move  rapidly  through  the  Harmonized  Commodity  Description  and  Coding  System  (HS)  to  make 
smart  exporting,  importing  and  sourcing  decisions.  Each  tnodule  links  Explanatory  Notes,  Legal  u 
Notes,  the  Trade  Action  Monitoring  System  (TAMS)  and  Parts  Database,  creating  a  powerfully 
interactive  tariff  resource. 


U.S.  Customs  Rulings  (Modules) 

Find  the  correct  classifications  fast  and  take  advantage  of  the  lowest  duty  rates.  In  seconds,  TradeRe' 
searches  through  24,000  trade  rulings  and  displays  only  those  that  pertain  to  your  products. 

NAFTA  Rules  of  Origin  (Module  4) 

It's  like  having  a  NAFTA  expert  in  your  PC.  Quickly  and  accurately  determine  whether  your  prod- 
uct gualifies  for  lower  duty  rates  under  NAFTA.  Create  a  documented  audit  trail,  eliminate  unnec- 
essary steps  and  save  time.  The  software  creates  the  NAFTA  Certificate  of  Origin. 

To  subscribe  or  for  more  information,  call  1-800-889-8723. 

It  you're  an  importer  exporter,  customs  broker,  or  trade  professional,  TradeRef  will  enhance  th 
way  you  access  tariff  and  trade  information.  Boost  your  bottom  line  with  TradeRef. 


s 


Hef 


Distributed  by  McGraw-Hill's  ■ 

'  Tower  Group  Inlernationalj,, 

Your  comprehensive  tariff  tool     128  Dearborn  St.,  Buffalo,  N.Y.  1420|  -^^ 


«NK  COMPANY 


OTHER  RANKINGS 
SALES     PROFITS  ASSETS 


m  TOTAL  SYSTEM  SERVICES    965  902 

1200  Sixth  Are,  Columbus,  GA  31901/706-649-2310 

119  TOYS 'R' US  128  131 

461  from  Rcl.  Paramus,  Nl  07652/201-262-7800 


993 


253 


56 


!71  TRANSAMERICA  198  159 

600  Montgomery  St,  San  Francisco,  CA  9411 1/415-983-4000 

>36  TRANSATLANTIC  HOLDINGS  696     541  423 

80  Pine  St,  New  Yoik,  NY  10005/212-770-2000 

)90  TRANSCO  ENERGY  367     936  396 

2800  Post  Oak  Blud,  Houston,  TX  77056/713-439-2000 

100  TRANSTEXASGAS  916     930  874 

363  Nortti  Sam  Houston  Pkwy  East,  Houston,  TX  77060// 13-447-3 1 1 1 

70  TRAVELERS  34       38  15 

65  East  55tli  St,  New  York,  NY  10022/212-891-8900 

'77  TRIBUNE  445     266  473 

435  Nortli  Michigan  he.  Chicago,  IL  6061 1/312-222-9100 

115  TRIMAS  839     793  868 

315  East  Eisenhower  Pkwy,  Ann  Arbor,  Ml  48108/313-747-7025 

28  TRINITY  INDUSTRIES  448     620  681 

2525  StemmonsFwy,  Dallas,  TX  75207/214-631-4420 

51  TRINOVA  494     693  756 

3000  Strayer,  Maumee,  OH  43537/419-867-2200 

30  TRITON  ENERGY  999     967  861 

6588  North  Central  Expwy,  Dallas,  TX  75206/214-691-5200 

27  TRW  120      189  300 

1900  Richmond  Rd,  Cleveland,  OH  44124/216-291-7000 

56  TURNER  BROADCASTING      369     814  395 

100  International  Blvd,  Atlanta,  GA  30303/404-827-1700 

62  TYCO  INTERNATIONAL         276     398  441 

One  Tyco  Park,  Exeter,  NH  03833/603-778-9700 

82  TYSON  FOODS  202     944  408 

2210  West  Oaklawn  Dr,  Springdale,  AR  72762/501-290-4000 


u 


95 


36  U.S.  BANCORP  469  388 

1 1 1  SW  5th  Aue,  Portland,  OR  97204/503-275-611 1 

38  U.S.  CELLULAR  917  923 

3410  West  Brvn  Mawr,  Chicago,  IL  60631/312-399-8900 

J7  U.S.  HEALTHCARE  354  168 

980  Jolly  Rd,  Blue  Bell,  PA  19422/215-628-4800 

'3  U.S.  SHOE  400  871 

One  Eastwood  Di,  Cincinnati,  OH  45227/513-527-7000 

9)9  U.S.  SURGICAL  695  909 

150  Glover  Ave,  Nocwalk,  CT  06856/203-845-1000 

)5  UAL  57  632 

1200  East  Algonriurn  Rd,  Elk  Grove  Village,  IL  60007/708-952-4000 

'2  UJB  FINANCIAL  651      424  133 

301  Carnegie  Center,  Princeton,  NJ  08543/609-987-3200 

(7  ULTRAMAR  409  724 

Two  Pickwick  Plaza,  Greenwich,  CT  06830/203-622-7000 

'7  UNICOM  172  162 

10  South  Dearborn  St,  Chicago,  IL  60690/312-394-4321 

ei5  UNIFI  562  591 

7201  West  friendly  Rd,  Greensboro,  NC  27410/910-294-4410 

i7  UNION  BANK  638     642  123 

350  Calitornia  St,  San  Francisco,  CA  94104/415-445-0200 

UNION  CAMP  308  460 

1600  Valley  Rd,  Wayne,  NJ  07470/201-628-2000 

UNION  CARBIDE  219  169 

39  Old  Ridgebur^  Rd,  Danbury,  CT  06817/203-794-2000 

UNION  ELECTRIC  456  199 

1901  Chouteau  Ave,  St  Louis,  MO  63103/314-621-3222 

UNION  PACIFIC  143  57 

Eighth  S,  Eaton  Ave,  Bethlehem,  PA  18018/610-861-3200 

UNION  TEXAS  PETROLEUM   757  688 

1330  Post  Oak  Blvd,  Houston,  TX  77056/713-623-6544 

UNISYS  147  487 

Township  Line  S  Union  Meehng  Rds,  Blue  Bell,  PA  19424/215-986-401 1 

UNITED  ASSET  MGMT.         856     738  777 

One  International  Place,  Boston,  MA  021 10/617-330-8900 

UNITED  HEALTHCARE  279  216 

9900  Bren  Rd  East,  Mmnetonka,  MN  55343/612-936-1300 

'9  UNITED  TECHNOLOGIES         28  114 

One  Financial  Plaza,  Harttord,  CT  06103/203-728-7000 

to  UNITRIN  581  396 

One  East  Wacker  Dr,  Chicago,  IL  60601/312-661-4600 

7  UNIVERSAL  FOODS  704  664 

433  East  Michigan  St.  Milwaukee,  Wl  53202/414-271-6755 
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135  UNOCAL  140     447  215 

1201  West  Fifth  St,  Los  Angeles,  CA  90017/213-977-7600 

326  UNUM  288     381  158 

221 1  Congress  St,  Portland,  ME  04122/207-770-2211 

157  UPJOHN  315      133  324 

7000  Portage  Rd,  Kalamazoo,  Ml  49001/616-323-4000 

40  US  WEST  95       33  90 

/800  East  Orchard  Rd,  Englewood,  CO  801 11/303-793-6500 

616  USF&G  324     273  148 

100  Light  St,  Baltimore,  MD  21202/410-547-3000 

751  USG  432     982  524 

125  South  franklin  SI,  Chicago,  IL  60606/312-606-4000 

875  USLIFE  520     535  264 

125  Maiden  Lane.  New  York,  NY  10038/212-709-6000 

167  UST  613      170  820 

100  West  Putnam  Ave,  Greenwich,  CT  06830/203-661-1 100 

212  USX-MARATHON  GROUP        71      198  190 

600  Grant  St,  Pittsburgh,  PA  15219/412-433-1121 

382  USX-U.S.  STEEL  GROUP       178     320  274 

600  Grant  St,  Pittsburgh,  PA  15219/412-433-1  121 

645  UTILICORP  UNITED  551      545  444 

91 1  Mam  St,  Kansas  City,  MO  64105/816-421-6600 


978  VALASSIS  COMMONS.         830     945  971 

361 11  Schoolcraft  Rd,  Livonia,  Ml  48150/313-591-3000 

952  VALERO  ENERGY  488     892  485 

530  McCullough  Aue,  San  Antonio,  TX  78215/512-246-2000 

848  VALHI  727     907  809 

5430  LBI  Fwy,  Dallas,  TX  75240/2 14-233- 1 700 

968  VALLEY  NATIONAL  940     737  403 

1445  Valley  Rd,  Wayne,  NJ  07470/201-305-8800 

954  VALSPAR  740     813  935 

1101  Third  St  South,  Minneapolis,  MN  55415/612-332-7371 

580  VALUE  HEALTH  683     796  888 

22  Waterville  Rd,  Avon,  CT  06001/203-678-3400 

768  VANGUARD  CELLULAR         973     958  915 

2002  Pisgah  Church  Rd,  Greensboro,  NC  27455/910-282-3690 

674  VARIAN  ASSOCIATES  525     569  757 

3050  Hansen  Way,  Palo  Alto,  CA  94304/415-493-4000 

565  VARITY  423     490  589 

672  Delaware  Ave,  Buffalo,  NY  14209/716-888-8000 

387  VASTAR  RESOURCES  517     395  642 

15375  Memorial  Dr,  Houston,  TX  77079/713-584-6000 

919  VENCOR  894     874  928 

400  West  Market  St,  Louisville,  KY  40202/502-569-7300 

306  VF  213     224  429 

1047  North  Park  Rd,  Wyomissing,  PA  19610/610-378-1151 

50  VIACOM  151      429  77 

1515  Broadway,  New  York,  NY  10036/212-258-6000 

685  VIKING  OFFICE  PRODUCTS    786     847  967 

13809  South  Figueioa  SI  Los  Angeles,  CA  90061/213-321-4493 

621  VISHAY INTERTECHNOLOGY  681      739  689 

63  Lincoln  Hwy.  Malvern.  PA  19355/610-644-1300 

976  VIVRA  932     879  962 

400  Primrose,  Burlingame,  CA  94010/415-348-8200 

888  VONS  211      893  531 

618  Michillinda  Ave,  Aicadia,  CA  91007/818-821-7000 

977  VORNADO  REALTY  TRUST     993  844 

Paik  80  West,  Saddle  Brook,  NJ  07663/201-587-1000 

490  VULCAN  MATERIALS  605  526 

One  Metroplex  Dr,  Birmingham,  AL  35209/205-877-3000 


927 


719 
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163  WACHOVIA  356      124  57 

301  North  Mam  St,  Winston-Salem,  NC  27102/910-770-5000 

5  WAL-MART  STORES  4       12  64 

702  SW  Eighth  St,  Bentonville,  AR  72716/501-273-4000 

169  WALGREEN  112     214  447 

200  Witmot  Rd,  Deertield,  IL  60015/708-940-2500 

83  WARNER-LAMBERT  166       89  308 

201  Tabor  Rd,  Morris  Plains,  NJ  07950/201-540-2000 

936  WASHINGTON  FEDERAL       931      566  384 

425  Pike  St,  Seattle,  WA  98101/206-624-7930 

927  WASHINGTON  GAS  LIGHT     708     743  674 

1 100  H  St  NW,  Washington,  OC  20080/703-750-4440 
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WASHINGTON  MUTUAL        595     360  111 

1201  Third  Ave,  Seattle,  WA  98101/206-461-2000 

WASHINGTON  POST  529     365  634 

1 150  15th  St  NW,  Washington,  DC  20071/202-334-6000 

WASHINGTON  WATER         788     630  590 

1411  East  Mission  Ave,  Spokane,  WA  99202/509-489-0500 

WEINGARTEN  REALTY         982     827  841 

2600  Citadel  Plaza  Dr,  Houston,  TX  77008/713-866-6000 

WEIS  MARKETS  543     636  785 

1000  South  Second  St,  Sunbury,  PA  17801/717-286-4571 

WELLMAN  692     698  741 

1040  Broad  St,  Shrewsbury.  NJ  07702/908-542-7300 

WELLPOINT  HEALTH  370     301  515 

21555  Oxnard  St,  Woodland  Hills.  CA  91367/818-703-4000 

WELLS  FARGO  214       70  40 

420  Montgomery  St,  San  Francisco,  CA  94104/415-477-1000 

WENDY'S  INTERNATIONAL    579     530  739 

4288  West  Dublin-Granville  Rd,  Dublin,  OH  43017/614-764-3100 

WESCO  FINANCIAL  987      900  764 

301  East  Colorado  Blvd,  Pasadena,  CA  91 101/818-585-6700 

WEST  ONE  BANCORP  790     511  225 

101  South  Capitol  Blvd,  Boise,  ID  83702/208-383-7000 

WESTERN  ATLAS  443     625  513 

360  North  Crescent  Dr,  Beverly  Hills,  CA  90210/310-888-2500 


WESTERN  NATIONAL  791      655  234 

5555  San  Felipe  Rd,  Houston,  TX  77056/713-888-7800 

WESTERN  RESOURCES        528     333  321 

818  Kansas  Ave,  Topeka,  KS  66612/913-575-6300 

WESTINGHOUSE  ELECTRIC    125     631  193 

11  StanwixSf,  Pittsburgh,  PA  15222/412-244-2000 

WESTVACO  375     414  386 

299  Park  Ave,  New  York,  NY  10171/212-688-5000 

WEYERHAEUSER  99      113  159 

33663  Weyerhaeuser  Way  South,  Federal  Way,  WA  98003/206-924-4560 

WHEELABRATOR  592     335  433 

liberty  Lane,  Hampton,  NH  03842/603-929-3000 

WHIRLPOOL  139     377  270 

2000  M-63  North,  Benton  Harbor,  Ml  49022/616-923-5000 

WHITMAN  392     498  547 

3501  Algonquin  Rd,  Rolling  Meadows,  IL  60008/708-818-5000 

WILLAMETTE  INDUSTRIES    349     349  452 

3800  First  Interstate  Tower,  Portland,  OR  97201/503-227-5581 

WILLIAMS  500     370  320 

One  Williams  Center,  Tulsa,  OK  74172/918-588-2000 

WILMINGTON  TRUST  898     581  346 

1 100  North  Market  St,  Wilmington,  DE  19890/302-651-1000 

WINN-DIXIE  STORES  89     289  526 

5050  Edgewood  Court,  Jacksonville.  FL  32254/904-783-5000 


WISCONSIN  CENTRAL         953  848 

6250  North  River  Rd,  Rosemoni,  IL  60018/708-318-4600 

WISCONSIN  ENERGY  503  341 

333  West  Ererett  St,  Milwaukee,  Wl  53203/414-221-2345 

WITCO  437  493 

One  American  Lane,  Greenwich,  CT  06831/203-552-2000 

WMX  TECHNOLOGIES  103  76 

3003  Butferfield  Rd,  Oak  Brook,  IL  60521/708-572-8800 

WOOLWORTH  126  990 

233  Broadway,  New  York,  NY  10279/212-553-2000 

WORTHINGTON  INDUSTRIES  569  521 

1205  Dearborn  Dr,  Columbus,  OH  43085/614-438-3210 

WPL  HOLDINGS  735  681 

222  West  Washington  Ave,  Madison,  Wl  53703/608-252-331 1 

WRIGLEY(WM.)JR.  533  275 

410  North  Michigan  Ave,  Chicago,  IL  60611/312-644-2121 


XYZ 


73  XEROX  50  74 

81)0  Long  Ridge  Rd,  Stamford,  CT  06904/203-968-3000 

571  XILINX  923  784 

2100  Logic  Dr,  San  Jose,  CA  95124/408-559-7778 

893  XTRA  910  725 

60  State  St,  Boston,  MA  02109/617-367-5000 

594  YORK  INTERNATIONAL        413  560 

631  South  Richland  Ave,  York,  PA  17403/717-771-7890 

941  ZURICH  REINSURANCE        962  966 

One  Chase  Manhattan  Plaza,  New  York,  NY  10005/212-89! 
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Finance 


BANKS 


WAITING  FOR  GLASS-STEAGALL 
TO  SHAHER 

Repeal  is  in  sight,  and  banks,  insurers,  and  brokers  have  their  wallets  out 


Ihor  W.  Hron  sounds  a  little  like  a 
kid  in  a  candy  shop  when  he  talks 
about  where  to  take-  Midland  Insu- 
rance Co.  next.  The  Columbus  (Ohio)- 
based  insurer  just  converted  ft'om  mutu- 
al to  public  ownership,  and  now,  with 
gTeater  access  to  the  cajjital  markets, 
Hron,  Midland's  president  and  CEO,  is 
mulling  potential  acquisitions.  He  fig- 
ures he  may  buy  a  couple  of  insui'ance 
companies  over  the  next  18  months  or 
so — and  then,  he  says,  who  knows?  If 
regulations  allow,  "we  would  not  close 
our  eyes  to  a  deal  with  a  bank." 

Hron  is  not  alone.  Investment  bank 
Donaldson,  Luflvin  &  Jenrette,  current- 
ly owned  by  Equitable  Cos.,  has  recent- 
ly talked  to  banks  about  being  acquired. 
And  aci'oss  the  country,  financial  ser- 
vices executives  are  starting  to  plan 
foi' — or  at  least  daydream  about — the 
increasingly  likely  repeal  of  the  decades- 
old  barriers  created  by  the  Depression- 
era  Glass-Steagall  Act  and  other  regula- 
tions. The  result  could  eventually  be  a 
dramatic  remaking  of  the  financial  ser- 
vices industry. 

PILEUP.  Although  many  restrictions  ha\'e 
fallen  by  the  wayside  in  recent  years, 
rules  still  generally  prohibit  mergers 
between  banks  and  such  financial  institu- 
tions as  securities  firms  and  insurers. 
Congress  and  the  Clinton  Administi'a- 
tion  are  now  advocating  refonn  of  Glass- 
Steagall,  and  the  consensus  among  fi- 
nancial services  experts  is  that  the 
regulations  will  be  gone  by  the  end  of 
199(i.  Senator  Alfonse  D'Amato  (R.- 
N.  Y.)  and  Repi-esentative  Richard  Bak- 
er (R.-L;i.)  are  even  ])roposing  that 
banks,  securities  firms,  and  insurers  be 
permitted  to  combine  with  each  other 
and  with  nonfinancial  companies. 

The  potential  ramifications  will  be 
gradual  but  substantial.  "It  won't  be  a 
stamjjede,  but  there  will  be  some  major 
transactions  which  will  change  the  com- 
petitive landscaj^e,"  says  cs  Fu-st  Boston 
managing  director  Richard  E.  Thorn- 
burgh.  The  big  will  definitely  get  bigger, 
as  size  becomes  more  important  to  re- 
main competitive.  It's  even  conceivable 


that  a  big  foreign  bank  such  as  Deutsche 
Bank  could  buy  a  major  American  fii-m, 
perhaps  Merrill  Lynch,  Goldman  Sachs, 
or  Morgan  Stanley.  And  as  financial  com- 
panies diversify,  corporations  will  find 
they  can  choose  between  many  more  fi- 
nancial services  providers  and  often  ob- 
tain lower  prices. 

Not  ever\'<iiic  will  licnctit.  lniwcxii-. 


ing  Sears  Roebuck,  American  Expres 
and  Prudential  Insurance.  And  if  to 
many  companies  pile  into  the  same  bus 
nesses  at  once,  they  will  squeeze  oi 
the  profits. 

Still,  the  likely  winners  stand  to  wi 
big.  Citicorp,  Merrill  Lynch,  AmericE 
International  Grouji,  and  other  financi 
-liA'iri.'s  hcliciiKillis  ha\'c  an  I'il'^i- 


Many  insurance  agencies,  mutual  insu- 
rance companies,  and  small  banks  and 
brokers  will  likely  lose  market  shai'e  to 
big  players  and  will  be  bought  up,  not 
necessarily  at  generous  prices,  or  pushed 
out  of  business.  Kenneth  A.  Guenther, 
pi'esident  of  the  Independent  Bankers 
Assn.,  who  is  vehemently  opposed  to 
Glass-Steagall  reform,  labels  the  D'Am- 
ato proposal  "a  fonnula  for  massive  eco- 
nomic and  financial  concentration." 

Overly  aggressive  acquirers,  though, 
could  also  get  hurt.  Past  attempts  at 
diversification  in  financial  services  have 
tripped  up  scores  of  companies,  includ- 


cause  they  already  ha\'e  experience  iiL 
variety  of  financial  services  business  j. 
they  were  not  s]3ecifically  prohibit  j 
from  entering  or  where  they  found  n  5 
ulatoiy  loopholes.  Some  large,  well-r  ^ 
regional  banks  such  as  Minneapolis'  N  (, 
west  Coip.  have  taken  similar  steps  i  {)., 
are  also  positioned  to  gain.  [[,. 

Corporate  executives  are  also  eag 
ly  looking  forward  to  regiilatoiy  refoi 
Buel  T.  Adams,  vice-president  and  tre  } . 
urer  of  cBi  Industries  Inc.,  an  Cj^ 
Brook  (111.)  diversified  industrial-j 
comjjany,  calls  the  prospect  of  the  dis  1  j 
lution  of  Glass-Steagall  a  "win"  for  bi  ) 


166  BUSINESS  WEEK  /  MARCH  27  1995 


ess.  In  pai'ticulai',  he  expects  lower 
rices  fi-om  in\'estiTie!it  bankers  as  com- 
lercial  banks  make  gTowing  inroads  on 
fall  Street.  "The  most  exorbitant  fees 
jmj^anies  like  us  jiay  are  for  invest- 
lent  banking  services,"  Adams  says. 

Smaller  financial  s.^rvices  players  will 
Dt  fai'e  neai-ly  as  well.  For  example,  in- 
irance  agents  are  up  in  arms  about 
le  prospect  of  dereg^llation.  Comprising 
le  of  the  most  costly  distribution  sys- 
!ms  for  financial  sei'vices,  agents  would 
i  vulnerable  if  banks  with  lower-cost 
lies  networks  started  issuing  and  mar- 
jting  the  same  products  they  sell.  Ciu- 
■ntly  banks  are  generally  barred  from 
suing  their  own  insurance  products, 
hich  cuts  the  potential  profit. 

Small  insui-ance  companies  are  also  at 
ik.  Says  one  lobbyist  for  a  major  insu- 
•r:  "If  you  go  down  the  ladder,  you 
dckly  reach  a  point  wiiere  people  view 
is  as  a  threat — e'sjiecially  the  mutuals" 
!cause  they  don't  have  the  same  ac- 
ss  to  capital.  That's  paitly  why  compa- 
ss such  as  Midland  ixre  tiying  to  demu- 


ilize  and  go  publh    iJolx-it  D.  Bates, 
iirman  and  ceo  of  Guarantee  Mutual 
fe  Co.,  a  $1  billion  insurer  in  Omaha, 
;.  /s  he  aims  to  go  public  because  "you 
!'8d  greater  mass  to  be  able  to  com- 
:  :e  and  grow"  as  competition  intensifies. 
: Brokers  ai-e  equally  vulnerable  to  the 
-ely  wave  of  takeovers.  Oppenheimer 
'Co.  is  currently  talking  to  ing,  the 
I  itch  bank  and  insurance  giant.  Firms 
:h  strong  national  networks  of  bro- 
i  ;^,  such  as  A.  G.  Edwards  Inc.  or  Ed- 
rd  D.  Jones  &  Co.,  are  also  attrac- 
•e.  Both  Benjamin  F.  Edwards  III, 
10  of  A.  G.  Edwai'ds,  and  John  W. 


Bachmann,  CEO  of  Edward  D.  Jones, 
say  their  fiiTOS  aren't  foi-  sale.  But  the 
appetite  of  acquirers  is  unmistakable. 

Mutual-fund  fh'ms  could  also  be  more 
vulnerable  as  more  comi)anies  diversify. 
Small  outfits  are  obvious  targets,  but 
bigger  ones  could  be  as  well:  Experts 
say  T.  Rowe  Price  Associates,  with  $58 
billion  under  management,  has  wide  ap- 
peal thanks  to  solid  fund  performance 
and  earnings.  A  spokeswoman  says  the 
company  plans  to  stay  independent. 
EQUAL  FOOTING.  As  for  banks,  consolida- 
tion has  been  rapid  foi-  several  years, 
but  experts  expect  the  pace  to  acceler- 
ate. Once  again,  small  institutions  are 
most  vulnerable.  Larry  G.  Mayewski, 
senior  vice-president  at  insurance-rat- 
ing agency  A.  M.  Best  Co.,  predicts  that 
strong  insurance  companies  could  go  af- 
ter banks  for  their  distribution  net- 
works. Well-capitalized  superregional 
banks  such  as  NationsBank  Corp.  and 
Banc  One  Corp.  could  also  be  more  ac- 
tive buyers.  Foreign  banks  could  step 
up  their  U.  S.  expansion  plans  as  well. 


Xut  all  the  smaller  players  are  wor- 
ried. At  the  right  price,  "getting  taken 
out  may  be  a  good  deal,"  says  William 
B.  Weaver,  co-head  of  the  financial  ser- 
vices gi-oup  at  Lehman  Brothers.  Some 
beheve  that  they  can  compete  success- 
fully even  against  bigger  rivals.  William 
E.  Martin,  president  and  ceo  of  Pio- 
neer Bancorporation  in  Reno,  Nev.,  and 
a  former  deputy  comptroller  of  the  cur- 
rency, says  that  technology  enables  his 
institution  to  offer  the  same  products 
that  financial  supermarkets  could  offer. 
"Our  computer  runs  just  as  fast,"  he 
says.  "There  ai-e  no  products  that  [Bank 


of  America]  can  introduce  that  I  can't." 

Nor  is  it  clear  that  the  financial- 
supermarket  builders  will  be  all  that 
proficient.  Many,  such  as  Pindential  In- 
sui'ance,  have  i\m  into  big  trouble  diver- 
sifying. Cultural  reasons  loom  large.  Ir- 
ving W.  Weiser,  ceo  of  broker  Dain 
Bosworth  Inc.,  which  is  40%  employee- 
owned,  warns  that  his  industry  "does 
best  when  left  to  lai-ge  employee  owTier- 
ship  and  entrepreneurship.  It  doesn't 
fit  particularly  well  in  a  more  struc- 
tured environment." 

But  mainly,  the  trouble  is  simply  poor 
judgment.  "Just  because  you  find  a  way 
to  acquire  a  wiiole  new  line  of  business 
doesn't  mean  you're  going  to  be  able 
to  do  it  profitably,"  says  William  F. 
Ford,  professor  of  finance  at  Middle 
Tennessee  State  University  and  a  for- 
mer president  of  the  Federal  Reserve 
Bank  of  Atlanta.  "Most  of  the  financial 
disasters  have  been  cases  where  peo- 
ple had  the  right  to  get  into  a  new  line 
of  business  and  botched  it." 

Michael  J.  Murray,  executive  vice- 


LOSERS 


SMALL  BANKS  AND 
BROKERS  will  lose  market 

share  to  more  big  competi- 
tors. Some  will  also  be  vul- 
nerable to  takeovers  by  banks, 
insurers,  and  securities  firms 
seeking  new  distribution 
channels.  Potential  acquirees 
include  national  brokers  A.G. 
Edwards  and  Edward  D.  Jones. 
But  with  more  bidders,  sellers 
might  be  able  to  command 
higher  prices. 

MBEPEHBEm  MSmfiMCE 
AGEMTS  will  face  intense 
competitive  pressure  if  more 
insurance  products  are  issued 
and  sold  by  banks  and  brokers 
looking  to  get  into  new  lines  of 
business.  Rivals'  distribution 
costs  are  significantly  lower. 

DATA:  BUSINESS  WEEK 

president  and  head  of  coiporate  banking 
for  BofA,  questions  the  widespread 
interest  among  acquirers  to  get  into  in- 
vestment banldng.  "Tell  me  again,  boys 
and  girls,  why  you're  dying  to  get  into  a 
business  that  just  had  a  terrible  year. 
There's  a  lot  of  pretty  sobering  history 
to  investment  banking."  But  as  the  jjace 
of  reform  accelerates,  financial  institu- 
tions will  have  to  exhibit  a  lot  more  dis- 
cipline than  they  normally  do  to  make 
sure  that  history  doesn't  repeat  itself. 

By  Kelleij  Holland,  Leah  Nathans 
Spiro,  and  Phillip  L.  Zweig  iv  New 
York,  witli  bureau  I'epoiis 
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Who  Wins  and 
Who  Loses  If 
Glass-Steagall 
Is  Abolished 

DIVERSIFIED  FINANCIAL 
SERVICES  GIANTS  such  as 
Merrill  Lynch,  Travelers  Insu- 
rance, and  Citibank  should 
have  the  scale  and  expertise 
to  increase  market  share. 

eiG  COHPOIRATIONS  will 
have  more  financial  compa- 
nies vying  to  offer  them  simi- 
lar services,  and  possibly 
package  deals,  which  will 
lower  the  cost  of  borrowing 
money  or  issuing  stock. 
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VISIONS  OF  A  SOFT  LANDING 

HAVE  WALL  STREET'S  HEART  RACING 

If  growth  remains  modest  and  inflation  stays  quiet,  bulls  see  the  Dow  at  5000  in  '97 


It's  Thanksgiving,  1994.  The  stock 
market  has  been  knocked  around  for 
the  better  part  of  a  year.  The  Dow 
Jones  industrial  average  is  at  3675 — 
below  where  it  started  the  year.  Then, 
over  the  next  thi'ee  months,  the  mai'ket 
is  hit  with  the  Orange  County  deriva- 
tives mess,  the  suiprise  devaluation  of 
the  Mexican  peso,  a  devastating  earth- 
quake in  Japan,  the  collapse  of  one  of 
the  world's  most  venerable  investment 
banks,  and  the  U.  S.  Senate's  failure  to 
pass  the  balanced-budget  amendment. 
Top  it  all  off  with  a  run  on  the  U.  S.  dol- 
lai"  that  sends  the  gi'eenback  plunging  to 
record  lows. 

What  do  you  get?  A  Dow  that's  at 
4040  and  poised  to  go  liigher  "The  mai-- 
ket  has  sloughed  off  eveiy  adversity," 
says  Byi'on  R.  Wien,  U.  S.  investment 
strategist  for  Morgan  Stanley  &  Co. 
Why  is  the  market  pushing  higher  and 
confounding  the  pros?  The  unusual  com- 
bination of  falling  interest  rates  and 
high  proiitability. 

So  far  this  year,  the  yield  of  the  30- 
year  U.  S.  Ti'easuiy  bond  has  dropped 
about  one-half  a  percentage  point,  to 
7.36%.  Measured  from  the  November 
high  in  interest  rates,  the  yield  is  down 
four-fifths  of  a  percentage  point.  Even 
more  amazing  perhaps  is  that  the  yield 
on  the  10-year  bond,  at  7.09%,  has 
ch'opped  nearly  three-quaiters  of  a  per- 
centage point  so  fai'  this  year  and  neai'- 
ly  a  whole  percentage  point  from  its 
high.  Lower  interest  rates  raise  valua- 
tions for  stocks  across  the  board. 
PLAY  OR  PAY.  The  more-than-10%  de- 
cline in  interest  rates  this  year  has 
helped  push  the  Dow  up  5.3%.  The 
broader  Standard  &  Poor's  500-stock  in- 
dex, at  492,  has  climbed  7.1%-.  Market 
analyst  Laszlo  Birinyi  of  Birinyi  Asso- 
ciates thinks  there's  more  buying  ahead 
from  institutional  investoi-s  and  mutual- 
fund  managers,  who  will  try  to  make 
up  for  their  poor  returns  of  the  past 


year.  "Many  undeiiJerfonned  last  year 
and  explained  it  away  as  a  lousy  mar- 
ket," he  says.  "But  this  yeai',  we  have  a 
strong  market,  and  not  to  participate 
in  it  is  unpalatable." 

But  perha])s  the  more  important  mes- 
sage from  the  bond  market  is  that  the 
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out  to  do."  The  soft  landing,  not( 
Thomas  M.  Keresey,  chaimian  of  Pal 
Beach  Investment  Advisers  Inc.,  "e: 
tends  the  economic  cycle  and  the  bi 
market.  In  two  years,  we'll  be  talkir 
about  Dow  5000." 

Dow  5000?  Soft  landing?  Those  ide; 
still  raise  eyebrows  on  Wall  Street.  "Tl 
only  ])roblem  with  the  market  gettii 
excited  over  a  soft  landing  is  that  tl 
Fed  has  never  been  able  to  enginei 
one,"  says  Christopher  R.  Castroviej 
who  i"uns  Parallax  Paitners  LP,  a  hedj 
fund.  "Every  business  cycle  gO' 
thi-ough  a  soft  quarter  that  people  mi 
take  for  a  soft  landing."  Castroviej( 
fund  was  100%'  long  from  Decemb 
thi-ough  FebiTiaiy.  but  now  he's  thinkii 
about  some  short  sales. 
DAZZLING  POTENTIAL.  And  though 
soft  landing  beats  a  recession  or  inf 
tion  any  day,  it  can  have  a  downside 
well — slower  earnings  gr-owth.  "It's  ii 
possible  to  slow  gdp  and  get  high 
earnings,"  warns  investment  strategi 
Jeffrey  M.  Applegate  of  cs  First  Be 
ton.  Lower  interest  rates  offset  some 
the  slowdowii  in  earnings  growth,  b 
Applegate  thinks  there's  little  marg 
for  error. 

The  bulls'  case  does  not  rest 
shaii^ly  higher  earnings.  But  eamin 
have  the  potential  to  daz: 
investors.  Coi-porate  prol 
ability,  as  measui'ed  by  retu 
on  equity,  is  the  highest  it  h 
been  in  years.  Corporatio 
H  continue  to  downsize  and  sh 
!  unprofitable  businesses,  a  proc( 
that  is  keeping  a  damper  on 
bor  costs  as  well.  That  mea 
more  incremental  revenue 
ig  to  the  shareholders'  bottom  lii 
.it  even  without  big  earnings  gar 
nvironment  of  stable  or  declini 
■est  rates  and  low  inflation  can 
't  for  stocks.  Goldman's  Cohen  sil 
3&P  historically  trades  at  a  priij 
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economy  is  slowing  and  com- 
ing in  for  a  soft  landing, 
while  inflation — a  major 
worry  of  markets  last 
yeai' — is  not  perceived  to  be  a  tlu'eat.  In 
that  light,  "what's  going  on  in  the  stock 
and  bond  mai'ket  makes  perfect  sense," 
says  Abby  Joseph  Cohen,  investment 
strategist  for  Goldman,  Sachs  &  Co. 
"The  Fed  has  accomplished  what  it  set 
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Despite  the  Japanese  earthquake,  the  peso  debacle, 
and  the  Barings  failure,  the  Dow  hasn't  missed  a  beat 
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Why  Your  Competition  Dop:sn't 
Need  You  To  Faiu,  Only  To  Hesitate. 


In  early  1874,  an  inventor  named  Elisha  Gray  transmitted  a  few  faint  musical  notes  over  a 
telegraph  wire.  And  if  he  could  send  music,  then  what  next?  The  human  voice.  A  word.  (Conversation. 
The  New  York  'linies  reported  predictions  of  a  "talkinj^  tele.^raph,"  and  the  public  grew  eager  for  it. 
Just  one  year  later.  Gray  helievedJJ^^  he  had  the  answer.  Tin  can-like  \oice  chambers 

connected  by  a  wire  and  a  liquid  that  could ^Py^       turn  \'ibrations  into  signals.  But 

inexplicably,  he  didn't  put  his  %|^^^lidea  on  paper  for  "^  ^^Bl two  months.  And  after  finally 
making  a  sketch,  he  waited   i^Hm        fc^ir  more  days  ',~LJ^^  before  he  went  to  the  patent 


office.  When  he  arriv  ed,  Mr.  GraxllB 

was  told  that,  ^'^fll^  a  mere  two  hours  earlier,  a  school- 
teacher  named  Alexander  Graham  T;^r  1^*^"  '^urst  through  f^^T  the  door  with  his  o\\  n  sketch.  Ot 
voice  chambers.  Connected  by  ^''  -i    a  wire.  The  sketches,  jf  (fCiray's  and  Bell's,  were  identical. 
The  two  men  were  not. 

Corporations,  like  people,  have  simple  and  human  frailties:  they  assume,  they  wait.  Keep 
that  in  mind  when  you  look  at  how  your  company  manages  logistics  and  freight  transportation. 
Today,  it  can  cost  up  to  35%  of  your  gross  sales.  Have  you  committed  t<j  intermodal  yet.'^  Or  is  it 
still  a  plan.''  An  intention.' 

We're  the  only  transportation  company  in  the  country  with  truck,  rail,  and  terminal  oper- 
ations spanning  all  of  North  America.  And  as  intermodal  becomes  less  a  choice  and  more  an 
imperative,  companies  like  yours  are  building  their  future  with  us.  The  most  aggressive  want 
long-term  contracts.  Vvom  a  partner  that's  focused  on  intermodal,  in  control  of  the  nation's 
most  extensive  network,  and  able  to  create  the  value  you  need  to  compete. 

If  you'd  like  to  learn  more,  we  encourage  you  to  use  what  was  known  for  nearly  a  century 
as  "Ma  Bell" — and  not  "Ma  Gray" — merely  because  one  man  unearthed  his  sense  of  urgency 
too  late.  Our  number  is  1-800-279-677*^^.  And  now  is  an  excellent,  e\en  perfect,  time  to  call. 


csz 


INTERMODAL 
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to-eainings  ratio  of  16.5  when  inflation  is 
3%  or  less,  yet  the  cun-ent  price  of  the 
s&p  is  only  13.7  times  expected  1995 
ear-nings.  If  the  stocks  rose  to  make  up 
only  half  that  gap,  the  s&P  would  climb 
to  543  and  the  Dow  well  over  4400. 

The  bulls  ai"e  going  after  high-quality 
large-capitalization  growth,  shying  away 
from  more  speculative  plays.  "Where 
investors  see  steady  and  predictable 
growth,  they'll  pay  up  for  it,"  says  mu- 
tual-fund manager  Elizabeth  Bi'amwell 
of  Bramwell  Capital  Management.  That's 
why  stocks  such  as  Abbott  Laborato- 
ries, Johnson  &  Johnson,  Microsoft,  Mc- 
Donald's, and  Procter  &  Gamble  are  on 
many  buy  lists. 

Such  big  companies  are  also  allur- 
ing because  they  have  sigTiificant  busi- 
ness abroad,  where  they  may  be  helped 
by  the  weak  dollar.  That  could  be  an- 
other reason  why  small-company  stocks 
have  been  left  behind  in  the  rally,  says 
Thomas  A.  Frank,  lead  portfolio  man- 


PENNY  STOCKS 


"Where  investors 
see  steady  and 
predictable  growth, 
they'll  pay  up  for  it" 


ager  of  the  Dreyfus  New  Leaders 
Fund.  Still,  he  adds,  "there  are  many 
small  companies  which  are  global  lead- 
ers in  their  businesses."  Some  of  those 
companies  have  large  holdings  in 
his  fund:  Bush  Boake  Allen,  A.  Schul- 
man,  and  Ferro,  which  are  in  various 
specialty  chemical  businesses;  and  R.  P. 
Scherer,  wliich  makes  capsules  for  dmg 
companies. 

Even  the  folks  who  are  generally  up- 
beat about  stocks  say  there  are  still 
some  baniers  to  a  big  move.  Strategist 
Edward  M.  Kerschner  of  PaineWebber 
Inc.  notes  that  while  long-term  rates 
are  down  substantially,  short-teiTn  rates 
ai'e  not.  "You  can  get  6.7%  risk-free  in  a 
two-year  note,  and  that's  still  a  pretty 
good  deal,"  says  Kerschner. 

An  avowed  bull,  Palm  Beach's  Kere- 
sey  admits  the  stock  market  has  come 
along  a  little  too  fast  and  a  little  too 
easily  for  his  comfort.  "If  first-quarter 
GDP  comes  in  a  little  higher  than  ex- 
pected, interest  rates  might  back  up  a 
little  bit,  and  stocks  will  have  a  short 
correction,"  he  says.  "If  so,  I'd  view  it 
as  a  buying  opportunity."  After  all,  Ke- 
resey  is  looking  toward  Dow  5000. 

By  Jeffrey  M.  Laderman 
in  New  York 


1  NEVER  SCREWED 
ANYBODY' 

Shareholders  of  Lew  Schiller's  Consolidated  Tech  might  disagre 

Lewis  A.  Schiller,  chief 
executive  officer  of 
Consolidated  Tech- 
nology Group  Ltd.,  takes 
a  drag  on  a  thin  cigar 
and  leans  back  in  his 
chair  He  is  a  bearlike, 
affable  man,  63  yeai's  old. 
He  is  in  the  conference 
room  at  Consolidated's 
corporate  headquarters, 
on  the  ninth  floor  of  an 
old  brick  office  building 
in  lower  Manhattan.  The 
atmosphere  is  mellow. 
Schillei'  is  recounting  one 
of  Consolidated's  latest 
exploits:  the  acquisition 
of  a  string  of  diagnostic 
facilities  in  Florida.  Con- 
solidated has  been  on  a 
takeover  binge  in  i-ecent 
months,  buying  an  airay 
of  impressive-sounding 
high-tech  companies. 
Schiller  is  enthused, 
excited. 

But  suddenly,  Schiller 
becomes  less  affable.  A 
sensitive    subject  has 
been  brought  up:  the 
shareholders.  There  are 
20,000  of  them,  and  most 
lost  at  least  97?  out  of 
every  dollar  they  put 
into  Consolidated  stock 
in  the  1970s  and  1980s— back  in  the 
days  when  Consolidated  was  called  Se- 
quential InfoiTnation  Systems  Inc.  Se- 
quential was  probably  the  most  widely 
peddled  stock  to  be  churned  from  the 
penny-stock  mills  of  that  era.  Schiller, 
however,  is  tired  of  hearing  about  the 
penny-stock  era.  "I'm  an  honest  man," 
he  says.  "I  never  screwed  anybody." 

The  future  is  bright  for  Consolidated, 
he  insists.  And  there's  no  question  that 
Consolidated  is  doing  quite  nicely,  at 
least  compared  with  the  bad  old  days. 
The  company  is  no  longer  stai-ved  for 
cash.  It  is  expected  to  report  pretax 
eaiTLings  of  %i  million,  or  40^  a  share,  on 
sales  of  $100  million  for  1994.  Its  shares, 
not  traded  for  yeai's,  were  listed  under 
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the  new  name  on  the  nasdaq  stc 
market  in  September,  1993.  But  for  t 
sad  aiTny  of  shareholders,  any  rejoicij 
is  premature.  At  Consolidated,  the 
penny-stock  days  are  alive,  if  not  w(| 
CONVOLUTED  TALE.  To  begin  with, 
acquisition  binge  was  largely  finaml 
the  old-fashioned  way — by  issuing  sto| 
this  time  to  foreign  investors.  And  C' 
solidated  has  also  been  pushed  on  U 
investors  by  the  new  generation  of  pi 
ny-stock  peddlers — Hibbard  Brown 
Co.,  the  penny-stock  fiiTn  that  went 
of  business  last  August.  As  a  key  C  i 
solidated     market-maker,  Hibb; 
Brown's  demise  last  August  was  one 
the  reasons  for  the  collapse  of  Cons 
dated  stock,  fi-om  $6  to  $1  a  share,  c 
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EVERY  COMPANY  HAS  ITS  OWN  UNIQUE  CULTURE. 

Tke  most  success  ful  -iOl(k)  plan  is  one  created  hv  people  wlio  understand  tkat.  So  at  Putnam, 
we  work  kard  to  learn  tke  individual  needs  of  every  client.  And  we  take  pride  in  kaving  tke  knowledge 
and  sensitivity  to  provide  a  plan  tkat  fits  tkem.  We  kel  ieve  a  401(k)  plan  is  a  matter  of  empatky, 
not  just  economics.  And  witk  more  and  more  major  companies  using  Putnam  as  tkeir  401  (k)  provider, 
apparently  it  s  an  approac  k  tkat  gets  our  foot  in  a  lot  of  doors. 
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BO. S  TON-  LON  DON-TOKYO 

A      TIME-  HONORED      TRADITION      IN      MONEY  MANAGEMENT 
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the  past  year  (chart).  By  contrast,  the 
hapless  stock  buyers  in  the  Eighties 
paid  the  post-spht  equivalent  of  $40  a 
share  or  more.  But  that's  not  to  say 
that  nobody  has  been  able  to  turn  a 
profit  on  Consolidated  shares.  One  man 
has  done  that:  Robert  E.  Brennan,  the 
legendary  penny-stock  merchant. 

Indeed,  the  recent  twists  in  the  Se- 
quential-Consolidated stoiy  are  the  lat- 
est chapter  in  a  fascinating — if  convo- 
luted— tale.  Sequential  began  life  in  the 
early  1960s  as  an  electronics  fh-m,  but 
its  primaiy  claim  to  fame  involves  an- 
other invention:  the  telephone.  Sequen- 
tial shares  were  aggi'essively  pushed  by 
cold-calling  salesmen  at  Brennan's  First 
Jersey  Securities  and  the  now-defunct 
Rooney  Pace  Inc.  Rooney  Pace  was  lat- 
er found  guilty  of  manipulating  Sequen- 
tial shares  and  misleading  customers. 
HIGH-TECH  ACQUISITIONS.  When  the 
penny-stock  schemes  collapsed,  so  did 
Sequential  stock.  By  the  late  1980s,  the 
shares  could  not  even  fetch  a  penny. 
The  late  Eighties  and  early  Nineties 
were  a  dizzying  nightmare  of  a  nearly 
insolvent  company,  lawsuits,  and  blun- 
ders— above  all  the  ill-fated  sale  of  its 
operating  company,  Sequential  Elec- 
tronics Systems,  to  a  Long  Island  finn 
called  General  Technologies  Gi'oup  Ltd. 
A  Dickensian  succession  of  lawsuits  fol- 
lowed. When  the  smoke  cleared,  the 
SEC  had  acted  decisively — against  the 
people  Schiller  had  sued. 

Schiller  insists  that  he  didn't  blow  the 
whistle  on  his  former  cohorts.  But  he 
cooperated,  and  actively,  he  says.  In  the 
end.  General  Technolo- 
gies Group  Ltd.  Chair- 
man Eli  Reiter  pleaded 
guilty  to  fi-aud  charges, 
as  did  an  auditor  at  the 
company's  accounting 
ftrm,  Frederick  Todman 
&  Co.  Schiller  says  he 
is  cooperating  with  the 
SEC  in  civil  proceedings 
against  another  fomer 
Todman  executive. 

All  the  litigating  and 
coopei'ating  haven't  de- 
terred Scliiller  from  ex- 
panding Consolidated. 
The  company  has  purchased  magnetic 
resonance  imaging  centers  and  a  smat- 
tering of  other  development-stage  com- 
panies— an  employee  outsourcing  com- 
pany here,  a  telecommunications  outfit 
there.  The  aggi-essive  acquisition  cam- 
paign was  noted  favorably  by  Emerging 
&  Special  Situations,  a  Standard  & 
Poor's  publication,  in  its  Dec.  19  issue, 
(s&p  is  owned  by  McGraw-Hill  Inc.,  pub- 
hsher  of  business  week.)  The  editor, 
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Robert  S.  Natale,  says  he  was  aware  of 
Consohdated's  penny-stock  pedigi'ee  when 
he  listed  the  ftrni — which,  he  notes,  was 
not  a  formal  recommendation. 

Another  penny-stock  watcher  has  also 
had  liis  eye  on  Consolidated — Bob  Bren- 
nan. According  to  SEC  records,  last  May 
13,  Brennan's  company.  International 
Thoroughbred  Breeders,  bought  750,000 
Consolidated  shai'es  at  $6.00  a  share — 62(Z 
cheaper  than  the  closing  price  on  that 
day.  ITB  then  sold  131,000  shai-es  on  May 
18  at  $6.46,  170,000  shares  on  May  19  at 
$6.46,  and  100,000  shares  the  following 
day  at  $6.47.  Brennan  is  hazy  about  how 
much  more  he  was  able  to  unload  be- 
fore the  price  collapsed.  Overall,  he  says, 
he  "jjrobably  sustained  a  modest  loss." 

Brennan  has  an  in- 
triguing explanation  for 
the  swift  dumping  of 
the  stock.  In  an  inter- 
view, he  maintained 
that  the  purchase, 
6.48%  of  Consolidated's 
shares  outstanding,  vi- 
olated itb's  policy  of  not 
buying  more  than  5%  of 
a  company's  shares.  The 
error,  he  says,  was  dis- 
covered "by  the  guy 
who  processes  our 
trades."  itb  then  sold 
the  shares — far  more 
than  was  needed  to  put  itb  below  5%. 
Why  so  much?  He  doesn't  recall. 

An  SEC  filing  says  the  shares  were 
purchased  in  the  over-the-counter  mar- 
ket. Yet  the  huge  trade  was  not  made 
public  at  the  time,  nasdaq  records  show- 
only  15,000  shares  traded  on  May  13. 
Was  Brennan's  huge  purchase  reported 
to  NASDAQ?  Brennan  isn't  sui-e — and  nei- 
ther is  NASDAQ.  James  Spellman,  a  nas- 
daq spokesman,  says  the  ti*ade  may  have 


MAR  14,  '95 


GOOD  TIMING? 


Bob  Brennan, 
an  old  pal  of 
Schiller  from 
the  penny-stock 
3ra,  swiftly 
dumped  shares 
just  before 
the  plunge 


been  reported  out  of  sequence,  and  su 
trades  are  not  always  publicly  disclose 

Brennan  naiTowly  escaped  a  calamil 
In  the  summer  of  '94,  Consolidatf 
shares  began  their  sickening  declii 
from  $6  to  about  $1.19.  The  pre-sp 
equivalent:  2(?.  Schiller  has  no  explan 
tion  for  the  decline.  But  the  loss  of  Hi 
bard  Browm  clearly  hurt  Consolidate 
because  Hibbard  was  aggressively  pui 
ing  Consolidated  shares.  How  aggre 
sively?  Well,  in  April,  four  months  h 
fore  Hibbard  bit  the  dust,  the  state 
Wisconsin  suspended  Hibbard  Browi 
broker-dealer  license,  alleging  that  t 
firm  used  misleading,  hard-sell  tacti 
in  selling  Consolidated  shares  and  ty 
other  stocks  to  Wisconsin  residen' 
State  officials  said  Hibbard  Brown  w 
lamning  an  old-fashioned  boiler-room 
ei'ation — just  the  way  Sequential  h| 
been  sold  in  the  Eighties. 
OVERSEAS  CASH.  Schiller  denies  kno' 
edge  of  such  chicaneiy.  In  any  event, 
his  own  stock  sales  he  is  steering  cleari 
U.  S.  regulators.  The  company's  biggi 
injection  of  cash  in  recent  years  cai| 
fi'om  overeeas,  maijily  Canadian  ijivesti 
who  bought  $14  million  in  Consolidat 
shai'es  sometijiie  over  the  past  year.  A 
Regulation  S  offering,  its  temns  did  r  t 
have  to  be  disclosed  in  this  countiy  a 
are  of  no  concern  to  U.  S.  regulators. 

So  Consolidated's  aiiny  of  shai'ehold( 
has  been  reinforced.  Will  the  new 
ciuits  fare  better  than  the  old?  "Schi^ 
is  quite  a  guy — he's  a  siu"vivor.  He's  d(| 
icated  to  make  the  company  work,"  si\ 
Brennan,  a  Schiller  friend  for  20  yea 
Schiller,  like  Brennan,  is  a  master  si 
vivor — and  so  is  Consolidated.  But  vj 
the  shareholders  ever  be  made  who 
An  old  expression  may  put  it  best:  "n" 
should  live  so  long." 

By  Gary  Weiss  in  New  K 
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INTRODUCING  THE  NEW  SATELUTE 
PREVENT  STICKER  SHOCK. 
AND  FUTURE  SHOCK. 


Connectivity  and  expansion: 

Tu'o  sttickeci  PCMCIA  sluts  ftfi'O  Tyfv  I  II 
or  one  Type  III)  give  you  plenty  of  room  to 
grow  with  ilatu/fax  motli-'tTis,  ni.>tu'or(cm,i; 

liJdpters,  hard  drive',  and  nwre 


Built-in  power  supply:  Engineered 
for  ultimate-  ponabilny,  there'i  no  bulky 
c'.x'tL'rnnl  AC  adapter  to  carry  —  this  dim 
/lou'c'r  Lorci  is  all  you  need. 


Prevents  future  shock:  A  Uirgc,  vibrant  display,  powerful 
proeessor,  big  hard  drive,  AccuPoint'  integrated  pointing 
deviee  and  rugged,  yet  lightweight  case  make  the 
Stitcllitt'  a  perfect  companion  for  a  long,  long  time. 


The  New  Satellite®  T2100  Series,  innoduc  n  K  the  attorJable  nurebook  computer  that  comes 

complete  with  a  tuture.  Packei.1  w  ith  teattire.s  usually  reserx'ed  tor  much  more  expensive  machines  —  fast 
processor,  larj,'e  hard  drive,  AccuPoint  inte.urated  pointing  device  and  built-in  AC  adapter  —  the  \'alue  is  clear. 
1  to  this,  your  choice  ot  larj^e  color  or  moni)chri>me  displays,  Pluj^  an^l  Play  expansion  capabilities  and  an  optional  Port  Replicator, 
the  new  Satellite  becomes  the  only  computer  you'll  need  tor  years  to  come.  Call  1-800-457-7777  for  your  nearest  dealer. 

\atellite 

OOCT  &  T2105CT*: 

.4"ai;i.colorTFT-LCDactisr 
latrix  display 

50  Million  Bytes  (=330MR)  HDD 
MB  of  RAM  expandable  to  32MB 

OOCS  &  T2105CS*: 

14"  siia.  color  Jii.il-scan  STN  display 
50  Million  Bytes  (=330MB)  HDD 
VIB  of  RAM  expandable  to  28MB 


T2100  &  T2105*: 

•  ^,5"dia.  nionochrttme  display 

•  260  Million  B\tcs(=250MB)  HDD 

•  4MB  ot  RAM  expandable  to  28MB 

ALL  MODELS 

•  i48b-DX2/50MH:.  3,5v 

•  Integrated  matli  coprocessor 

•  3.5"  floppy  disk  drive 

•  8KB  of  cache 


•  Two  sr.icked  PCMCIA  (Pt: 
Card)  slots  (twuTy(V  l-llor 
oneTyjse  III) 

'  AccuPoint  "  inteKHited 
pointing  device 

•  Optional  Porr  Replicator 

•  Lender  7  lbs. 
'  Plui;  and  Play  connectivity 
'  NiMH  battery  with  Toshiba 

MaxTime^  Power  Management 


I  Pre-mstalled  sottware:  MS-DOS  , 
Micnisott  Windows^  and  Hn-esse" 

'  Toll-free  technical  support  — 
7  days  a  week,  24  hotirs  ,i  day 


in 


ifel 


Mrhosoft 


in 


5idc. 


In  Touch  with  Tomorrow 

TOSHIBA 


100  Resellet  ptices  may  iliflet  All  ptices  and  specilications  ate  subject  to  change  Shipping,  handling  and  applicable  sales  tan  not  included  *T2100  Seties  pioducts  are  sold  at  selected  tetailets  as  T2I05CT,  T2I05CS  and  T2105.  with  additional  pie-installed  softwaie 
©1995  Toshiba  America  Infotmation  Systems,  Inc  The  Intel  Inside  logo  is  a  tiademark  ol  Intel  Corpoiation  All  ptoducts  indicated  by  Irademark  symbols  are  trademarked  and/or  registered  by  their  respective  companies 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

ON  THE  LOOKOUT 
FOR  SNAPPY  GAINS 

One  of  the  moi-e  aggi'essive  mutual- 
fund  managers  around,  Audrey 
Snell  doesn't  shy  away  fi'om  volatile 
stocks  or  those  with  high  price-earn- 
ings ratios.  Described  by  peers  as  a 
"momentum"  player,  Snell  is  cun-ently 
buying  technology,  telecommunications, 
and  health-care  issues  she  feels  have 
prospects  for  big  earnings  increases. 

Snell's  hard-driving  style  has  paid 
oif  handsomely  since  she  took  the  helm 
of  the  $100  milhon  SunAmerica  Small 
Company  Growth  Fund  three  years 
ago.  In  1991-94,  the  fund  posted  hefty 
compounded  returns  of  12.7%  a  year — 
vs.  6.2%  for  the  Standard  &  Poor's 
500-stock  index. 

Snell's  picks  aren't  necessarily  the 
underdogs.  Alliance  Semiconductor 
(ALSC),  for  one,  has  been  on  the  up- 
swing, climbing  fi-om  13  a  share  last 
autumn  to  41%  on  Mar.  14.  Yet  Snell  is 
convinced  its  full  potential  lies  ahead. 

"Demand  for  Alliance's  chips  has 
been  massive  because  of  ever-increas- 
ing need  for  speedier  performance  by 
micropi'ocessors,"  says  Snell.  Alliance 
should  earn  90c  a  share  in  1995  and 
^;i.r)0  next  year,  she  figures. 


RECENT    1994-95  12-MONTH 
STOCK  PRICE      RANGE  TARGET 


ALLIANCE  41X 
SEMICONDUCTOR 

6- 

-43 

50 

CORAM  24 
HEALTHCARE 

10- 

-24 

30 

LANNET  DATA  19^ 
COMMUNICATIONS 

6- 

-25 

40 

TELLABS  53X 

25- 

-56 

70 

DATA  BLOOMBERG  FINANCIAL  MARKETS 

Another  Snell  favorite — Coram 
Healthcare  (crh) — is  one  of  the  hot 
stocks  in  the  industry.  Coram,  which  is 
on  an  acquisition  binge,  provides  out-of- 
hospital  services  for  patients  suffering 
from  chronic  ailments.  Snell  thinks  the 
shares,  which  have  shot  up  from  10 
last  July  to  24  lately,  are  headed  for 
the  high  30s.  She  beheves  Coram  will 
earn  $1  to  $1.20  a  share  this  year,  and 
$1.50  in  1996. 

Lannet  Data  Communications 
(lantf),  an  Israeli  maker  of  computer 


equipment  for  lo- 
cal-area networks 
and  mainframes, 
is  another  strong- 
performer  on 
Snell's  list.  It 
climbed  ft'om  (S 
last  October  to  19 
on  Mar.  14.  The 

company,  "which  -  y  \ 

makes  among  the 

best  switching  GOING  UP:  SneU's 
equipment  in  the  yardstick  is  growth 
industiy,"  accord- 
ing to  Snell,  is  in  talks  with  several 
U.  S.  companies  to  estabhsh  a  bigger 
presence  in  America.  Lannet's  prod- 
ucts, distributed  in  50  countries,  are 
in  hot  demand  not  only  for  computers 
but  also  for  the  automotive,  phanna- 
ceutical,  telecommunications,  and  chem- 
ical markets.  Earnings  are  heading  up, 
notes  Snell,  jumping  from  39c  a  shai'e 
in  1994  to  an  estimated  $1  this  year, 
and  $1.35  in  1996. 

TeUabs  (tlab),  a  maker  of  voice-  and 
data-networking  products  for  telecom- 
munications, trades  at  a  hefty  p-e  of  'M, 
but  SneU  thinks  the  stock  is  still  cheap. 
She  expects  Tellabs  to  make  $2.25  a 
share  this  yeai-  and  $3  next  year,  up 
from  last  year's  $1.60.  Now  at  53,  the 
stock  is  headed  for  70,  Snell  believes. 

TOTAL  RESEARCH 
FOR  UNDER  A  BUCK? 

it  has  been  a  rule  in  this  column  nev- 
er to  feature  a  stock  selling  for  $1  or 
less.  But  here's  an  exception:  Total  Re- 
search (TOTL),  a  specialized  market-re- 
searcher, is  teetering  at  a  price  of 
around  1  a  shar-e — less  on  some  days. 
But  that  could  change  soon,  say  some 
smait-money  investors  who  have  been 
buying. 

Here's  what  got  one  New  York  mon- 
ey manager  to  start:  On  the  Total  Re- 
search list  of  clients  are  some  of  the 
bluest  chips  of  American  business — 
AT&T,  IBM,  Motorola,  American  Airlines, 
MW,  and  Prudential  Insurance.  What 
does  Total  sell?  Full-sei-vice  research  of 
a  specialized  kind:  Total  provides  "pre- 
dictive statistical  market  research" — 
measuring  how  consumers  value  a 
product  or  brand.  "Marketing  strategy 
is  usually  based  on  such  reseai'ch,"  says 
Richard  Geist,  editor  of  Geist's  Strate- 
gic Investing. 

Total's  customers  pay  big  bucks  for 
the  service:  No  matter  how  modest 
Total's  operations  are,  it  makes  good 


money.  In  the  second  quarter  that  end-l 
ed  on  Dec.  31,  1994,  Total  posted' 
record  results:  Sales  advanced  51%, 
and  eaiTiings  jumped  174%.  In  the  yeari 
ended  June  30,  1994,  Total  had  profitSj 
of  $647,000,  or  7(2  a  share,  on  sales  of\ 
$13.6  milhon. 

For  fiscal  year  1995,  Geist  estimates 
earnings  of  13g  a  share  on  revenues 
of  $24  million.  V/ith  Total's  goal  of  ex- 
panding its  operations  overseas,  Geist 
sees  1996  earnings  of  24^  on  $50  mil- 
hon. Based  on  such  gi'owth,  says  Geist, 
"the  stock  is  way  undervalued  and 
could  hit  4  in  a  veai-." 


UPBEAT  DATA  ON 
A  DATA  GATHERER 

Although  not  a  i-adio  or  TV  network 
Data  Broadcasting  (dbcc)  has  beer 
attracting  pros'  attention  foi-  two  rea- 
sons. It's  a  pure  play  in  the  dissemina- 
tion of  stock-mai-ket  infoiTnation  to  in- 
vestors. And  the  company  is  headec 
by  two  respected  financial  and  enter 
tainment  moguls:  Columbia  Picture 
ex-CEO  Alan  Hirschfield  and  entrepre 
neui'  Allan  Tessler,  who  together  owi 
some  30%  of  the  stock.  "These  co-chair 
men  and  co-CEOs  of  Data  have  a  repu 
tation  for  always  enhancing  the  valui 
of  the  stocks  they  own,"  says  one  bij 
investor. 

At  its  current  price  of  4  a  share 
Data  Broadcasting  "has  a  p-e  I'atio  o 
13  that  does  not  reflect  the  many  fa 
vorable  things  going  on  in  the  compa 
ny,"  says  Joel  Ki-asner,  an  analyst  a 
Southcoast  Capital,  who  has  a  buy  rat 
ing  on  the  stock.  One  of  Data's  prod 
ucts  delivers  real-time  stock  quote 
from  all  major  exchanges  to  a  user-' 
personal  computei'.  Another  product 
QuoTi'ek,  is  a  handheld  quotation  mon 
itor  that  receives  data  via  fm  broadcas 
signals  and  displays  real-time  marke 
quotes  on  a  usei-defined  list  of  as  man 
as  128  stocks  at  one  time  from  the  m£ 
jor  domestic  exchanges. 

Krasner  says  Data  Broadcasting' 
recent  acquisition  of  Broadcast  Intel 
national,  which  gathers  infonnation  an 
delivers  it  to  retail  and  financial  mai 
kets.  will  boost  earnings  and  help  e; 
tablish  new  wireless  ventures  in  f 
nance  and  sports. 

Ki"asner  increased  his  earnings  estj 
mate  for  1996  fi-om  30^  a  share  to  33 
on  projected  revenues  of  $115  millioi 
He  expects  Data  to  make  22(Z  this  yet 
on  sales  of  $80  milhon,  up  shaiply  froil 
last  year's  19(2  on  $66  million.  }. 
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fou  don't  know  where  your 
ext  office  will  open  up.  You 
on't  know  where  your  next 
eal's  going  to  be.  You  don't 
now  where  in  the  world 
ou'll  have  to  be  tomorrow. 


no 
lies  the 


Whether  you're  staffing  the  new 
office  in  Minsk,  signing  the  con- 
tract in  Bombay,  or  exploring 
opportunities  in  those  places 
where  the  ink  is  barely  dry  on  the 
trade  agreement,  Lufthansa  can 
make  you  feel  at  home,  virtually 
anywhere  in  the  world.  Together 
with  our  partner  airlines,  we  fly  to 
over  200  cities,  in  90  countries  on 
six  continents.  So  wherever  you 
have  to  be  tomorrow,  chances  are 
we  fly  there  today. 


Lufthansa 


Accrue  or  rerJoom  mhos  in  olthor  Lufthunna  Milas  8  More'" 
or  United  MIlDagc  Pluo'  wh»n  you  fly  rui  Liinhan««  tllghlii 
or  niahts  oriflratsd  by  otir  olobnl  pnrlnttr,  UnliftilJtitHnen. 


Information  Processing 


TELECOMMUNICATIONS 


WHO'LL  BE  THE  FIRST 
GLOBAL  PHONE  COMPANY? 

Contenders  AT&T  and  British  Telecom  are  slugging  it  out  for  all  they're  worth 


In  May,  1993,  a  stream  of  corporate 
jets  touched  down  at  Edinburgh  air- 
port, bringing  top  executives  from 
AT&T,  Nynex,  France  Telecom,  and 
dozens  of  other  phone  companies  to  a 
two-day  conference  at  Gleneagles  golf 
resort.  Sir  Iain  Vallance,  chairman  of 
British  Telecommunications  PLC,  was 
the  keynote  speaker  But  the  reserved 
Scotsman  vanished  after  the  first  coffee 
break,  slipping  off  to  the  Caledonian 
Hotel  for  a  tete-a-tete  with  Bert  C.  Rob- 
erts Jr.,  chairman  of  MCI  Communica- 
tions Corp.  A  few  hours  later,  the  men 
shook  hands  (jn  a  megadeal:  For  .$4.:-) 
billion,  the  British  phone  giant  would 


1994  INTERNATIONAL 
REVENUES  $18.75  billion, 
25.2%  of  total.  Strongest  in  Asia 
and  North  America. 

MAIN  ALLIANCE 

WORLDPARTNERS  50%  owned 
by  AT&T,  30%  by  KDD  of  Japan, 
and  20%.  by  Singapore  Telecom. 

NONEQUITY  PARTNERS:  Telstra 
OTC  Australia,  Korea  Telecom, 
Telecom  New  Zealand,  Hong 
Kong  Telecom,  Unitel  of  Canada, 
and  the  Unisource  consortium. 


get  20%  of  the  No.  2  U.  S.  long-distance 
company  and,  together,  bt  and  mct 
would  challenge  AT&T  in  global  telecom- 
munications. 

With  that  handshake,  BT  and  AT&T 
were  thrown  into  what  looks  to  be  a 
two-carrier  race.  Lots  of  other  phone 
companies  and  computer-services  fii'ms 
vie  for  the  same  business:  creating 
worldwide  voice  and  data  networks  for 
top  multinationals.  And  the  proposed 
joint  venture  between  Sprint,  Deutsche 
Telekom,  and  France  Telecom  (page 
180),  has  its  eye  on  the  same  piize.  But 
AT&T  and  BT  are  uniquely  positioned, 
thanks  to  their  financial  .strength,  global 


reach,  and  deregulated  status.  Cleai 
AT&T,  the  industry  giant  vdth  an  es 
mated  $45  billion  in  calling  revenues, 
focused  on  .$22  billion  BT.  "The  BT-^ 
combination  is  the  leading  competitor 
in  our  minds,"  says  Victor  A.  PeLs( 
head  of  at&t's  global  operations. 

So  what  do  these  two  powerhouj 
want?  Selling  telecom  services  to  t 
multinationals,  a  profitable  niche  expe 
ed  to  hit  $25  billion  by  2000,  is  just  t 
start.  The  ultimate  brass  ring  is 
more  cosmic:  to  become  the  fu-st  tri'' 
global  phone  companies,  serving  hou  '\ 
holds  and  businesses  on  every  cor 
nent.  "The  real  money  will  be  made  ^ 


SPHERES  OF  INFLUENC 


It 


CANADA  20%  stake  in  Unitel, 
a  new  long-distanee  entrant 


BRITAIN  AT&T  given  a  ' 
license  in  1994  to  opera 
as  a  public  phone  comp; 


U.S.  AT&T  has  60%  of  its  1 
home  long-distance  market  ! 


MEXICO  Joint  venture 
to  provide  long  distance 


VENEZUELA  A  consortium 
led  by  AT&T  and  GTE  owns 
40%  of  CANTV  phone  company 


AT&T 
BRITISH  TELJ 
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3vi(ling  basic  voice  and  messaging  ser- 
ies to  large  numbei-s  of  consumers 
umd  the  world,"  says  consultant  Gra- 
in Johnson  of  Britain's  Analysys  Ltd. 
A  global  phone  coinpany  may  sound 
blandish  in  an  industiy  still  dominated 

state-owned  monopolies.  But  it's  a 
icept  whose  time  is  coming — fast, 
eiywhere,  nations  are  pnvatizing  and 
•egnlating  their  phone  markets.  End- 
:  foreign-ownership  restrictions  is  the 
<t  step.  U.  S.  Vice-President  Al  Gore 
i  proposed  dropping  the  restrictions, 
ich  currently  limit  foreign  ownership 
U.  S.  phone  companies  to  20%,  within 
^ear,  if  other  countries  open  their 
rkets  and  do  the  same. 
WE  OF  RISK.  And  they  surely  will, 
ler  pressure  from  both  business  and 
idential  customers.  British  Telecom, 
ording  to  chief  strategist  Richard  H. 
rriott,  plans  to  start  with  multina- 
lals,  move  on  to  midsize  and  smaller 
ipanies,  and  then  sign  up  consumers, 
and  AT&T  have  already  started  creep- 

into  foreign  consumer  calling  mar- 
s.  AT&T  owns  a  stake  in  phone  com- 
lies  in  the  Ukraine  and  Venezuela 
1  is  expected  to  bid  against  bt  for 
nses  to  build  local  netwoi'ks  in  India. 
,h  companies  are  also  eager  to  tap 

huge  Chinese  market.  "Eveiything 
d  of  pales  next  to  China,"  says  at&t 


Chairman  Robert  E. 
Allen. 

Another  route  into 
the  consumer  market 
is  via  services  pitched 
at  international  travel- 
ers. AT&T's  WorldCon- 
nect  program  allows 
consumers  to  place 
calls  to  and  from  more 
than  75  countries  over 
AT&T  lines.  WorldPlus 
lets  travelers  set  up  an 
AT&T  account  to  pay  for 
local  calling  in  more 
than  40  countries,  vdth 
the  billing  in  whatever  local  currency 
they  happen  to  choose.  BT  says  Con- 
cert, its  joint  venture  with  mci,  plans 
similar  services. 

Stringing  networks  to  all  those  dis- 
tant i^laces  would  be  impossibly  expen- 
sive. Therefore,  AT&T  and  BT  are  squar- 
ing off  against  each  other  in  what  looks 
like  a  variation  of  the  popular  global 
board  game  Risk.  Through  various  alli- 
ances, partnerships,  and  consortiums, 
each  company  is  tiying  to  get  a  pres- 
ence in  as  many  countries  as  possible. 
"The  game  is  how  you  develop  your 
pieces  around  the  world,"  says  Vallance. 
"For  once  the  sciuares  are  taken  by  ri- 
vals, your  options  are  constrained."  Es- 


A  decade  of 
combat  in 
deregulated 
markets  gives 
the  two  giants  an 
edge  over  rivals 


leir  domestic  strongholds  on  either  side  of  the  Atlantic,  AT&T  and  British 
a  are  making  deals  and  alliances  to  carve  up  world  phone  markets 


AT&T/UniSOUrce  AT&T\\i11  own  40%  of  Unlsource 
consortium,  owned  by  KPN  of  the  Netherlands,  Telia 
of  Sweden,  Swiss  PTT,  and  Telefonica  of  Spain 


UKRAINE  AT&T  owns  19.5% 
of  a  long-distance  company 


ANY  With  German  industrial 
I  Viag,  will  offer  corporate 
and  data  services 


HEADQUARTERS 
OF  THE  WORLD'S 
LARGEST  COMPANIES 


OTHER 


JAPAN  NTT  trying  out  WorldPartner 
services  for  six  months  before 
deciding  whether  to  join 


AUSTRALIA  $553  million  contract 
to  supply  a  private  network  to  the 
New  South  Wales  government 


EUROPE 


BRITAIN 


U.S. 


JAPAN 


pecially  important  are 
the  countnes  that  have 
the  gi-eatest  concentra- 
tion of  large  companies 
(see  map). 

Concert,  the  BT-MCI 
team,  has  signed  up 
Norwegian  Telecom. 
Tele  Danmark,  and 
Telecom  Finland  as 
partners  or  allies.  On 
its  own,  BT  has  deals 
with  paitners  in  Ger- 
many and  Spain. 

.A^TirT's  WorldPart- 
ners  alliance,  fonned  in 
May,  1993,  includes  Kokusai  Denshin 
Denwa  (kdd) — ^Japan's  largest  interna- 
tional carrier — Singapore  Telecom,  and 
several  other  Asian  earners.  In  Decem- 
ber, it  announced  a  plan  to  form  a  joint 
venture  with  Unisource,  a  consortium 
owned  in  equal  parts  by  Dutch  kp\, 
Spanish  Telefonica,  Swedish  Telia,  and 
Swiss  PTT. 

Both  BT  and  ATi-T  are  now  courting 
Belgacom,  the  Belgian  state  carrier, 
whose  government  owners  are  seeking 
partners.  Between  them,  AT&T  and  BT 
have  also  approached  France  Telecom, 
Deutsche  Telekom,  STET  of  Italy  and 
others,  in  recent  years.  "What's  impor- 
tant over  the  next  four  to  five  years  is 


1994  INTERNATIONAL  REVE- 
NUES $3.1  billion,  14.3%  of  to- 
tal. Strongest  in  Britain,  North 
America,  and  Nordic  countries. 

MAIN  ALLIANCE 

CONCERT  75%  owned  by  BT, 
25%  by  MCI. 

DISTRIBUTION  AGREEMENTS 
with  Norwegian  Telecom,  Tele 
Danmark,  Telecom  Finland, 
and  Nippon  Information  & 
Communication. 

DATA  ANALYSYS  LTD..  COMPANY  REPORTS 
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that  we  expand  as  quickly 
as  possible  around  the 
world,"  says  at&t's  Allen. 

The  two  megacarriers 
have  very  different  ap- 
proaches, however,  bt  be- 
lieves that  a  close  partner- 
ship will  allow  each  membei- 
to  leverage  the  othei"'s  coipo- 
rate  contacts,  and  keep  tight 
control  over  all  aspects  of 
the  services  offered.  Concert 
is  75%  owned  by  bt  and  25% 
by  MCI.  There  is  speculation 
that  BT  might  offer  25%  to  a 
lai'ge  Asian  partner,  reduc- 
ing its  share  to  50%-,  but 
that  would  be  it.  All  other 
Concert  carriers  are  local 
distributors  with  little  say 
over  the  system's  direction. 

AT&T's  WorldPartners  is 
building  a  veiy  different  alli- 
ance, in  which  all  members 
have  a  say.  at&t  has  a  50%> 
stake,  KDD  30%,  and  Singa- 
pore Telecom  20%.  Some  10 
other  cai'riers  are  nonequity 
partnere.  It  works  something- 
like  a  franchise  an-angement, 
with  each  member  agTeeing 
to  market  at&t's  World- 
souix-e  sei'vices  and  software 
and  use  the  same  technical 
standards  for  their  own  net- 
works. The  an'angement  has 
the  advantage  of  size:  Com- 
bined service  revenues  of 
AT&T  and  its  global  partners 
top  $70  billion  a  year,  nearly 
twice  the  amalgamated  sales 
of  BT  and  MCI. 

But  both  gi'oups  have  their 
fans.  "We  really  liked  how 
.AT&T  is  partnering  with  the 
PTTs  rather 

their  own  infrastructure,' 
says  the  telecom  director  of  a 
U.  S.-headquaitered  manufactui'er  "There 
ai'e  things  that  those  countries  and  com- 
panies can  offer  that  we  can  leam  from." 
But  Concert  customer  Jeff  Mar-shall,  tele- 
com director  at  Bear,  Stearns  &  Co., 
says  he  was  skeptical  of  WorldPartners: 
"It  doesn't  come  together  like  a  single 
entity.  That's  where  Concert  is  imique." 
"SEAMLESS."  Established  in  June,  after  a 
yeai'  of  planning,  Concert  has  other  ad- 
vantages. Lehman  Brothers  Inc.  analyst 
Ravi  Sarathy  figures  it  is  at  least  12 
months  ahead  of  WorldPartners  in  win- 
ning approvals  from  European  and  U.  S. 
regulators  and  six  months  ahead  in 
meshing  its  parent  companies'  technolo- 
gies. "If  you  want  to  buy  seamless  ser- 
\'ice,  they're  the  only  ones  who  have  got 


iiaio 


AT&T  is  eager  to  tap 
several  go-go  Asian 
economies.  But 
than  building  "everything  kind  of 
pales  next  to  China" 


it,"  says  Nick  VVliite,  vice- 
chairman  of  the  Interna- 
tional Telecom  Users 
Group.  "They're  just  going 
to  have  to  make  sure  they 
exploit  that  lead." 

WorldPartners,  mean- 
while, has  a  unique  prob- 
lem. AT&T  may  offer  its 
partners  access  to  the  richest  market 
in  the  world — the  U.S. — but  its  sheer 
size  causes  local  players,  especially  in 
Europe,  to  fear  a  loss  of  autonomy  if 
they  enter  a  joint  venture.  Analysts  say 
AT&T  is  doing  better  lately  at  dealing 
with  smaller  fry,  but  it  long  resisted 
taking  anything  but  a  controlling  inter- 
est in  any  deal.  That  stance  caused  talks 
with  France  Telecom  and  Deutsche 
Telekom  to  fail  in  late  1993.  Now,  at&t 
has  softened.  In  December,  it  annoimced 
plans  for  a  joint  venture  with  the  Uni- 
source  gr-oup.  This  time,  at&t  will  take 
just  a  40%'  stake.  "We've  learned  to  be 
more  flexible,"  says  Allen.  "Sharing  risk 
is  very  important." 

Many  multinationals  would  just  as 


soon  neither  at&t  nor  bt  t 
come  the  clear-cut  winn< 
Customers  are  in  the  hap] 
position    of   playing  t\ 
wealthy  suitors  against  ea 
other.  Reuters  Ltd.,  for  e 
ample,  which  has  operatic 
in  149  countries  and  spen 
some  10%  of  its  budget  ' 
telecommunications,  woi 
rely  on  a  single  carrier, 
like  competition.  I  think  co 
petition  breeds  a  better  pr 
and  better  products,"  sa 
Ian  A.  McCun-ach,  Reutc 
senior    vice-president  1 
American  operations.  Jo 
Sale,    European  netwo 
product  manager  at  Electn 
ic  Data  Systems  Coip.,  tal 
a  similar  view.  He's  a 
chaiiTnan  of  Eui'opean  Vir 
al  Private  Network  Us( 
Assn.  (EVUA),  represent! 
45  big  coi'porations.  "Thei 
no  doubt  [BT-MCl]  have  1 
leading  technology  in  J 
rope,"  he  says.  But  at&t  e 
its  partners  have  been  mi 
aggres-sive  on  price.  In  A| 
EVUA  signed  up  both  com ; 
nies  and  their  aUies. 
HAMSTRUNG.  So  why  art 
more  phone  giants  comj 
ing?  Nippon  Telegrapl 
Telei)hone  Coip.  (xtt),  Fi-a 
Telecom,  and  Deutsche  T( 
kom   would   like  to, 
they're  still  state-owned 
hamstnmg  by  regulations.  "They 
operate  like  flexible  commercial  organ 
tions,"  says  Martjm  F.  Roetter,  telec( 
munications  analyst  at  Decisions  Resoi 
es  Inc.  BT  has  "a  10-year  head  sta 
concedes  Deutsche  Telekom  boai'd  mi 
ber  Carl-Friedrich  Meissner  "They 
Mrs.  Thatcher  to  kick  them  early." 

Allen  and  Vallance  have  both  sp 
a  decade  in  deregulated  markets 
now  face  hundreds  of  competit 
on  their-  home  turfs — including  each 
er.  AT&T  won  a  license  to  operate  £ 
common  carrier  in  Britain  in  Aug 
And  BT  gained  regulator-j'  appro va 
offer-  phone  ser-vices  in  the  U.S.  ai 
Feb.  2,  1995. 

The  two  chief  executives  have  pk 
in  common.  Both  ar-e  hfelong  comp 
employees  who  rose  up  in  monoj 
phone  businesses.  Vallance,  51,  follo' 
in  the  footsteps  of  both  his  father 
mother  as  an  employee  of  Br-itain's  ( 
er-al  Postal  Office,  BT's  former  ow 
In  fact,  he  was  criticized  for  beir 
pr-oduct  of  the  old  school  when  he 
came  chairman  in  1986.  But  he  pre 
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ONE  OF  OUR 
BEST  INVESTMENTS 
HAS  GONE 
VIRTUALLY  UNDETECTED. 


The  Steahh  Ughter.  To  this  day,  it's  shrouded  m  secrecy.  Yet 
able  to  operate  successfully,  while  remaimng  practically  in\isible. 
Much  like  us.  Hanson. 

In  1987,  we  acquired  Krtl,  one  of  the  largest  nianiifactiirers 
of  die-cast  vehicles  and  model  kits  m  the  world.  It  also  happens 
to  be  one  of  the  fastest-growing.  In  '9  f,  profits  jumped  by  59%. 

Ertl  isn't  our  only  "model"  company.  We  own  an  impressive 
array  of  businesses  with  combined  assets  in  excess  of  .$55  billion. 
The  Peabody  Group,  F£irberwai-e  and  Jacuzzi  Wluiipool  Baths 
are  just  a  few. 


.'Vnd  since  being  listed  on  the  Xi-w  York  Stock  E.xchange  in 
1986,  sales  have  soared  to  .$17  billion,  while  total  market 
capitahzation  is  over  $19  billion.  .Vt  the  end  of  1994,  our  gross 
di\adend  \aeld  was  b.2"  o.  double  the  average  of  the  S&P  500. 

There's  no  kit  you  can  buy  to  build  a  company  like  this. 
What  vou  need  is  a  philosophy.  One  steeped  m  cxjinmon  sense. 
Which  is  wliv  so  mam-  of  oiu'  major  busmesses  ai-e  in  biisic 
industries  like  timber,  coal  and  building  matenals. 

for  more  Msible  signs  of  our  success,  consult  our  jYnnual 
Report.   For  a  copy,  call  l-800-8-R\NSON. 


HANSON 
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Deutsche  Telekom  and  France 
Telecom  are  Europe's  two  larg- 
est phone  companies.  So  when 
they  announced  plans  last  June  to 
buy  a  20%  stake  in  Sprint  Corp.,  the 
No.  3  U.  S.  long-distance  earner,  in- 
dustry observers  predicted  a  $78.1 
billion  powerhouse-in-the-making  that 
could  match  at&t  or  British  Telecom- 
munications PLC.  If  it  ever  gets  off 
the  ground,  that  is. 

U.  S.  and  European  regulators  say 
they  are  unlikely  to  endorse  the  deal 
unless  both  France  and  Gemiany 
open  their  telecom  markets  to  more 
competition  ahead  of  the  European 
Union's  1998  deadline.  But  French 


SPRINT'S  FRANCO-GERMAN  ALLIANCE 

PROS  CONS 

•Creates  a  telecom  entity  with 
combined  revenues  of  $78.1  bil- 
lion, large  enough  to  compete 
with  AT&T  and  BT-MCI 

•The  pact  may  be  sidetracked 
by  officials  in  Europe  and  the 
U.S.,  who  see  potential  regula- 
tory problems 

•Gives  all  three  companies  clout  in 
the  market  for  global  networks 

•The  three  partners  will  have 
to  prove  they  can  get  along 

•Infuses  $4.2  billion  in  new  cap- 
ital into  Sprint 

•European  carriers  may  not 
have  competitive  skills 

DATA  BUSINESS  WEEK 


THIS  WOULD-BE  POWERHOUSE 
IS  SLOW  TO  POWER  UP 


othervdse:  slashing  staff  by  42%,  im- 
porting new  top  managers,  and  adding 
needed  marketing  and  strategic  skills. 

Allen,  60,  an  Indiana  native  who  took 
over  as  chairman  in  1988,  has  not  only 
cut  staff  but  also  diversified  with 
a  vengeance — buying  computer  maker 
NCR  Corp.,  investing  in  multimedia, 
and  shelling  out  $12  billion  in  stock 
for  McCaw  Cellular  Communications 
Inc.  in  September.  That  last  acquisi- 
tion briefly  made  bt  the  largest  at&t 
shareholder.  Back  in  1989,  bt  bought 
22%  of  McCaw  for  $1.37  biUion.  It  sold 
the  shares  in  February  for  a  profit  of 
$318  million. 

ANOTHER  WALL  DOWN?  The  dealmak- 
ing  is  far  fi'om  over.  Allen  and  Vallance 
have  both  been  in  Germany  recently. 
Europe's  largest  telecom  market  re- 
mains closed,  but  regulators  hint  they 
may  open  it  before  the  scheduled  date 
of  Jan.  1,  1998.  In  January,  bt  an- 
nounced an  aUiance  with  Viag,  a  GeiTnan 
conglomerate  that  has  4,000  km  of  fi- 
ber-optic cable  laid  in  Bavaiia.  By  April, 
the  two  companies  plan  to  start  a  joint 
venture  to  offer  Concert  services,  at&t 
is  holding  talks  with  rwe,  an  electric- 
power  company  that  also  has  4,000  km 
of  fiber  in  place. 

Asia  is  another  big  battlefield.  While 
bt  has  no  Asian  cari'iers  as  paitners, 
AT&T  has  several  alliances.  But  the  top 
prize — Japan's  ntt,  the  world's  lai'gest 
phone  company — is  nonaligned.  bt  has 
signed  a  deal  with  Nippon  InfoiTnation  & 
Communications  (ni&c),  a  joint  venture 
between  ntt  and  IBM,  last  July.  And,  in 
early  March,  AT&T  announced  that  ntt 
would  offer  WorldSoiu'ce  products  in  Ja- 
pan for  a  six-month  trial.  But  neither 
deal  indicates  a  long-term  airangement 
for  bt  or  at&t.  In  the  end,  ntt  could 
even  decide  to  pair  up  with  both. 

If  that  seems  unlikely,  remember  that 
telecommunications  and  other  high-tech 
markets  are  rife  with  competitors  who 
are  also  customers  and  ]Dartners  of  each 
other.  "The  infonnation-technology  busi- 
ness isn't  cola  wars,"  says  Barry  W. 
Sullivan,  head  of  market  development 
at  EDS.  He  should  know:  After  being 
beaten  by  at&t  on  a  big  contract  for 
Delta  Air  Lines  Inc.,  EDS  turned  around 
to  join  AT&T  on  a  winning  bid  for  a  huge 
Xerox  Coip.  project.  "This  is  a  complex 
business:  The  idea  is  to  have  situational 
allies  and  no  enemies,"  says  Sullivan. 
Hmmm.  Does  this  mean  Vallance  and 
Allen  could  eventually  have  their  own 
tete-d-tetel 

By  Julia  Flynn  in  London  and 
Catherine  Anist  in  New  York,  with  Gail 
Edmoyidson  in  Paris  and  bureau 
repotis 


politicians  and  their  German  countei"- 
parts  fi'et  about  the  sharp  pain  that 
such  competition  would  inflict  on 
their  inefficient  state  monopolies. 
Those  same  monopolies,  though,  are 
losing  gi'ound  daily  to  um'egnlated 
earners. 

"LOSING  TIME."  Deutsche  Telekom 
and  France  Telecom  have  ah'eady 
stumbled  badly  with  their  first  alli- 
ance, Eunetcom,  which  was  formed 
in  1993  to  offer  network  services  to 
multinationals.  Infighting  and  the 
lack  of  a  clear  strategy  made  Eunet- 
com ineffectual,  analysts  say.  The 
two  carriers  announced  a  broader 
venture  in  December,  1993:  Atlas, 
meant  to  subsume  Eunetcom  and  in- 
tegrate both  earners'  business  ser- 
vices. But  France  Telecom  and 
Deutsche  Telekom  have  yet  to  win 
EU  approval  for  Atlas.  "We  are  losing 
time  and  business,"  admits  a  France 
Telecom  executive.  "Every  day,  I 
lose  customers  to  bt." 


The  Sprint  alliance,  if  it  goes 
through,  could  turn  that  around. 
Sprint  already  has  global  data  and 
electronic-mail  networks  in  place. 
Those  would  be  combined  with  Eu- 
netcom's  high-speed  network  that 
links  up  hubs  throughout  the  U.  S. 
and  Europe.  Sprint,  for  its  part,  is 
confident  of  success,  however.  "The 
issue  is  not  whether  the  deal  will  go 
fomard.  The  issue  is  what  condition 
will  be  placed  on  it,"  says  John  R. 
Hoffman,  Sprint's  senior  vice-presi- 
dent for  external  affairs.  He  thinks 
that,  in  the  end,  the  EU  will  say 
yes — but  it  might  limit  how  much 
long-distance  traffic  the  two  Europe 


an  monopolies  are  pennitted  to  fun- 
nel to  Sprint. 

But  government  approvals  alone 
won't  guarantee  success.  The  al- 
liance's organization  is  so  complex 
that  some  industry  observers  wond( 
how  it  will  ever  work.  Each  earner 
will  be  the  sole  provider  in  its  hom( 
market.  Together,  the  thi-ee  will  i-ur 
a  regional  gi'oup  for  Western  and 
Eastern  Europe,  while  the  Europea 
paitners  will  service  the  rest  of  the 
world. 

While  those  details  are  being 
worked  out,  France  Telecom  and 
Deutsche  Telekom  continue  to  pres- 
sure their  regulatoi's  to  delay  open- 
ing markets.  Maybe  they  should  dn 
the  effort.  The  sooner  they  start 
competing  at  home,  the  sooner  thej  - 
develop  the  skills  to  tangle  with  at.  ] 
and  BT  around  the  world. 

By  Gail  Edmo7idson  in  Hanover, 
ivith  Linda,  Bemier  in  Brussels  am 
Kevin  Kelly  in  Chicago 
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Business  Week  and  McGraw-Hill 
School  Publishing  Company 
Proudly  Announce  the  Winners  of  the 


Fifth  Annual  Business  Week  Award 

for  Instructional  Innovation: 
Schools  in  the  Age  of  Technology 

We  salute  these  schools  for  advancing  the  implementation 
of  technology  in  the  classroom.  Their  efforts  will  better  serve 
our  children  and  society,  now  and  in  the  future: 


John  Muir  Elementary  School 
Long  Beach,  California 

Bailey's  Elementary  School 
for  the  Arts  and  Sciences 
Falls  Church,  Virginia 

Maxwell  Middle  School 
Tucson,  Arizona 

Hunterdon  Central  Regional  High  School 
Flemington,  New  Jersey 

Mainland  High  School 
Daytona  Beach,  Florida 


Funding  for  this  annual  award  was  made  possible  in  part  by  the  advertising  support 
of  the  following  companies  who  sponsored  Business  Week's  November  15,  1993 
special  advertising  section  "The  Future  of  Technology  in  Education": 

ARCO,  Chrysler  Corporation,  Compaq  Computer  Corporation,  Corporation  for 
Public  Broadcasting,  Edmark  Corporation,  IBM  Corporation,  Martin  Marietta  Corporation, 
McGraw-Hill,  Inc. ,  State  of  Iowa,  Tandy  Corporation,  and  WordPerfect. 


m 


BusinessWeek 


Beyond  news,  hilellieence. 


This  program  was  developed  in  cooperation  with  the  Association  for  Supervision  and  Curriculum 
Development,  the  American  Association  for  School  Administrators, 
Council  of  the  Great  City  Schools,  and  the  National  School  Boards  Association. 
Descriptions  of  the  winning  programs  are  available.  Call  212-512-6512  to  request  copies. 


Developments  to  Watch 


EDITED  BY  NEIL  GROSS 


BEATING  SWORDS 
INTO 

CELLULAR  PHONES 

CELLULAR-PHONE  OWNERS 

may  soon  benefit  from  the 
end  of  the  cold  war.  Onetime 
foes  Electrotechnical  Univer- 
sity of  St.  Petersburg  and 
Sandia  National  Laboratories 
in  New  Mexico  are  helping 
Superconducting  Core  Tech- 
nologies Inc.  in  Golden,  Colo., 
develop  materials  for  more 
sensitive  receivers  for  cell 
phones  and,  eventually,  satel- 
lite dishes.  It's  the  first  fruit 
of  the  Industrial  Partnering 
Progi-am,  which  Congi'ess  en- 
acted last  year  to  find  work 
for  Russian  scientists  not  re- 
lated to  weapons. 

SCT  is  working  on  combin- 
ing two  types  of  thin  films 
onto  one  receiver  chip.  One 
type  is  superconducting  when 
chilled  by  a  tiny  compressor, 
making  it  sensitive  to  faint 
cellulai-  signals.  The  other  fikn 
type  is  feiToelectric — a  prop- 
erty that  makes  signals  trav- 
el through  it  more  quickly 
when  a  voltage  is  applied.  A 
change  in  the  voltage  alters 
the  resonant  frequency  of  the 
receiver,  so  it  picks  up  de- 
sii'ed  signals  with  great  preci- 
sion and  filters  out  noise  ef- 
fectively. SCT  plans  field  trials 
this  summer. 


A  SEEING-EYE  HELPER  FOR  THE  INTERNET 


THESE  DAYS,  A  SELF-DESCRIBED  SURFER  IS  MORE  LIKELY 

to  bask  in  radiation  fi'om  a  computer  screen  than  from 
the  sun.  But  not  people  with  extremely  bad  eyesight. 
Often,  they  can  make  out  words  only  by  squinting  hard 
at  each  successive,  enlarged  letter.  Tackling  the  Internet 
is  fnastrating,  at  best. 

That's  why  Elizabeth  Goldring,  an  almost  blind  poet 
and  director  of  exhibits  at  Massachusetts  Institute  of 
Technology's  Center  for  Advanced  Visual  Studies,  was 
elated  to  see  the  word  "sun" — the  fii-st  total  word  she 
had  been  able  to  read  in  years.  It  was  projected  onto 
her  retina  by  a  scanning  laser  ophthalmoscope,  or  SLO. 
Essentially  a  miniature  projection-TV  system,  the  SLO  is 
a  $100,000  research  tool  for  probing  inside  the  eye.  But 
to  Goldring,  it  promised  a  gateway  to  the  Internet,  if  it 
could  be  hooked  up  to  her  computer. 

Robert  H.  Webb,  the  scientist  at  Schepens  Eye  Re- 
seai'ch  Institute  in  Boston  who  invented  the  SLO  a  decade 
ago,  had  his  doubts.  But  using  the  SLO,  Goldring  saw 
words  and  images  transmitted  over  the  Internet  into  a 
computer.  Most  visually  impaired  people,  Webb  says,  will 
have  to  wait  for  goggle-size  SLOs  with  lenses  made  from 
semiconductor  lasers.  The  technology  exists,  he  says,  but 
not  a  market.  "If  the  video-game  people  would  just  grab 
this,"  he  adds,  "it  would  take  off  like  a  rocket." 


ONLY  YOUR 
FAT  CELLS 
KNOW  FOR  SURE 

WHEN    IT   COMES   TO  HA 

color,  the  best  do-or-dye 
forts  haven't  gotten  to  t 
root  of  the  problem.  Biote 
startup  Anticancer  Inc 
San  Diego  has  a  new  scher 
for  zapping  those  unsighl 
grays:  Its  scientists  inst 
color  into  fatty  dropk 
called  liposomes,  which  c 
be  applied  to  the  scalp  in 
shampoo,  says  Andrew 
PeiTy,  president  of  the  cc 
sumer  products  unit,  f 
searchers  discovered 
technique  while  developing 
treatment  for  chemotheraj 
related  hair  loss. 

The  liposomes  attach  the 
selves  to  the  hair  follicle  sh 
and  deliver  the  pigmen 
which  could  range  fi-om  C( 
ventional  blond  and  brovm 
eye-popping  pink  or  gre 
The  company  hopes  to  s( 
stait  clinical  trials  on  hum; 
and  expects  few  regulat 
hurdles,  since  the  prod 
never  enters  the  bloodstre; 
Meanwhile,  in  the  laboratc 
Anticancer  scientists  are 
ready  grappling  with  th 
next  big  challenge:  a  gi 
therapy  that  would  prev 
hair  from  tm-ning  gray  in 
first  place. 


SOME  COLD  WATER  ON  HOT-ENZYME  R&D 


A  DECADE  AGO,  SCIENTISTS 

were  thrilled  by  the  discov- 
ery of  single-celled  crea- 
tures that  thrive  in  hot  vol- 
canic vents  under  the  sea. 
By  learning  how  these 
hyperthermophiles  re- 
mained stable  above  lOOC — 
temperatures  lethal  to  all 
other  life  forms — they 
hoped  to  create  sturdy  in- 
dustrial enzymes  that 
would  make  everything 
from  sweeteners  to  cleans- 
ers. Now,  researchers  un- 
locking the  critters'  secrets 
question  that  approach. 


Last  fall,  for  the  first 
time.  University  of  Georgia 
biochemist  Michael  W.  Ad- 
ams and  Cali- 
foiTiia  Institute 
of  Technology 
chemist  Doug- 
las C.  Rees 
elucidated  the 
atomic  struc- 
ture of  an 
enzyme  in  a 
typical  hyper- 
theiTnophile,  called  Pyrococ- 
cus  furiosus.  Using  a  com- 
puter to  correlate  results 
from  amino  acid  sequencing 


with  data  on  the  pi'otein's 
crystal  stiuctm-e,  they  made 
a  rendering  of  how  charac- 
teristic protein  stmctui'es 
are  distributed  in  the  en- 


zyme (above).  The  big  sui- 
prise:  "There  are  no  magical 
structures  or  new  chemical 
reactions  that  account  for 


the  enzyme's  stability,"  say.s 
Adams.  Rather,  its  unique 
behavior  arises  from  "an  ac 
cumulation  of  subtle  ef- 
fects"— including  how  the 
10,000-odd  at- 
oms are  ar- 
ranged. Adan 
now  thinks  it 
will  be  hard  t 
rejigger  con- 
ventional en- 
zymes to  witl 
stand  heat.  Tf)| 

 .      obtain  enzym 

that  are  active  and  stable  a  ^' 
such  temperatures,  scientis  q 
will  have  to  find  them  in  m, 
ture  and  purify  them. 
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ogical?  Of  course.  But  all  too 
n,  organizational  change  efforts 

0  reach  much  below  the  manage- 
t  level.  So  the  goal  of  improved 
ormance  is  never  achieved. 

1  idersen  Consulting  can  help  you 


OK,  now  floor  it. 

create  a  seamless  linkage  of  all  of 
the  essential  enterprise  components: 
strategy,  technology  process  and 
people.  In  this  way  the  entire  organ- 
ization gains  speed  and  agility. 
And  a  new  era  is  off  and  running. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Science  &  Technology 


HEALTH  CARE 


MEDICINE'S  NEW 
WEAPON:  DATA 

Information  systems  improve  treatments-and  save  money 


For  many  .\mencans,  medical  iraio- 
vation  is  s\"non\Tnous  with  gleam- 
ing liigh-tech  products:  million-dol- 
lar scanners  that  look  as  if  they 
belong  in  xasa's  Mission  Control,  vials 
of  gene-spliced  mii-acle  dings,  titanium- 
alloyed  instinments  that  can  perform 
sm'geiT  through  a  womihole  incision. 

Today,  though,  health  cai'e's  new  pow- 
er brokers — HMOs,  buying  gi'oups,  and 
other  managed-cai-e  organizations — have 
a  different  vision  of  innovation.  Kaiser 
Permanente,  the  nation's  largest  and 
oldest  HMO,  recently  took  what  it  consid- 
er an  innovative  step  towai'd  improving 
and  prolonging  the  hves  of  diabetics. 
The  technology"  a  simple  computer  data- 
base. 


Kaiser  combed  through  disconnected 
data  fi-om  its  bilhng,  admitting,  and  lab 
departments,  and  a  survey.  It  then 
created,  for  the  first  time,  a  registiy  of 
the  84.000  diabetics  among  its  2.4  million 
Northern  CalifoiTiia  membei-s.  Now,  Dr. 
Joseph  Selby,  Kaiser's  associate  dii'ector 
for  health-services  research,  is  using 
that  resource  to  evaluate  Kaiser's  per- 
foiTnance  in  sening  those  patients.  The 
preliminaiy  word — not  so  hot. 

Although  diabetes  is  the  leading 
cause  of  blindness.  Selby  discovered  that 
15%  to  20%  of  Kaiser's  diabetic  patients 
aren't  getting  their  eyes  checked  rou- 
tinely. Meanwhile,  standard  office  vis- 
its ai'en't  doing  enough  for  patients  bat- 
tling complex  problems  such  as  obesity 


and  stress,  which  make  the  diseas 
worse.  Kaiser  plans  more  aggressiv 
eye-screening  progi"ams  and  may  set  i 
patient  support  gi'oups  and  more  acce 
to  specialist  nurses.  "We're  leveragii 
our  data  to  improve  patient  care,"  1 
says. 

HUGE  PAYOFF.  And  cut  costs.  The  U. 
spends  more  than  $100  bilUon  annual 
on  the  disease,  so  more  effective  strat 
gies  promise  a  huge  payoff.  And 
1996,  Selby  hopes  to  have  registries 
cancer,  .\IDS,  and  other  major  disease 
Leveraging  data  to  more  cost-effe 
tively  treat  patients  is  today's  new  inr 
vation  imperative.  Evei^^-where  you  lo 
in  medicine,  providers  are  aiming 
the  seemingly  conti-adictoiy  goals  of  ci 
ting  costs  and  improving  cai'e.  The  ke 
Better  information  systems,  which 
why  the  industiy  is  expected  to  spe 
more  than  S6  billion  on  them  in  1996. 
the  meantime,  the  demand  for  all 
the  most  vital,  more  traditional  medii 
technologies  has  fallen  off  sharply.  Pi 
diets  Dr  David  M.  LavvTence.  chief  ex« 
utive  of  Kaiser  Foundation  Health  PI; 
"We've  gone  from  celebrating  cai'e  ii 
benefits  people  at  the  margins,"  su 
as  hugely  expensive  sui'geries  for  a  ft 
to  seeking  technology  that  "will  allow 
to  provide  superior  care  at  the  low^ 


THE  NEW  ROUTE  TO 
MEDTEGH  INNOVATION 


GATHER  DATA 

Put  patient 
information  from 
medical  instruments, 
pharmacies,  labs,  and^ 
treatment  plar 
in  a  central 
database 


^1  STANDARDIZE  TREATMENT 

^^^j  Assess  patient  data  to 
"^^1  determine  the  most 
effective  treatments  for  various 
illnesses  or  conditions  and  adopt 
em  as  standards 


>^  PURGE 

INEFFICIENCIES 
■^t.  Analyze  the  data 
to  identify  and  eliminate 
the  least  effective  tests 
procedures,  and 
treatments 


FOCUS  ON 
COMPLETE  CARE 

Develop  care 
plans — from  testing  high-risk 
patients  to  dietary  plans  to 
support  groups — that  help  identify 
unhealthy  conditions  early, 
prevent  illnesses,  and  get  patients 
to  follow  treatment  plans 

THE  RESULT 

Better  treatment 
at  lower  cost 
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REALITY 


Find  the  perfect  solution 

for  your  business  and 
the  problem  will  change. 


No  company  is  a  stranger  to  change. 
Whether  or  not  change  is  a  HabiHty, 
however,  depends  on  the  flexibihty  oF 
your  information  system.  Therein  Hes 
the  beauty  ot  Sybase. 

We're  one  ot  the  largest  companies 
m  the  software  mdustry  because  of  a 
simple  but  prolound  idea:  Information 
systems  that  adapt  to  change  give  you  a 
sustamable  busmess  advantage. 

Other  companies  sell  you  a  short- 
term  fix  with  a  long-term  drawback. 
You  get  locked  into  doing  things  their 
way.  By  contrast,  Sybase  solves  your 
immediate  needs  within  an  adaptable 
architecture  that  lets  you  build  flexibility 
into  all  of  your  operations.  From  order 
processing  to  marketing  to  finance. 

That  explains  why  companies  like 
Federal  Express,  MCI,  and  Avis  have 
chosen  Sybase.  So  call  1-800-SYBASE-l, 
ext.  6832  to  learn  more. 

It'll  be  well  worth  your  time.  Because 
tomorrow,  everything  will  change. 

ISybase 

Architected  for  Change" 


•ilheU.S,  call 410-224-8044  ©  1995 Sybase, Inc 


Science  &  Technology 


total  cost  for  populations  of  people." 

It  is  the  shift  to  a  systemwide  focus, 
notes  Bnice  Eichhom  of  Hewlett-Pack- 
ard Co.'s  medical  product  gi'oup,  that 
has  brought  "grit-wrenching  change"  to 
the  medical  technology  industry.  It's 
putting  the  squeeze  on  many  entrepren- 
eurs, giving  new  clout  to  older,  bigger 
players,  and  creating  myriad  opportu- 
nities for  savvy  infonauts  and  marketers 
who  understand  that  even  the  most  ex- 
otic technologies  must  be  packaged  as 
cost-effective — or  they  won't 
fly.  "Manufacturers  must  come 
up  with  innovative  applica- 
tions," says  Steven  G.  Sudo- 
var,  senior  vice-president 
of  drugmaker  Hoffmann-La 
Roche  Inc.  "And  the  key  is  in- 
formation management." 

Hoffmann-La  Roche  is  act- 
ing on  that  principle.  The 
Swiss  ding  giant  has  a  10-year- 
old,  poweiful  antibiotic  called 
Rocephin,  for  example.  It's  not 
cheap.  But  for  problems  such 
as  ear  infections,  sometimes 
just  one  shot  can  be  a  cure. 
Ti-ouble  is,  doctors  often  try 
mild  diTigs  fii'st,  only  turning 
to  potent  stuff  if  the  patient 
doesn't  respond.  Or  some  docs 
figui'e  if  Rocephin  once  a  day  is 
good,  twice  is  better.  Both  sce- 
narios unnecessarily  add  costs. 
GIZMO  GLUT.  To"  keep  the 
1,100-facility  VHA  Inc.  buying 
group's  business,  Roche's  Su- 
dovar  offered  what  he  calls 
"risk  sharing."  He  made  a 
pitch  to  VHA  that  Rocephin, 
used  properly,  could  save  mon- 
ey by  eliminating  other  medications  and 
excess  office  visits.  Roche  has  agi'eed  to 
use  its  sales  force  to  discourage  physi- 
cians fi'om  injecting  more  than  is  need- 
ed for  a  patient.  In  turn,  vha,  using  its 
data  systems,  helps  Roche  identify  doc- 
tors who  need  that  guidance.  "Twice  a 
day  is  not  good  medicine,  and  it's  not 
good  business,"  says  Sudovai-.  Adds  Wil- 
liam J.  Elliott,  senior  vice-president  for 
supply-chain  management  for  vha, 
"Even^hing  has  to  be  focused  around 
reducing  cost  of  cai'e."  Across  the  boai'd, 
he  says  vha  member's  ai'e  scouring  their 
.systems  for  inefficiencies,  from  wasted 
surgical  sutures  to  duplicative  foiTns. 

The  incentive  for  such  action  is  man- 
aged care's  gi-owing  reliance  on  capita- 
tion— or  paying  primary-care  doctors 
and  hospitals  a  set  rate  per  patient  cov- 
ered, no  matter  how  much  care  is  re- 
quired. Hospitals  used  to  compete  for 
patients  based  on  things  like  how  many 
heart  transplants  they  performed  or 


how  many  magnetic  resonance  imaging 
scanners  they  owned.  But  with  employ- 
er demands  for  capitation,  providers 
oveiTiight  w^ent  fi'om  making  more  mon- 
ey by  doing  more  procedures,  to  losing 
money  for  every  unneeded  procedure 
performed. 

Providers  ai'e  first  modernizing  back- 
office  functions,  such  as  accounting  and 
inventory — and  finding  surprising  oppor- 
timities.  "We  didn't  even  know  we  didn't 
need  all  these  new  gizmos,"  says  Kim 


a 


Byi'd,  assistant  director  of  Q£ff  g  SLEUTHS 

materials  management  for 


es — heart  monitoi'S,  infusion  pumps,  ve 
tilators,  blood  pressure  and  gas  moi 
tors.  Not  long  ago,  such  a  set-up  wou 
generate  several  hundred  pieces  of 
per  manually  filled  out  and  shipp 
ai'ound  the  hospital  by  "sneakemet" 
erally  by  foot).  Now,  "the  devices  ha 
to  change,  the  architecture  has 
change,  and  the  development  proce 
has  to  change,"  says  Eichhom. 

In  that  vein,  hp  is  rolling  out 
"Careview"  system,  which  provides 
workstation  at  the  patien 
bedside  that  records  readin 
fi'om  all  instruments  attach 
to  the  patient,  making  all  re 
vant  patient  records  availal 
in  one  spot,  updated  constani 
That  saves  money  by  cutti 
staff  time  spent  in  recordi 
data.  There's  no  more  waiti 
for  lab  results  because  a 
sneakernet  connection  is  or 
coffee  break.  And  such  thir 
as  warnings  about  patient  di 
allergies  can  be  built  in  to  p 
vent  unneeded  complication; 

Over  time,  that  growing 
ervoir  of  data  becomes  e\ 
more  valuable.  A  provider 
find  out  precisely  how  the 
tient  was  treated,  how  differ 
patients  with  the  same  diag 
sis  w^ere  treated,  complicat 
rates,  even  how  individual  d 
tors  aj'e  perfoiTning.  Since  pi 
tice  patterns  can  vary  trem 
dously  by  geogi-aphic  regi 
systems  like  this  help  pro\id 
bring  practices  in  line  with 
most  proven  methods.  "Up 
til  this  point,  no  one  was  e 
able  to  measm-e  wiiat  work( 
notes  HP  marketing  mana. 


St.  Joseph's  Medical  Center  Sequana  scientists  Jill  Glashow  Padwa. 

Eventually,  these  infori 
tion  systems  will  form  a  con 


of  Stockton,  Calif.  In  just  will  tap  Kaiser's 

one  case,  Byrd  and  supplier  patient  records 
Abbott  Laboratories  ana-        f  ^  <-u  nvA 
lyzed  St.  Joseph's  catheter      ^tuav  me  D^A 
supply  orders.  Byi'd  found  of  diabetics 
that  the  hospital  was  buy- 
ing multiple  products  in  each  of  18  dif- 
ferent lines.  And  the  staff  wasn't  using 
cathetei-s  unifoiTnly,  so  patients  had  cath- 
eters replaced  unnecessaiily,  which  rais- 
ed their  risk  of  infection.  St.  Joseph's 
standai'dized  on  one  or  two  products  per 
Une,  then  educated  the  staff  about  opti- 
mal procedui'es.  The  hospital  should  save 
$165,000  over  the  next  five  years — and 
improve  patient  care. 

Networking  systems  to  link  the  cost 
and  effectiveness  of  cai"e,  hospitalwide,  is 
a  more  complex  challenge.  A  patient  in 
an  intensive  care  unit,  for  example,  may 
be  hooked  up  to  a  dozen  different  devic- 


uous  feedback  loop  that  p 
pels  other  kinds  of  innovat 
Kaiser  is  collaborating  w 
San  Diego-based  Sequ. 
Therapeutics,  a  biotech  outfit  look 
for  cures  for  diabetes  by  understa 
ing  its  genetics.  Sequana  hunts 
genes  by  starting  with  inheritance  ] 
terns  in  real  patients.  Now,  insteac 
putting  ads  in  the  paper,  says  Sequ 
CEO  Kevin  J.  Kinsella,  "at  the  flick 
computer  keyboard  you  can  iden 
everyone  with  diabetes"  that  Ka: 
covers  and  have  access  to  records 
those  patients  that  are  far  more 
able  than  a  given  patient's  memoiy. 

This  new  innovation  paradigm,  h 
ever,  is  leaving  many  small  player 
the  $42  billion  device  business  in 
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(The  largest  new  market  in  the  world) 
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Marketing 


lurch.  "[Buyers]  won't  give  you  any 
margin,  flexibility,  or  room  to  operate. 
Vendors  end  up  without  money  to  inno- 
vate," laments  Joseph  Mandato,  chief 
executive  of  Origin  Medsystems,  a  mak- 
er of  minimally  invasive  sui'gical  devices. 

To  make  matters  worse,  managed- 
care  organizations  want  to  cut  fewer, 
bigger  deals,  which  would  favor  larger 
vendors.  Robert  W.  Croce,  franchise 
chaiiTnan  for  Johnson  &  Johnson's  Ethi- 
con  Endo-Surgeiy  division,  for  one,  has 
won  huge  market  share  in  the  minimal- 
ly invasive  surgery  mai'ket  for  the  past 
several  years — not  so  much  with  new 
technology,  but  with  add-ons  such  as 
Ethicon's  state-of-the-art  training  facil- 
ities. Ethicon  has  even  spent  several 
million  on  a  "virtual  reality"  surgical 
simulator  "People  are  looking  for  who 
can  deliver  the  goods  in  a  new  way," 
says  Croce.  And  having  surgeons 
trained  projjerly  up  fi'ont  is  more  eco- 
nomical for  providers  in  the  long  ran. 
"GOOSE  BUMPS."  Meantime,  venture 
capitalists  are  far  more  selective  in  theii" 
medical  investments.  Today,  they  are 
moving  toward  funding  softwai"e-orient- 
ed  medical  information  system  develop- 
ers. Says  Russell  Hirsch,  a  partner  with 
the  Menlo  Park  (Calif.)  Mayfield  Fund: 
"It  gives  me  goose  bumps  to  think  of 
the  value  resident"  in  the  infomiation 
such  systems  can  captui'e.  He's  working 
with  entrepreneurs  to  come  up  with 
progi'ams  to  standardize  patient  care, 
and  other  data-leveraging  ajjproaches. 

Still,  novel,  breakthrough  products 
can  find  takers.  Greenleaf  Medical  Sys- 
tems, a  small  Palo  AJto  (Calif.)  maker  of 
sophisticated  devices  that  measm-e  hand 
function,  for  example,  has  seen  a  surge 
in  revenues  in  the  past  two  years  be- 
cause its  $20,000  to  $40,000  smart  ma- 
chines fill  an  important  niche:  Worker's 
compensation  claims  are  soaring  for  re- 
petitive motion  injuiies  to  the  hand,  and 
Greenleafs  devices  can  help  providers 
win  contracts  to  evaluate  workers  and 
get  them  back  on  the  job. 

Both  payer  and  patient  win  when  a 
condition  is  approj)riately  treated  or  pre- 
vented, rather  than  allowed  to  escalate 
because  of  disorganized,  or  pocket- 
lining  patient  management.  In  the  long 
run,  preventing  a  disea.se  or  nipping  it  in 
the  bud  is  always  the  cheapest  path. 
Nevertheless,  some  critics  argue  that 
managed  care  is  still  not  effectively  em- 
bracing some  potential  cost-saving  tech- 
nologies. That  may  be  an  unfortunate 
but  necessaiy  aspect  of  playing  catch-up 
on  the  computer  side.  When  health-care 
information  management  matches  the 
sophistication  of  those  Mission  Control 
scanners,  medicine  will  be  ready  for 
more  quantum  leaps. 

By  Joan  0'  C.  Hamilton  in  San 
Francisco,  with  bureau  reports 
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FOOD 


WILL  so  MANY  INGREDIENTS 
WORK  TOGETHER? 

Philip  Morris  pulls  its  food  operations  into  one  Kraft  empire 

Not  long  ago,  sales- 
people from  all  four 
major  units  of  Kraft 
General  Foods  Inc. 
would  converge  on  Ted 
E.  Tomczak's  suburban 
Chicago  store  at  the 
worst  possible  moment. 
Representing  Kraft, 
General  Foods,  Oscar 
Mayer  Foods,  and  Max- 
well House,  they  would 
pester  the  harried  shop- 
keeper for  order's  just  as 
a  freezer  broke  down  or 
a  big  shipment  anived. 
"I'd  be  foaming  at  the 
mouth,"  Tomczak  says. 

Now,  Kraft  wants  to 
make  his  job  simpler. 
With  a  new  management 
team  and  a  new  name, 
Philip  Morris  Cos.'  $17 
billion  North  American 
food  division  is  puUing 
itself  together.  Seven 
years  after  the  merger 
of  Kraft  and  General 
Foods,  the  independently 
run  fiefdoms  will  finally 
be   unified.   The  new- 
Kraft  Foods   Inc. — no 
more    "General" — will 
present  a  single  face  to 
the  26,000  stores  it  calls 
on.  With  one  headquar- 
ters and  one  sales  force 
by  the  end  of  1995, 
Kraft's  relations  with 
buyers  and  stores  will  never  be  the 
same.  Tomczak,  whose  Asbuiy  Street 
Market  in  Evanston,  111.,  has  been 
among  the  first  to  get  the  new  system, 
likes  what  he  sees  so  far:  "You  don't 
have  all  these  people  bothering  you." 
TEAM  SPIRIT.  For  Robert  S.  Morrison, 
CEO  of  Ki'aft  Foods  since  December,  the 
rewards  seem  obvious.  By  melding  the 
company's  ;3,500-strong  sales  force  into  a 
single  unit,  he  can  send  just  one  repre- 
sentative to  each  store  instead  of  a 
handful,  boosting  efficiency.  Rather  than 
focusing  on  a  single  brand,  sales  manag- 
ers will  be  reorganized  into  300  mar- 


An  Oscar  Mayer  rep  used  to 
dealing  with  the  deli  case  may 
be  ill-suited  to  peddling  salad 
dressing  and  breakfast  cereal 


MORRISON:  UNDER  PRESSURE  TO 
PRODUCE  FATTER  MARGINS  FAST 


keting-support  teams,  each  devoted  '■. 
one  chain  of  stores.  That  should  h<^' 
coordinate  the  marketing  and  pron 
tion  efforts.  But  streamlining  at  tj" 
store  level  could  cause  its  owm  pn 
lems:  The  Oscar  Mayer  salesperson  w 
lavishes  attention  on  the  deli  case  n"'' 
be  ill-suited  to  peddling  salad  dressi* 
and  breakfast  cereal.  With  each  rep  h;  " 
dling  a  wider  array  of  goods,  sn:''^^ 
brands  and  line  extensions  could  }' 
lost  in  the  shuffle. 

The  changes  at  Kraft  stem  fi"om  sc 
searching  among  suppliers  faced  w 
new  demands  from  their  grocery  c 


larketing 


^ow,  Morrison  can  get  more  bang  from  his  promotional 
buck  by  pooling  resources  among  brands 


?rs.  As  retailers  have  learned  to  an- 
3  scanner  data  and  have  upgraded 
•  own  highly  profitable  store  brands, 
've  become  tougher  sells  for  nation- 
rands.  To  win  retailers'  allegiance, 
't  and  its  rivals  must  provide  better 
keting  support,  tailored  to  each 
5.  "It's  no  longer  one-size-fits-all," 
James  J.  Jermann,  senior  vice-pres- 
t  at  Hannaford  Brothers  Co.,  a  gro- 
chain  in  Scarborough,  Me. 
nt  how  to  accomplish  that?  ConAgra 
the  only  other  U.  S.  food  outfit  of  a 
lar  scale,  takes  an  opposite  ap- 
ch,  with  more  than  a  dozen  separate 
;  forces.  That  allows  each  operat- 
jompany  to  focus  on  its  own 
less — and  jump  at  opportu- 
s.  "Leverage  in  the  market- 
;  is  important,  but  we  have 
"  ways  to  do  this  that  are  far 
ir  than  trying  to  have  one 
live  sales  force,"  says  Leroy 
ochmann,  head  of  ConAgra's 
our   Swift-Eckrich,  which 
)etes  with  Oscar  Mayer.  But 
■ison  says  ConAgra  is  ineffi- 
:  "They're  paying  an  awful 
f  money  to  have  a  lot  of  du- 
:ion,"  he  says.  Quaker  Oats 
las  moved  toward  Kraft's  ap- 
;h  recently,  as  has  Procter  & 
ble   Co.,   which  Morrison 
3  as  the  closest  model, 
r  Kraft,  a  unified  sales  force 
iccount-based  marketing  are 
y  new  ideas:  Former  execu- 
recall  suggesting  them  in 
But  under  Michael  A.  Miles, 
stepped  down  as  Philip  Mor- 
EO  last  year,  Kraft  moved 
)usly.  Now,  his  successor,  Geoffrey 
ble,  wants  fast  action.  Kraft's  oper- 
margin  of  14%  looks  good  for  a 
company,  but  Bible  is  used  to  much 
r.  Last  year,  Philip  Morris'  tobacco 
tions  boasted  margins  of  34%.  For 
•  gi'owth  in  food,  Bible  recently 
inalysts,  Kraft  must  capitalize  on 
huge  manufacturing,  marketing, 
ales-force  synergies  that  have  been 
1  our  grasp." 

HED  ORDERS.  Morrison  knows  he's 
■  the  gun,  along  with  boss  James 
Its,  who  heads  worldwide  food  at 

Morris,  and  top  heutenant  John 
)wlin,  chief  operating  officer  of 

"The  theory  is  right,  but  it's  not 
i  to  implement,"  notes  S.  Leigh 
,  an  analyst  at  S.  G.  Warburg  & 


Co.  Morrison  knows  that  better  than 
anyone:  In  1990,  as  the  new  head  of 
Kraft  Canada,  he  merged  the  Canadian 
sales  forces  of  Ki-aft  and  General  Foods. 
Three  weeks  later,  irate  customei-s  were 
at  his  throat  over  botched  orders.  "I 
had  to  personally  go  and  make  sales 
calls  to  hold  hands,"  Morrison  recalls 
ruefully. 

A  U.  S.  reorganization  is  an  even  big- 
ger task,  but  the  transition  won't  be  so 
abrupt.  Kraft  developed  a  separate  mar- 
keting team  for  Wal-Mart  Stores  Inc. 
four  years  ago.  It  combined  the  Gener- 
al Foods  and  Maxwell  House  sales  forc- 
es last  year.  And  the  year  before,  it 


WHArS  COOKING  AT  KRAFT 


ESTIMATED  1995  SALES 

BILUONS  OF  DOLLARS 


PERCENT 
FROM 


RISE 
1994 


KRAFT  SINGLES, 
VELVEETA,  OTHER  CHEESE 

$2.9 

9% 

MIRACLE  WHIP,  PARKAY, 
OTHER  GROCERIES 

2.4 

5 

OSCAR  MAYER  AND 
LOUIS  RICH  MEAT 

2.3 

6 

ENTENMANN'S  AND 
FREIHOFFER'S  BAKED  GOODS 

1.6 

7.5 

POST  AND  SHREDDED 
WHEAT  CEREALS 

1.5 

6 

MAXWELL  HOUSE,  SANKA, 
OTHER  COFFEE 

1.3 

10 

JELL-0,  KOOL  WHIP 

0.8 

6 

KOOL-AID,  TANG, 
OTHER  BEVERAGES 

0.8 

3 

DATA:  S.G.  WARBURG  &  CO. 

merged  Oscar  Mayer  and  Kraft  sales. 

Each  Kraft  sales  rep  will  visit  fewer 
stores,  and  most  will  serve  a  single  re- 
tail chain,  rather  than  different  custom- 
ers in  the  same  neighborhood.  With  an 
estimated  30%  more  time  in  each  store, 
they'll  be  able  to  set  up  more  displays 
and  build  better  relations  with  store 
managers.  That  will  lead  to  higher  vol- 
umes, Morrison  predicts.  Yet  even  he 
admits  that  Kraft  will  probably  lose 
some  expertise  in  individual  brands. 

He  intends  to  compensate  with  un- 
beatable account-service  teams.  Every 
major  retail  chain  wUl  have  a  Kraft  cat- 
egory manager  assigned  to  each  of  its 
buyers,  with  a  senior  Kraft  sales  execu- 
tive supervising.  Support  staffs  in  21  dis- 
tricts, down  from  more  than  70,  will  help 


the  teams  manage  food  categories  and 
assist  with  logistics,  coordinating  ship- 
ments so  that  difierent  brands  arrive  on 
the  same  trucks.  The  big  advantage: 
Kraft  will  combine  the  trade-promotion 
doUars  that  were  previously  fi'agmented 
among  categories  and  brands.  For  in- 
stance, Kraft  plans  to  install  thousands  of 
refrigerated  cases  to  feature  its  prod- 
ucts in  prominent  end-aisle  displays,  a 
steep  investment  feasible  only  if  all  its 
refrigerated  brands  pool  their  resources. 
In  the  past,  with  each  bi-and  pui-suing  its 
own  strategy,  getting  them  to  commit 
promotion  dollars  at  the  same  time  was 
tough.  And  now,  Morrison  can  add  to 
the  mix  some  smaller  brands  that 
wouldn't  have  had  the  budgets  to 
lun  promotions  on  their  own. 
"FAKE  IT."  Kraft's  high-service 
strategy  won't  be  cheap,  and  that 
will  keep  competitors  from  dupli- 
cating it,  Morrison  says.  But  it 
also  exposes  Ki'aft  to  risk  in  an 
era  of  rampant  cost-cutting.  And 
if  brand  managers  subordinate  the 
interests  of  individual  products  to 
the  larger  goal  of  multibrand  pro- 
motions, they  might  cede  too 
much  opportunity  to  rivals  such 
as  ConAgi-a.  The  transition  to  a 
single  sales  force  may  well  take 
longer  than  expected,  especially 
since  Kraft's  computer  systems 
aren't  close  to  being  integrated. 
While  retail  customers  will  get  a 
single  order  sheet  and  a  single 
accounting  of  promotional  dollars, 
Kraft  will  be  changing  systems 
on  the  fly.  But,  says  Morrison, 
"we  can  fake  it.  We  can  have  dif- 
ferent backroom  systems,  and  the  cus- 
tomer doesn't  see  it."  At  p&g,  though,  a 
similai-  integi-ation  took  years  and  led  to 
at  least  a  few  high-level  defections. 

The  trade  won't  stand  for  disruption, 
but  many  top  retailers  say  it's  about 
time  Ki'aft  made  this  move.  "They  were 
really  sending  too  many  people  into  our 
stores.  It  has  all  the  right  vibes  for  us," 
says  Thomas  S.  Haggai,  ceo  of  iga  Inc., 
a  chain  of  2,500  independent  grocers. 
Ki-aft's  toughest  judges  will  be  store 
managers,  such  as  Tomczak  of  the  As- 
bury  Street  Market,  who  have  no  time 
for  trouble.  Morrison  can  be  sure  that  if 
his  new  system  fails  to  perform,  the  na- 
tion's Tomczaks  will  let  him  hear  about 
it  loud  and  clear. 

By  Greg  Bums  in  Northfield,  III. 
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WEB-WEARY?  LET  YOUR  BROWSER 
DO  THE  WALKING 


Of  all  the  sprawling 
streets  and  neighbor- 
hoods  shaping  the 
global  Internet,  the  ever-ex- 
panding World  Wide  Web  is 
becoming  the  chic  high-rent 
district.  The  Web  is  the  In- 
ternet's dashing  side,  com- 
plete with  sound,  nifty  graph- 
ics, even  video.  Visitors  can 
sample  music  from  Wmdham 
Hill  or  buy  a  bottle  of  wine. 
They  can  download  tax 
forms  or  read  transcripts 
from  the  O.J.  Simpson 
trial.  Businesses  are  also 
going  gaga  over  the  Web. 
Thousands  of  companies 
are  creating  so-called  home 
pages  (posted  on  computers 
known  as  servers),  con- 
taining product  infor- 
mation, pictures,  and 
promotional  come-ons. 

Making  it  all  work 
seamlessly  is  a  new 
breed  of  software 
called  Web  brows- 
ers, which  help 
people  explore 
the  Web. 
Browsers  ex- 
ploit a  power- 
ful software 
technique 
knovTO  as  "hy- 
pertext." Web 
pages  and  docu- 
ments contain  links  - 
or  shortcuts  that  can 
whisk  you  between  a  variety 
of  inlbrmation  sources.  With  a 
browser,  you  click  a  mouse  on 
words,  phrases,  or  photos  that 
have  been  highlighted.  By  do- 
ing so,  you  can  retrieve  and 
display  those  documents  or 
digitized  pictures  without 
needing  to  learn  complicated 
commands  in  the  arcane  UNix 
operating  system. 

For  example,  from  the 
home  page  at  the  Interactive 
Employment  Network,  you 
can  choose  such  hypertext 


links  as  career  fair  calendar, 
salary  guides,  and  resume 
writing  tips.  As  your  comput- 
er retrieves  these  links,  it 
may  be  reaching  out  to  serv- 
ers located  

halfway  around 
the  planet.  At 
times  it  seems  so,  too:  If  you 
don't  have  a  fast  modem  con- 
nection of  at  least  14,400  bits 
per  second  and  lots  of  memo- 
ry, you'll  be  doing  more  wait- 
ing than  browsing. 


SOFTWARE 


Browser  programs  are  rap- 
idly becoming  more  access- 
ible. Many  programs  for  Mac- 
intosh and  Windows  can  be 
downloaded  for  free.  And  in 
January,  Prod- 
igy became 
the  first  major 
online  service  to  offer  a 
browser  to  members. 

The  granddaddy  of  multi- 
media browsers  is  Mosaic,  a 
concoction  of  the  National 
Center  for  Supercomputer 


Apphcations  at  the  Uni^ 
sity  of  IlHnois.  Introducec 
1993,  Mosaic  was  made  f 
to  anyone  who  wanted 
download  the  program 
the  Net. 

Mosaic  spavrae( 
gaggle  of  imitat( 
some  with  dii 
Lineage.  Last  y 
jgtf^     the  Universit; 
Mrju      lUinois  signec 
"TRf      agreement  \ 
Naperville  (; 
based  Spyg 
to  develop 
distribute  c 
mercially 
hanced  vers 
of  Mosaic.  I 
such  scion,  ea 
AIR  Mosaic, 
packaged  in  S 
tie-based  Sp 
Internet  in  a  Box  (i 
Users  can  choose  fro  ; 
Ust  of  service  provide:  f 
companies  that  connect  yo  ■ 
the  Net — preselected  by 
This  makes  it  easier  for  n( 
es  to  get  up  and  runr 
Choosing  a  service  prov  v 
on  your  own  is  best  lef 
those  who  are  more  com 
able  vdth  pes:  You'll  hav  1 
fiU  in  the  IP  address,  netn 
and  domain,  among  othe: 
chie  terms. 

DIFFICULT  JOB.  Indeed, 
browsers  ai'e  relatively  t 
ble-free  once  you're  connt 
to  the  Net.  But  some, 
as  SuperHighway  Accesi 
Windows,  can  cause 
graines  during  installa|[||f 
The  problem:  making  sun 
software  is  in  sync  with 
service  provider. 

Meanwhile,  Netscape  ( 
munications,  co-founded  b; 
developer  of  NCSA  Mosaic 
veiled  a  powerful  brows^ 
its  own  last  year,  called 
scape  Navigator  The  pro; 
is  free  over  the  Net;  folks 


I6f 


192  BUSINESS  WEEK  /  MARCH  27,  1995 


it  a  warranty  and  upgrades 
it  fork  over  a  $39  registra- 
i  fee.  Most  Netscape  users 
uire  separate  software  to 
nect  to  an  Internet  access 
vider.  But  Netscape  is  be- 
bundled  as  part  of  The 
nsom,  a  New  York  com- 
•cial  online  service, 
ndeed,  browsers  are  dis- 
luted  in  myriad  ways, 
le  are  being  packaged 
1  books  on  the  Internet, 
ers  are  being  built  direct- 
ito  operating  systems.  IBM 
ades  WebExplorer  in  its 
OS/2  Warp.  The  browser 
helpful  buttons  and  pull- 
n  menus  but  will  not 
k  outside  the  Warp  envi- 
nent.  Microsoft  plans  to 
ide  a  Spyglass  browser 
,s  upcoming  Windows  95 
•ating  system, 
ther  service  providers 
)ly  customers  vdth  pro- 
tary  browsers.  Since 
9  programs — Prodigy's  or 
:om's  NetCruiser — are 
itained  by  the  same  com- 
es that  provide  Net  ac- 
they  may  represent  the 
ilest  way  for  neophytes 
,art  navigating  the  Web. 
1  des,  the  programs  are 
with  service  member- 
.  and  connecting  is  rela- 
ys painless.  The  dowTiside 


to  the  Netcom  and  Prodigy 
approach  is  that  you  ai-e  giv- 
ing up  the  flexibiHty  to  try 
out  different  service  provid- 
ers. Moreover,  for  now,  most 
Prodigy  subscribers  can  only 
sign  on  at  a  top  modem 
speed  of  9,600  bits  per  sec- 
ond— so  retrieving  data  is  ag- 
onizingly slow. 

Each  browser  analyzed  by 


ters  with  http-Y/  always  at  the 
beginning. 

Still,  subtle  differences  dis- 
tinguish one  browser  from 
another.  Speed  is  critical,  and 
the  best  browsers  in  our 
tests  use  clever  techniques  to 
hurry  things  along.  When 
you're  waiting  for  a  huge  file 
to  airive  with  Netscape,  you 
can  watch  the  graphics  mate- 


The  best  browsers  have 
tricks  up  their  sleeves  to 
cut  the  tedium 


BUSINESS  WEEK  and  National 
Software  Testing  Laborato- 
ries, both  owned  by  McGraw- 
Hill,  does  a  nice  job  at  han- 
dling its  most  basic  function: 
namely  to  help  keep  track  of 
where  you've  been  during  a 
surfing  session  and  to  let  you 
mark  sites  so  you  can  find 
your  way  back  again.  The 
programs  let  you  place  a 
"bookmark"  or  add  a  site  to  a 
"hotlist."  That  means  you 
won't  have  to  remember  the 
Web  address,  or  URL  (for  uni- 
form resource  locator).  These 
are  lengthy  strings  of  charac- 


rialize  and  scroll  down  the 
screen  before  all  the  bytes  of 
data  have  shown  up.  Net- 
scape also  keeps  you  well-in- 
formed on  the  status  of  a 
download:  It  details  a  run- 
ning count  and  percentage  of 
the  bytes  transferred.  A  red 
bar  gi'aph  also  updates  you 
on  the  transfers. 
GOOD  BRAKES.  All  the  brows- 
ers in  our  tests  let  you  click 
on  a  stop  command,  which 
comes  in  handy  when  a 
download  is  taking  forever 
(or  if  you're  having  trouble 
connecting  to  the  server  con- 


taining the  data).  To  zip 
things  up,  the  browsers  also 
let  you  bypass  the  graphics 
and  download  only  text. 

Some  browsers  (or  their 
service  providers)  do  better 
than  others  in  pointing  users 
to  sites  that  might  be  worth 
visiting.  Or  they'll  direct  you 
to  some  of  the  best  search 
tools  (Lycos,  WebCrawler, 
among  them)  on  the  Web. 
Internet  in  a  Box  takes  you 
to  the  Global  Network  Navi- 
gator home  page,  which  con- 
tains links  to  more  than  600 
Internet  services  including 
the  NCSA  Mosaic  What's  New 
list,  and  the  Whole  Internet 
Catalog,  a  directory  by 
subject. 

The  Prodigy  home  page 
provides  links  to  the  popu- 
lar Yahoo  List  Web  catalog 
and  includes  What's  New  and 
Hot  Spots  lists.  On  one  re- 
cent visit,  I  was  led  to  NASA's 
Space  Shuttle  Endeavor  site 
and  to  CyberMalls,  where  I 
could  drop  in  on  Green 
Mountain  Coffee  Roasters. 
Come  to  think  of  it,  given 
the  time  it  takes  for  some 
files  to  get  from  a  far-off 
Web  server  to  youi*  comput- 
er, java  might  be  just  the 
thing  to  keep  you  browsing 
along.  Edward  Baig 


Software  for  Browsing  the  Web 


iRAM  PUBLISHER 

EASE  OF  SETUP 

FEATURES 

PERFORMANCE 

COMMENTS 

Using  specified 

Using  other 

providers 

providers 

:rnet  in  a  box 

★★★★ 

★★★★ 

★  ★★★^ 

★★★★ 

Easy  to  install  with  local  provider.  Browser  comes  with  other 

MOSAIC)  SPRY 

Internet  tools.  Suggests  Web  sites  you  might  want  to  visit. 

:rnet  chameleon 

★★★★^ 

★★★ 

★★★★ 

★★★★ 

Includes  full  suite  of  Net  tools.  Doesn't  let  you  know 

MANAGE 

how  much  of  a  page  has  been  retrieved. 

BRUISER 

★★★★■^ 

N/A 

★★★★ 

Cannot  print  and  runs  relatively  slowly,  especially  with  graph 

;0M 

ics.  Software  only  works  with  Netcom  service.  Easy  to  set  up, 

with  a  simple  manual  and  handy  guided  tour  for  newcomers. 

>CAPE  NAVIGATOR 

N/A 

N/A 

★  ★★★^ 

★★★★ 

Can  be  downloaded  off  the  Net.  Fades  in  graphics  until 

;CAPE 

full  image  appears.  Points  to  powerful  Web  search  aids. 

IINE 

★★★★^ 

N/A 

★★★^ 

User  cannot  save  pages  to  disk  or  easily  print.  Provides  no 

status  on  downloads.  Includes  complete  slate  of  Net  tools. 

OIGYt 

★★★★^ 

N/A 

★★★★ 

Only  built-in  browser  among  major  online  services.  Instal- 

lation is  a  no-brainer,  but  users  cannot  search  Web  page 

for  text.  Relatively  slow  performance. 

gy  was  tested  at  modem  speed  of  9,600  baud.  All  others  were  at  14,400,  N/A=  Not  applicable.  KEY:   *****  Excellent  ****Veryi 
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Personal  Business 


WHEN  YOUR  EGGS  ARE 
ALL  IN  ONE  STOCK 


Business  owners,  cor- 
porate executives, 
and  investors  wlio 
have  amassed  large 

amounts  of  stock  in  a  single 
company  can  use  an  equity 
swap  to  diversify  their  risk 
without  selhng  their  shares 
and  paying  capital-gains  tax 
on  the  proceeds.  Such  swaps 
had  previously  been  restrict- 
ed to  institutional  in- 
vestors looking  to  pro- 
tect large  holdings. 
Increasingly,  however, 
institutions  such  as 
Bankers  Trust  New 
York  and  Citibank  are 
doing  swaps  with  high- 
income  individuals. 

Say  you're  the  owmer 
of  a  pubUcly  traded  com- 
pany XYZ.  Because  you 
started  the  company 
years  ago,  your  tax  basis 
is  low,  but  the  stock  is 
now  worth  $2  million 
and  is  a  significant  part 
of  your  net  worth.  XYZ 
is  growing  fast  and  has 
been  reinvesting  its 
earnings  for  expansion, 
so  it  doesn't  pay  you 
dividends. 

ANNUAL  FEES.  You  don't 
want  to  give  up  voting 
rights  or  control  over 
your  shares,  but  you 
would  like  to  increase 
your  current  income  and 
liquidity.  Mostly,  you 
want  to  diversify  your 
holding  without  having 
to  sell  and  realize  a  huge 
capital  gain.  An  equity 
swap  meets  these  re- 
quirements. You  pay  a 
fee  to  a  commercial  or  invest- 
ment bank  and  enter  a  con- 
tract agreeing  to  pay  the 
bank  the  total  return  on  XYZ 
shares  in  exchange  for  the 
return  on  a  diversified  bas- 
ket of  issues  such  as  ones 
listed  on  the  Standard  & 
Poor's  500-stock  index. 
During  the  contract's  tenri, 


typically  three  to  seven 
years,  you  receive  dividends 
fi'om  the  s&P  holding.  When 
you  terminate  the  contract, 
if  XYZ  is  still  worth  $2  mil- 
lion, you  and  the  bank  are 
even.  If  XYZ  went  up  10%, 
you  turn  over  the  apprecia- 
tion to  the  bank.  Converse- 
ly, if  XYZ  di-opped  10%,  the 
bank  is  obligated  to  make  up 
the  difference  to  you. 

The  result  is  that  you  get 


your  stock,  the  bank  makes 
money  if  XYZ  falls.  It  will 
then  use  that  profit  to  restore 
the  value  of  your-  stock  when 
the  contract  ends.  If  the  price 
of  XYZ  rises,  the  bank's  losses 
from  the  short  sale  are  cov- 
ered by  the  appreciation  of 
youi"  stock. 

Because  you  sacrifice  the 
upside  poten- 
tial of  your 
holdings,  you  don't  want  to 
swap  if  you're  confident  that 
your  stock  is  going  to  chmb, 
says  Steve  Weinstein,  a  part- 
ner at  Arthur  Andersen  in 
Chicago.  "You  would  do  it  if 
you  were  womed  about  the 
risk   of  holding   a  single 


SMART  MONEY 


How  an  Equity  Swap  Works 

A  strategy  for  those  who  own  large  blocks  of  stock  in  a  single  company 
Investor  gives  stock  to  bank  in  return  for  basket  of  diversified  stocks 


Bank  gets  fee  and  constructs  a 
safety  net  against  a  price  drop  by 
selling  the  stock  short 


Investor  receives 
income  from  basket 
of  stocks  while 
spreading  risk 


Investor  and  bank  swap  back;  bank  makes  up  for  any  loss  in  investor's  stock 
value  using  the  profits  from  the  short  sale.  Conversely,  bank  keeps  any  ap- 
preciation in  investor's  stock  to  make  up  for  a  loss  on  the  short  sale. 

DATA;  M.R.  WEISER 


current  income  from  the  S&P, 
and  you've  protected  the  val- 
ue of  your  original  stock  for 
the  contract  period.  For  its 
trouble,  the  bank  collects  an 
annual  fee  of  1%  to  3%, 
which  comes  out  of  the  s&P 
return.  It  can  also  sell  your 
stock  short  diu-ing  the  hold- 
ing period.  By  betting  against 


stock,"  he  says,  or  if  your 
current  income  is  more 
important  to  you  than  stock 
appreciation. 

HIGH  VISIBILITY.  Swaps  are 
fairly  complicated,  and  fees 
can  vai-y  depending  on  how 
well-capitalized  youi"  company 
is.  The  more  volatile  and  less 
liquid  your  stock,  the  higher 


the  fee,  says  Lisa  Osofs 
dir-ector  of  personal  finan 
planning  at  M.  R.  Weiser, 
accounting  fiiTn  in  New  Y( 
And  you  need  at  least 
million  in  total  assets  and 
million  in  stock  to  enter 
swap  market. 

Some  caveats  apply. 
Securities  &  Exchange  O 
mission  ru 
last  fall  that 
siders— company  officers, 
rectors,  or  shareholders  o' 
ing  over  10% — must  rep 
swaps  to  the  regulator.  T 
report  can  look  to  outsic 
as  if  insiders  are  unloadir 
bundle,  which  could  be  in 
preted  as  a  beaiish  sign,  ^t 
Kevin  Roach,  a  pan 
at   Price  Waterhou 
Thus,    insiders  mi 
want  to  think  about 
iting  how  much  st 
they  swap. 
TAX  RISK.  The  strat 
is  even  better  suitec 
noninsiders,  who  d 
have  to  report  the  tr 
action.  TVpi^'ally 
would  be  someone 
sold  a  company  in 
change  for  the  acquii 
stock,  a  retired  ex( 
tive  who's  holding  a 
of  a  single  compa 
shares,  or  someone 
has  inherited  a  chun 
stock  but  who  is  noi 
volved  in  the  compa 
operation. 

There  is  also  a  po 
tial  tax  risk  down 
line.  Some  tax  pre 
sionals  believe  that 
Internal  Revenue 
vice  will  make  sv 
taxable.  Other  exp 
say  that  isn't  lil 
"There  has  been  a  1 
jawboning  about  it," 
Robert  Gordon,  pi 
dent  of  Twenty-first  ]f, 
curities  Coip.,  which 
cializes  in  hedged 
strategies.  He  argues 
similar  hedge  strate 
aren't  considered  sales  foi 
pui-poses,  so  there's  no 
son  swaps  should  be.  Ir 
meantime,  if  you  have  a  1 
eggs  and  they're  all  in 
basket,  an  equity  swap  ' 
way  to  make  sure  they 
crack.  Pam  L 
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OTEL  RATES  THAT  MAKE 
)R  SWEET  SLEEP 

en  if  you  don't 
rk  for  a  big  compa- 
with  its  own 
ivel  depart- 

it  or  you  haven't 
led  on  with  a  dis- 
nt  travel  ser- 
,  there  is  an 
r  way  to  nab 
e  low  rates 
otel  rooms, 
onsolidators, 
;h  sprang  up 
16  early  1990s 
n  hotels  were 
inely  operat- 
at  60%  capac- 
book  blocks  of 
IS  at  huge  dis- 
.ts  and  pass  on  the 
igs  to  customers.  Res- 
tions  services,  which 
volume  discounts, 
similar  benefits:  By 
ag  an  800  number,  an 
i  t  will  find  a  hotel 
dn  your  price  range 
^3  near  where  you  want 
ay,  often  at  a  savings  of 
to  60%  off  the  hotel's 
lard  "rack"  rates.  "The 
part  is,  you  don't  have 
ay  to  join,"  says  Chris- 
\  sr  McGinnis,  author  of 
^ps  Even  the  Best  B^isi- 
Travelers   May  Not 
V  (Irwin,  $10) 
especially  ap- 
ig  to  individual  business 
'lers  who  don't  have  a 
irate  travel  manager  go- 
D  bat  for  them." 
tEPARED.  Increasingly, 
isn't  the  only  reason  to 
der  these  services.  Of- 
consolidators  will  still 
rooms  available — though 
ilways  at  a  discount — 
hotels  are  otherwise 
)ut  because  of  a  big  con- 
on  or  local  festivities. 
Resei-vations  Network 
,  one  of  the  biggest,  has 
;d  buying  up  blocks  of 
in  cities  during  such 
il  events  as  this  April's 
Fest  in  New  Orleans. 


TRAVEL 


Now  that  the  hotel  business 
is  picking  up,  sell-outs  will  be 
an  increasing  problem,  pre- 
dicts HR\  President  Robert 
Diener.  "Business  travelers 
who  don't  plan  in  advance 
may  be  in  for  a  shock." 
Most  discounters  deal  with 
large  hotels  in 
downtown  business 
centers,  offering  a  range  of 
prices,  Irom  economy  to  luxu- 
ry. But  keep  in  mind,  cau- 
tions McGinnis,  that  hotels 
wouldn't  sign  up  with  these 
progi'ams  if  they  didn't  need 
the  business.  For  that  rea- 


son, he  says,  "a  lot  of  the  ho- 
tels are  a  bit  older  and  may 
be  ready  for  renovation." 

But  most  consolidators 
evaluate  the  hotels  and  their 
surroundings  and  make  sure 
that  they  meet  certain  stan- 
dards, so  you  shouldn't  get 
stuck  in  a  dump  in  a  dan- 
gerous neighborhood. 
Express  Reservations 
specializes  in  hand- 
picking  hotels  in  Los 
Angeles  and  New 
York  and  in  giving  ex- 
pert travel  advice. 
Many  other  large  cit- 
ies have  their  own  res- 
ervation services  that 
can  provide  a  wealth  of 
information  along  with 
cheap  rooms.  Call  the  lo- 
cal convention-and-visi- 
tors  bureau  to  find  out 
if  there's  one  where 
you're  headed. 

In  contrast  with  lo- 
cal sei-vices.  Room  Ex- 
change has  23,000  ho- 
tels worldwide  on  its 
roster.  "The  cnterion  is 
that  a  hotel  has  to  have 
a  minimum  of  100 
rooms,"  says  Mike 
Beer,  the  company's 
managing  director.  "We 
don't  represent  or  recom- 
mend hotels.  We  guarantee 
the  lowest  rate." 
FINE  PRINT.  Be  aware  that 
the  progi'ams  vaiy.  Some  ser- 
vices require  payment  by 
credit  card  at  the  time  you 
book.  Quikbook  lets  you  pay 
when  you  amve  at  the  ho- 
tel. RMC  Travel  Center  is  one 
of  the  few  to  include  in  its 
rates  local  tax,  which  can  ex- 
ceed 15%  in  some  cities. 

Make  sure  to  check  a  ser- 
vice's cancellation  policy  be- 
fore you  give  youi-  credit -caixl 
number.  At  Room  Exchange, 
rooms  are  fully  refundable 


WORTH  NOTING 


■  ANNUITY  NEWS.  If  you're  confused  about  the  pros  and 
cons  of  buying  an  annuity,  Scudder,  Stevens  &  Clark  can 
help  with  a  free  booklet,  Variable  Anmiities — What  to 
Know  Before  You  Invest.  It  defines  these  products  and 
lays  out  in  a  clear  and  simple  format  the  tax  benefits  and 
costs.  For  example,  did  you  know  you  can  switch  from 
your  current  variable  annuity  if  you  find  a  better  one  by 
fihng  a  1035  exchange  form?  Call  800  225-2470,  ext.  8347. 


Where  To  Find 
A  Hotel  Deal 

EXPRESS  RESERVATIONS 

800  356-1123  Specializes  in 
picking  hotels  in  New  York  and 
Los  Angeles  and  providing  expert 
travel  advice. 

HOTEL  RESERVATIONS 
NETWORK  800  96-HOTEL 
Handles  rooms  in  20  U.S.  cities, 
plus  London  and  Paris.  Grants 
frequent-flier  credits  when 
booking  five  nights  at  a  time. 

QUIKBOOK  800789-9887 
Serves  business  and  leisure  trav- 
elers. Offers  discounts  in  22 
cities,  from  Maui  to  Montreal. 

RMC  TRAVEL  CENTER 

800  782-2674  Represents  more 
than  700  U.S.  hotels,  from  deluxe 
to  economy. 

ROOM  EXCHANGE 

800  846-7000  Deals  with  23,000 
hotels  in  the  U.S.,  Europe,  Carib- 
bean, and  Asia. 

only  up  to  48  hours  before 
the  anival  date  in  the  U.  S. 
and  up  to  seven  days  before 
arrival  abroad.  Also,  mem- 
bers of  frequent  traveler  pro- 
gi'ams should  ask  if  they  still 
qualify  for  mileage  points  at 
participating  hotels,  hrn  re- 
cently started  granting  500 
miles  toward  United  Aii'hnes' 
flier  progi-am  when  you  re- 
serve five  nights  at  a  time. 
It  plans  to  negotiate  similar 
deals  with  other  airlines, 
Diener  says. 

To  be  sure,  there  ai'e  many 
other  ways  to  get  reduced 
hotel  rates.  Amoco  Motor 
Club  comes  with  an  automat- 
ic membership  to  Quest 
International,  which  provides 
rooms  for  50%>  off.  And  those 
Entertainment  Publications 
coupon  books  sold  by  local 
nonprofit  groups  for  $30  to 
$50  often  have  great  hotel 
deals.  Even  caUing  a  chain 
and  pushing  for  i"ate  breaks 
over  the  phone  can  prove 
fruitful.  However,  if  you  don't 
like  to  haggle  or  are  unfamil- 
iar with  the  city  you're  visit- 
ing, booking  your  room 
thi'ough  a  consolidator  or  res- 
ervation ser-vice  may  be  the 
way  to  travel.    Amey  Stone 
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THE  PLAYERS 


CHAMPIONSHIP 


Since  Its  inception  in  1974, 
THE  PLAYERS  Championship 
has  generated  a  collection  ol 
champions  and  championship 
moments  to  rival  any  tournament 
in  the  world. 

From  1977,  the  eyes  ot  the  sports 
world  have  focused  each  March  on  Ponte 
Vedra  Beach,  FL.  Smce  1982,  that  focus 
has  been  the  Stadium  Course  at  the  TPC 
at  Sawgrass.  Each  year  THE  PLAYERS 
Championship  assembles  the  strongest 
Held  in  golt  at  a  venue  constructed 
expressly  tor  the  event. 

Tim  Finchem,  who  succeeded  Deane 
Beman  as  Commissioner  on  June  1 , 
1994,  this  year  presides  over  his  first 
PLAYERS  Championship.  The  idea  tor 
THE  PLAYERS  Championship  and 
the  course  that  is  its  home  belonged  to 
Beman,  at  the  time  a  player  on  TOUR 
and  a  Player  Director  of  the  TOUR's 
Tournament  Policy  Board.  Beman  envi- 
sioned a  course,  owned  and  operated 
by  the  TOLJR  and  its  members,  where 
tans  would  enjoy  full  access  and  unob- 
structed views  at  the  toLirnament. 

"I  felt  the  TOUR  needed  a  permanent 
site  and  some  roots  somewhere,"  Beman 
said.  "Secondly,  I  telt  the  way  to  build 
THE  PLAYERS  Championship  into  the 
TOLIR's  most  important  tournament 
was  to  own  and  control  our  own  course 
and  build  a  facility  that  w;is  better  than 
what  anyone  else  had. 

"I  also  telt  that  the  TOUR  had  bene- 
fited so  much  from  everybody  else's 
innovations,  and  here  was  a  chance  for 
the  TOUR  to  be  innovative." 

Designed  by  renowned  golf  course 
architect  Pete  Dye,  the  4l5-acre,  par-72 
facility  was  unveiled  in  1982,  and  it  had 
an  immediate  impact  on  the  game. 


Among  the  more  startling  design  tea- 
tures  were  the  spectator  mounds,  some 
as  high  as  30  teet,  providing  thousands 
ot  spectators  a  "tront-row"  seat  to  the 
action,  and  the  natural  waste  areas 
on  most  holes,  which  reduced  the  area 
rec]uiring  maintenance  to  45  acres. 

Recognized  throughout  the  world, 
the  par-3  17th  hole,  with  its  island 
green,  is  the  signature  hole  ot  the 
Dye/Beman  creation.  Not  a  long  hole 
at  132  yards  trom  the  back  tee,  it  has 
drawn  praise  and  ire  trom  professional 
and  amateur  alike.  (By  the  way,  in 
answer  to  the  most  otten  asked  question 
about  the  hole,  about  38,000  balls  find 
the  water  every  year.) 


The  golfing  world  looked  on  in 
awe  in  1982,  when  THE  PLAYERS 
Championship  had  its  debut  at  its  per 
manent  home.  The  first  championship 
came  ott  just  as  the  architects  had  fore 
seen  —  with  the  possible  exception  of 
the  finish,  which  saw  champion  Jerry 
Pate  take  both  then-Commissioner 
Beman  and  architect  Dye  tor  a  swim 
in  the  pond  adjoining  the  18th  green 
during  the  award  ceremony. 

The  design  of  the  course,  the  con- 
sistently outstanding  fields  and  the 
prestige  of  winning  THE  PLAYERS 
Championship  (and  the  10-year  exem 
tion  that  comes  with  it)  have  combim 
to  produce  many  other  memorable 
moments. 


i'outh  was  served  in  the 

:  C;hampionships  as  1983 
19H4  produced  back-to- 

k  24-year-old  winners. 

I  Sutton  captured  the 

13  event  despite  starting 
final  round  four  strokes 

k.  In  1984,  Fred  Couples 

led  the  second  win  of  his 

•er,  defeating  Lee  Trevino 

one  stroke.  Along  the 

',  Couples  established  the 

lium  Course  record  with 

'cond-round  64,  a  mark 

ich  stood  until  1992, 

;n  he  bettered  it  with 

ird-round  63. 

\t  the  other  end  of  the 

:trum,  Calvin  Peete,  who 

I't  even  take  up  golf  until  ^j.^  p,,,,  1993 

svas  23,  won  the  1985 

npionship  at  age  42.  Peete,  known 

ne  of  the  game's  great  ball-strikers, 
l4-under-par  274  to  break  the 
-tournament  record  by  three  strokes, 
n  1986,  John  Mahaffey  made  up  four 
<es  over  the  last  eight  holes,  then 
a  gutsy  par  putt  on  18  to  take  the 
.  The  following  year,  birdies  by 
ly  Lyle  and  Jeff  Sluman  on  the  72nd 
forced  the  only  playoff  since  the 
nament  moved  to  the  Stadium 
:se.  Lyle  won  the  championship 
a  par  on  the  third  extra  hole. 
1  1988,  hometown  favorite  Mark 
umber  shot  an  opening-round  65 
ivent  on  to  establish  a  tournament 
d,  posting  a  15-under-par  273. 
1989  winner  was  Tom  Kite,  who 
off  a  charging  Chip  Beck  on  the 
day. 

le  1990  champion  was  Jodie  Mudd. 
The  Louisville,  KY,  native  stepped 
17th  tee  holding  a  tenuous  one- 
e  lead  over  Mark  Calcavecchia.  He 
birdied  the  treacherous  par-3  to 
e  the  victory.  The  next  year  it  was 
Elkington,  who  hit  a  3-iron  shot 
208  yards  to  within  I  5  feet  at  the 
ament's  final  hole,  then  drained 
irdie  putt  to  capture  the  title, 
ivis  Love  III  scored  a  decisive  four- 
victory  in  1992,  closing  with  a 
nder-par  67  on  Sunday. 


PLAYERS  Champion  and  PGA  TOUR  Player  ol  the  Year. 

Nick  Price  had  a  a  spectacular  year  in 
1993  which  started  at  THE  PLAYERS 
Championship.  His  five-stroke  victory 
over  Bernhard  Langer  at  the  TPC  at 
Sawgrass  earned  him  $450,000  and 
signaled  the  beginning  of  a  truly 
remarkable  campaign. 

Before  the  year  was  over,  Price  had 
won  three  more  tournaments  —  the 
Canon  Greater  Hartford  Open,  the 
Sprint  Western  Open  and  the  Federal 
Express  St.  Jude  Classic  —  and  earned 
a  then-record  $1,478,557,  becoming 
the  first  player  in  TOUR  history  to 
earn  over  $1  million  in  consecutive 
years.  For  his  efforts.  Price  was  named 
by  his  peers  as  the  PGA  TOUR  Player 
of  the  Year. 

A  record-breaking  performance  by 
Greg  Norman  highlighted  the  1994 
event.  During  the  week,  numbers 
grabbed  the  headlines  -  and  it  was 
Norman  who  produced  them. 

He  started  the  tournament  with 
a  record-tying  63  on  Thursday  that 
included  nine  birdies  and  no  bogeys. 
He  finished  the  week  with  three 
67s  for  a  tournament-record  24-under- 
par  264. 

If  there  is  perfection  in  golf,  Norman 
came  close.  During  the  week,  he  birdied 
25  of  the  72  holes.  More  amazing,  he 
had  only  one  bogey  —  and  that  was  on 
the  13th  hole  Sunday  afternoon. 


It  was  on  Sunday  that  Norman 
accented  his  dominance.  With  a  five- 
stroke  lead  over  Fuzzy  Zoeller,  he 
quickly  told  Zoeller  not  to  get  too 
enthusiastic  about  the  possibility  of 
catching  him.  Norman  birdied  the 
two  opening  holes  and  was  seven  shots 
ahead.  By  the  end,  working  his  own 
magic,  Zoeller  could  only  get  as  close 
as  four  strokes. 

Another  chapter  is  waiting  to  be 
written  this  year  as  the  greatest 
golfers  in  the  world  once  again  assem- 
ble at  the  TPC  at  Sawgrass. 

Not  all  the  great  moments  at  THE 
PLAYERS  Championship  take  place  on 
the  course.  Since  1977,  Jacksonville- 
area  charities  have  received  more  than 
$6.3  million,  with  $485,000  given 
last  year  alone.  Among  the  beneficiaries 
were  the  Nancy  Reagan  TPC  Village 
for  adolescent  drug  and  alcohol  abuse, 
THE  PLAYERS  Championship  Schol- 
arship Fund  and  Camp  Tracey. 

While  TOUR  players  capture  the 
headlines,  the  real  winner  on  the  PGA 
TOUR  is  charity.  Since  1938,  more 
than  $250  million  has  been  given  to 
worthy  causes,  including  a  record  $24.7 
million  in  1994. 

THE  PLAYERS  Championship 
Television  Schedule 

Thursday,  March  23 
First  Round  of  Competition 
USA  Network  Broadcast  4-6  p.m. 
USA  Network  Broadcast 
Replay  9-1 1  p.m. 

Friday,  March  24 
Second  Round  of  Competition 
USA  Network  Broadcast  4-6  p.m. 
USA  Network  Broadcast 
Replay  9-11  p.m. 

Saturday,  March  25 

Third  Round  of  Competition 

NBC  Broadcast  2-6  p.m. 

Sunday,  March  26 

Final  Round  of  Competition 

NBC  Broadcast  2:30-6  p.m. 


Is  Your  Company's  Performance 
Up  To  Global  Speed? 


The  1995  Business  Week  Forum  of  Chief  Financial  Officer 

Driving  Superior  Global  Performance 

Today,  it's  the  CFO  who's  shaping  up,  shmming  down,  and  improving  corporate  performance.  Join 
Business  Week  and  the  chief  financial  officers  of  the  world's  most  prestigious  corporations  for  face-to-fac  ui 
interaction  and  discussion  on  how  today's  CFOs  are  preparing  their  companies  for  global  competition. 

May  3-6, 1995 
La  Costa  Resort  &  Spa 
San  Diego,  CA 

At  the  America's  Cup  '95  Challenge 
Featured  speakers: 

Larry  King,  Host  of  CNN's  Larry  King  Live 
Dr.  C.K.  Prahalad,  co-author.  Competing  for  tlie  Future 
Karl  M.  von  der  Heyden,  formerly  RJR  Nabisco  CFO 
and  Metallgesellschaft  CEO 


In  association  wit 

American  International  Group,  In^i 
AT&T  Capital  Corporatic  a, 
Credit  Suisse/CS  First  Bost( " 

IB 

KPMG  Peat  Marwick  L 
Milliman  &  Roberts 
SAP  America,  I 
Volvo  Cars  of  North  Ameri 


With  support  froi  i 

The  State  of  lo 


Don't  miss  this  important  gathering.  Qualified  delegates  are  CFOs  of  the  world's  largest  corporations. 
For  registration  information,  please  call  Julie  Terranova,  phone:  (212)512-2184,  fax:  (212)512-6281. 
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DDUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


lange  from  last  week,  -0,1% 
lange  from  last  year:  8,8% 


ge  from  last  week:  -0.1° 
ge  from  last  year:  91% 


LEADING  INDEX 

Mar,  4=254.5   "  240 
1967= 100 


.  230 


,  220 


Mar,  July  Nov,  Mar, 

1994  1994  1994  1995 

jexes  are  4-week  moving  averages 

production  index  was  little  changed  in  the  week  ended  Mar.  4,  but  before 
lation  of  the  four-week  movmg  average,  it  rose  to  123.6,  from  123.2, 
ndex  has  been  revised  to  reflect  new  seasonal  factors  for  1994  and 
I.  The  index  for  ail  of  February  stood  at  123.4,  from  123,5  in  January, 
leading  index,  before  calculation  of  the  movmg  average,  rose  to  254.8, 
254.4.  The  index  for  February  increased  to  254.6,  from  253.9  in  January, 


STEEL  (3/11)  thous.  of  net  tons 

1  ATTCT 

WEEK 

2.015 

AGO 

1,997# 

VEARIV 
iCAnLi 

%CH6 

6.7 

AUTOS  (3/11)  units 

145.025 

146,825r# 

-1.8 

TRUCKS  (3/11)  units 

120.822 

118.478r# 

0.1 

ELECTRIC  POWER  (3/1 1)  millions  of  kilow/att-firs 

58,329 

60,720# 

2.5 

CRUDE-OIL  REFINING  (3/1 1)  thous.  of  bbl./day 

13.586 

13,647# 

5.8 

COAL  (3/4)  thous.  of  net  tons 

21,198# 

22,991r 

-0.3 

PAPERBOARD  (3/4)  thous.  of  tons 

941. 7# 

913. 2r 

8.4 

PAPER  (3/4)  thous.  of  tons 

859. 0# 

851. Or 

3.1 

LUMBER  (3/4)  millions  of  ft. 

449. 4# 

432.3 

-8.7 

RAIL  FREIGHT  (3/4)  billions  of  ton-miles 

24. 2# 

24.7 

6.6 

duction  index  copyright  1994  by  McGraw-Hill  Inc 


BW  leaiJing  index  copyright  1994  by  CIBCR 


Sources:  American  Iron  &  Steel  Institute.  Ward's  Automotive  Reports.  Edison  E 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 

Association,  WWPA^  SFPA--',  Association  of  American  Railroads 


mm  INDICATORS 

1  PRICES 

LATEST 

WEEK 

YEARLY 

UTEST 

WEEK 

YEARLY 

WEEK 

AGO 

%CHG 

WEEK 

AGO 

%CHG 

iK  PRICES  (3/10)  s&p  500 

484.73 

485.48 

4.0 

GOLD  (3/15)  $/troy  02. 

386.150 

380.000 

0.2 

•ORATE  BOND  YIELD.  Aaa  (3/i0) 

8.22% 

8.15% 

10.5 

STEEL  SCRAP  (3/14)  #1  heavy,  $/ton 

137.50 

141.50 

-1.4 

STRIAL  MATERIALS  PRICES  (3/10) 

113.5 

113.0r 

NA* 

COPPER  (3/11)  e/ib. 

140.8 

136.5 

62.2 

NESS  FAILURES  (3/3) 

312 

301 

-10.6 

ALUMINUM  (3/11)  e/ib 

90.0 

87.5 

46.3 

ESTATE  LOANS  (3/1)  bii 


$468.3    $466. 9r     11.3  COTTON  (3/11)  strict  low  middling  1-1/16  in.,  g/lb.  107.58    101.39  47.3 


!Y  SUPPLY.  M2  (2/27)  b  


$3,587.5  $3,585.6r  1.6 


OIL  (3/14)  $/bbl. 


17.85       18.62  18.6 


&L  CLAIMS.  UNEMPLOYMENT  (2/25)  thous 


332 


344 


5.7 


eS:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 

Moody's,  Journal  of  Commerce  (index:  1990-100).  Dun  &  Bradstreet  (failures 
e  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
ss  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR. 


Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals  Week,  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


REST  RATES 


utnsT 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

lAL  FUNDS  (3/14) 

5.93% 

5.93% 

3.19% 

lERCIAL  PAPER  (3/14)  3-month 

6.14 

6.18 

3.84 

FICATES  OF  DEPOSIT  (3/15)  3  month 

6.15 

6.21 

3.75 

MORTGAGE  O/IO)  30-year 

8.86 

8.72 

7.74 

ITABLE  MORTGAGE  (3/lO)  one  year 

6.53 

6.51 

4.61 

:  (3/15) 

9.00 

9.00 

6.00 

S;   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (3/15) 

89.57 

90.48 

106.15 

GERMAN  MARK  (3/15) 

1.39 

1.38 

1.69 

BRITISH  POUND  (3/15) 

1,60 

1.63 

1.49 

FRENCH  FRANC  (3/15) 

4.94 

4.94 

5.77 

ITALIAN  LIRA  (3/15) 

1680.3 

1650.5 

1674.8 

CANADIAN  DOLUR  (3/15) 

1.42 

1.41 

1.37 

MEXICAN  PESO  (3/15)' 

6.725 

6.715 

3.293 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


lata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
nt.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


W.  BUDGET 

V,  Mar.  21  ►  The  U.  S.  Treasury  is 
d  to  report  a  budget  deficit  of  about 
lion  for  February,  according  to  the 
forecast  of  economists  surveyed  by 
ernational,  a  division  of  IVIcGraw-Hill 
February,  1994,  the  red  ink  totaled 
)illion.  While  Congress  and  the 
louse  battle  over  balancing  future 

progress  is  being  made  in  holding 
e  deficit  for  fiscal  1995,  which 
1  October.  With  the  expected  Febru- 
ber,  the  deficit  for  the  first  five 
is  running  some  16%  below  the 
:riod  of  fiscal  1994,  when  the 
nded  the  entire  year  at  $203.6  bil- 
ve-year  low.  Because  of  the  1993 


Deficit  Reduction  Act  and  a  healthier  econ- 
omy, federal  tax  receipts  are  growing  at  a 
faster  pace  than  government  outlays. 

INTERNATIONAL  TRADE 

Wednesday,  Mar.  22,  8:30  a.m.  ►  The 
trade  deficit  for  all  goods  and  services 
probably  widened  in  January,  to  about  $8.5 
billion,  from  an  unexpectedly  low  $7.34 
billion  in  December.  Exports,  which  rose 
3.2%  in  December,  likely  slipped  back  in 
January,  forecast  the  mms  economists. 
Meanwhile,  imports  probably  rose  slightly 
m  January,  after  falling  1%  in  December. 
Despite  the  expected  widening  for  January, 
the  trade  deficit  is  forecast  to  improve  dur- 
ing the  course  of  1995. 


DURABLE  GOODS  ORDERS 

Friday,  Mar.  24,  8:30  a.m.  ►  The  mms  sur- 
vey forecasts  that  new  orders  for  durable 
goods  likely  fell  by  0.5%  in  February.  That 
would  follow  three  consecutive  increases, 
including  a  1.1%  gain  in  January.  The 
backlog  of  unfilled  orders  probably  contin- 
ued to  rise  last  month.  The  backlog  has 
risen  for  five  months  in  a  row. 

EXISTING  HOME  SALES 

Friday,  Mar.  24,  8:45  a.m.  ►  Sales  of 
existing  homes  probably  fell  to  an  annual 
rate  of  3.4  million  in  February,  following  a 
4.5%  slide  in  January,  to  a  3.59  million 
pace.  That  is  suggested  by  the  decline  in 
mortgage  applications  to  buy  a  home. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  IVlost  subsidiaries  are  indexed  under  their  cmn  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  Laboratories  90, 
168,  184 

Acme  Metals  13 
Adam  Opel  60 
Affymax  6 
A.G.  Edwards  166 
Air  Canada  48 
Alliance 

Semiconductor  94,  14 
A.M.  Best  166 
American  Airlines  48, 

174 

American  Express  84, 
166 

American  Heritage 
Fund  81 

American  International 

Group  90,  166 
Amgen  96 
Amoco  64,  195 
AMR  48 
Analysys  176 
Anticancer  182 
Apple  Computer  81 
Arthur  Andersen  194 
Asbury  Street 

Market  188 
A.  Schulman  168 
AT&T  6,  36,48,  90,  174, 

176,  180 
ATM  76 

Aviacion  Mexicana  52 
B 


Banc  One  90,  166 
Bankers  Trust  36,  194 
Bank  of  America  8,  90, 
166 

Bank  of  New  England  8 
Bayer  58 
Bear  Stearns  176 
Bechtel  64 
Belgacom  176 
Bell  Atlantic  48,  90 
BellSouth  96 
Berkshire  Hathaway  90 
Best  Buy  90 
Biogen  6 

Birinyi  Associates  168 
BIS  Strategic 

Decisions  76 
Blockbuster 

Entertainment  90 
Block  Financial 

Software  46 
BMW  60 

Boston  Chicken  94 
Bramwell  Capital 

Management  168 
Bridgecorp  70 
Bridgestone/Firestone 

42 

Bristol-Meyers  38,  96 
British  Telecom  176, 
180 

Broadcast 
International  174 
Broderbund  Software  94 
Buck  Consultants  36 
Bush  Boake  Allen  168 
C 

Cadbury  Schweppes  58 
Cascade 

Communications  94 
Caterpillar  42 
CBI  Industnes  166 
Cellpro  6 


Celtnx  6 
Centocor  6,  94 
Chase  Manhattan  90 
Chemical  Banking  90 
Chemical  Securities  28 
Chevron  90 
Cheyenne  Software  22 
Chiron  6 
Chrysler  90,  96 
Citicorp  166,  194 
Clark  Equipment  90 
Coca-Cola  90 
Columbia  Pictures  174 
Compaq  Computer  22,  6 
CompUSA  46 
ConAgra  188 
Conner  Peripherals  22 
Conoco  40 

Consolidated  Technology 
Group  170 
COR  6 

Coram  Healthcare  174 
Credit  Acceptance  94 
CS  First  Boston  94,  166, 
168 


Dam  Bosworth  166 
Data  Broadcasting  174 
Dayton  Hudson  84 
Decisions 
Resources  176 
Deere  42 

Defender  Services  42 
Delta  Air  Lines  176 
Deutsche  Bank  166 
Deutsche  Telekom  96, 
176,  180 

Donaldson,  Lufkin  &. 

Jenrette  166 
Dow  Chemical  58 
Dow  Jones  90 
Dr  Pepper/Seven  Up  58 
Dreyfus  New  Leaders 

Fund  168 
DuPont  90 


Eastman  Kodak  36 
Edward  D.  Jones  166 
Egghead  46 
Electronic  Arts  94 
Electronic  Data 

Systems  176 
Ell  Lilly  94 
Enron  64 
Entergy  90 
Entertainment 

Publications  195 
Equitable  166 
Express 

Reservations  195 
Exxon  90 


Fannie  Mae  49,  90 
Federated  Department 
Stores  13 
Ferro  168 

Fidelity  Investments  6 
Fleet  Financial  49 
Florasynth  58 
FMC  Wyoming  58 
Ford  90,  96 


Fore  Systems  94 
Forrester  Research  46 
Fox  Broadcasting  94 
France  Telecom  96,  176, 
180 

Frederick  Todman  170 
Frye  Computer 
Systems  22 

G 


Gartner  Group  22 
GE  36,  52,  76,  90 
General  Technologies 

Group  170 
Genetics  Institute  94 
GM  60,  90,  96 
Goldman  Sachs  60,  166, 

168 

Green  Mountain  Coffee 

Roasters  192 
Greenleaf  Medical 

Systems  184 
Grodsky  Associates  90 
GTE  48,  90 
Guarantee  Mutual 

Life  166 

H 


Hannaford  Brothers  188 
Herman  Miller  66 
Hewlett-Packard  22,  76, 
90,  96,  104 
Hoechst  58 

Hoffmann-La  Roche  184 

Honda  58 

Hotel  Reservations 

Network  195 
Hughes  Network 

System  76 

I 


IBM  8,22,36,81,90, 
96,  176 

IGA  188 

Imprinted  Products  8 
Intel  48,90,96 
International  Cabletel  94 
International 

Thoroughbred 

Breeders  170 
Intuit  46 
lusacell  48 


J.C.  Penney  84,  90,  96 
Johnson  &  Johnson  90, 
96,  168,  184 

Johnson  Associates  36 
J.P  Morgan  90 

K 


Kaiser  Permanente  184 
Kidder  Peabody  90 
Kimberly-Clark  39 
Kmart  84,  90,  96 
Kohl's  84 
Kokusai  Denshin 
Denwa  176 

KPMG  Peat  Marwick  58 
KPN  176 
Kraft  Foods  188 


L&D  Safety  Marking  70 
Lannet  Data 

Communications  174 
Lehman  Brothers  90, 

166,  176 
LensCrafters  58 
Levi  Strauss  13 


Limited,  The  36,  96 
LSI  Logic  96 
Luxottica  58 

M 


M&A  International  58 
Manpower  42 
Manufacturing  Technical 

Temps  42 
Manville  39 
Marion  Merrell  Dow  58 
Marshall  Field  84 
Mayfield  Fund  184 
McCaw  Cellular 

Communications  14, 

176 

McDonald's  168 
McDonnell  Douglas  6, 
42,48 

McGraw-Hill  96,  170, 
192,  199 

MCI 

Communications  48, 
94.  174,  176,  180 

McKinsey  52 
Merck  90 

Merrill  Lynch  90,  166 
Mervyn's  84 
Micron  Technology  48 
Microsoft  6,46,48,76, 
90,  96,  168.  192 
Midland  Insurance  166 
MMS  International  199 
Mobil  90 

Morgan  Stanley  90,  166, 
168 

Morris  Air  96 

Motorola  48,81,90,  174 

Mountain  Network 
Solutions  22 
M.R.  Weiser  194 

N 


National  Iranian  Oil  40 

NationsBank  90,  166 

NatWest  28 

NCR  176 

NEC  58 

Netscape 

Communications  192 
Nextel  90,94 
Nippon  Information  & 

Communications  176 
Nippon  Sheet  Glass  58 
Nippon  Telegraph  & 

Telephone  76,  176 
North  American 

Vaccine  6 

Norwegian  Telecom  176 
Norwest  166 
Novell  22 
Nynex  176 

O 


Olivetti  76 

Omnitel-Pronto  Italia  76 
Oppenheimer  166 
Oracle  Systems  48,  90 
Origin  Medsystems  184 
Oscar  Mayer  Foods  188 

P 


Pacific  Gas  & 

Electnc  90 
Pacific  Telesis  90 
PaineWebber  44,  168 
Palm  Beach  Investment 

Advisers  168 
Paradigm  Group  81 
Parallax  Partners  168 
Paramount 

Communications  90 


Pasta  Luna  81 
Penske  Truck 

Leasing  48 
Peoplesoft  94 
PepsiCo  90 
Petroconsultants  40 
Pfizer  39,  90,  96 
Phihp  Morris  38,39,  90, 

188 

Pike  Industries  70 
Pioneer 

Bancorporation  166 
Price  Waterhouse  194 
Procter  &  Gamble  48, 

76,90,  168,  188 
Prodigy  192 
Prudential 

Insurance  166,  174 
PTW  Group  81 
Pyxis  94 

Q 


Quaker  Oats  36,  188 
Quantum  22 
Quest  International  195 
Quikbook  195 


Random  House  94 
Redlands  Federal 
Bank  8 
Refco  44 
Reuters  176 
R.J.  Reynolds  39 
RJR  Nabisco  36,  76 
RMC  Travel  Center  195 
Robert  W.  Baird  94 
Roberts 

Pharmaceutical  94 
Room  Exchange  195 
R.P  Scherer  168 
R.R.  Donnelley  84 
RWE  176 


Salomon  36,  90 
SBC  48 

Scudder,  Stevens  & 
Clark  195 

Seagate  Technology  22 
Sears  6,  84,90,  166 

Sequana 

Therapeutics  184 
Sequential  Electronics 

Systems  170 
S.G.  Warburg  58,  188 
Singapore  Telecom  176 
SMS  Schloemann- 

Siemag  13 

Southcoast  Capital  174 
Southwest  Airlines  38, 
90,  96 

Spectrum  Information 

Technologies  81 
Sprint  48,  90,  96,  176, 

180 
Spry  192 
Spyglass  192 
Stac  Electronics  22 
Standard  &  Poor's  96, 

170,  194 

State  Street  Global 
Advisors  25 
STET  176 

Strom  Engineering  42 


Sumitomo  58 
SunAmerica  Small 

Company  Growth 

Fund  174 

Superconducting  Co 
Technologies  182 
Swiss  Bank  58 
Symantec  22 
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Target  84 

Telecom  Finland  17 
Tele-Communicatior 
Tele  Danmark  176 
Telefonica  176 
Telefonos  de  Mexico 
Telemedia  76 
Telia  176 
Telios  6 
Tellabs  174 
Texaco  90 
Thermo  Electron 
ThermoTrex  14 
Time  Warner  76 
Times  Mirror  90 
Total  Research  1 
Towers  Perrin  Forst( 

Crosby  36 
Toys  'R'  Us  90,  96 
Transom  192 
Travellers  90,  166 
Triton  Energy  94 
T.  Rowe  Price  166 
TRW  36 
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Securities  194 

U 


14 


174 


UAL  90 
UBS  166 

UBS  Phillips  &  Dr|l 
Unilever  176 
United  Airlines  48 
Univax  6 
U.S.  Nursing  42 
U.S.  Shoe  58 
US  Trust  8 

V 


VF  13 
VHA  184 

Viacom  90 
Viag  176 
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Wal-Mart  36,  84, 
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Wellcome  94 
Wesco  Financial 
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avestment  Figures  of  the  Week 


MENTARY 

afraid  of  a  falling  dollar' 
nly  not  the  U  S.  stock  or  bond 
its.  Both  made  big  strides  in 
ist  week  by  focusing  on  do- 
:  concerns.  Encouraged  by 
of  a  slowing  economy,  the 
arm  Treasury  bond  rallied, 
ill  in  rates  spurred  the  equity 
it  to  action.  The  Dow  jumped 
ints,  to  a  record  4035.6,  on 
0,  and  finished  the  week  a 
gher  for  a  1.5%  gam.  South 
border,  the  beleaguered  Mex- 
narket  bounced  back  with  a 
gain  for  the  week. 


STOCKS 

Mar.  Sept. 


Mar.    Mar.  9-15 


i 


491.88 
■  490 


1 -week  change 

+  1.8% 


BONDS 

Mar.  Sept. 


52-week  change 
-5.5% 


Mar. 


THE  DOLLAR 

Mar.  9-15  Mar      Sept.  Mar. 


Mar  8-15 


1420.73 


P 


I -week  change  52-week  change 
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Editorials 


HOW  TO  CUT  A  COOL  $1  TRILLION 


Everybody  has  a  list.  The  hbertarian  Cato  Institute.  The 
centrist  Democratic  Progressive  PoHcy  Institute.  The 
conservative  Heritage  Foundation.  The  bipartisan  Entitle- 
ment Commission.  And  soon  John  R.  Kasich  (R-Ohio),  House 
Budget  Committee  chairman,  will  have  a  list.  At  a  time 
when  people  are  being  driven  stai'k  mad  by  their  Apr.  17  tax 
preparations,  let's  muse  about  cutting  government  spending. 

Here  is  business  week's  list  of  things  to  cut — and  not  to 
cut — to  balance  the  budget.  The  goal  is  a  high-growth,  low-in- 
flation economy  supported  by  a  simplified  tax  code.  That 
means  not  messing  around  vdth  the  tax  code  in  the  name  of 
child  or  corporate  welfare.  Yes,  we  would  love  a  flat  tax. 

But  until  we  get  there,  get  the  ax.  The  goal  is  to  cut  $1 
trillion  over  five  years,  give  or  take  a  few  billion.  First,  our 
bias.  We  fi^eely  admit  we  thirik  it's  0.  K.  to  subsidize  U.  S.  ex- 
ports as  long  as  foreigners  subsidize  theirs.  But  not  a  minute 
longer.  We  also  believe  that  government  spending — in  moder- 
ation— on  basic  research  and  new  technology  can  pay  off 
big.  Remember  who  built  the  Internet. 

So  with  that,  here's  the  easy  part — change  the  statistics. 
Even  before  Alan  Greenspan  suggested  it,  business  week 
said  the  consumer  price  index  overstated  inflation.  Rejigger- 
ing  the  CPi  to  cut  inflation  by  one  percentage  point  would  save 
$150  billion  in  cost-of-hving  adjustments  over  five  years.  This 
is  a  no-brainer.  Shifting  people  in  Medicare  and  Medicaid 
from  fee-for-service  to  hmos  would  save  $400  biUion  over 
five  years.  At  $550  billion,  we're  halfway  there. 


The  rest  are  finer  slices  of  the  salami.  The  government  i 
save  about  $40  billion  over  five  years  by  fee-basing  the  F 
eral  Axaation  Administration;  $40  billion  in  reducing  agricul 
ral  subsidies;  $10  billion  in  selling  the  Rural  Electrification  j 
ministration  and  federal  power  administrations;  $40  billion 
privatizing  veterans'  medical  care  and  reducing  tr-ansfer  p 
ments  to  federal  retirees;  $50  billion  by  cutting  defei 
spending  on  big-ticket  items;  $10  billion  in  cutting  welfare; 
billion  in  seUing  the  Tennessee  Valley  Authority  and  end 
the  Small  Business  Administration;  $1.5  bilHon  by  dump 
strategic  petroleum  and  helium  reserves;  $1.5  billion  by  ej 
ing  below-market  timber,  grazing,  and  mineral  sales;  $30 
Hon  by  shrinking  the  bureaucracy;  $50  billion  by  selling  fee 
al  property;  $10  billion  by  killing  the  Farmers  Ho 
Administration;  $20  billion  by  cutting  retraining  programs; 
billion  in  Housing  &  Urban  Development  spending  cuts; 
billion  fi-om  selling  pait  of  the  government's  loan  portfolio; 
billion  by  reducing  mass-transit  subsidies. 

That  comes  to  a  tidy  sum  of  $913  billion.  Savings  on  lol 
government  debt  service  plus  higher  government  reventj 
thanks  to  greater  economic  growi:h,  easily  push  businI 
week's  list  over  the  top.  Oh  yes,  one  other  thing.  It  doel 
make  much  sense  to  try  to  cut  the  budget  deficit  and  reel 
taxes  at  the  same  time.  The  average  family  vdll  gain  nl 
more  from  the  lower  interest  rates  that  come  from  deficit! 
duction  than  it  will  fi-om  a  $10-a-week  giveback  from] 
federal  government. 


TORT  REFORM,  THE  SENSIBLE  WAY 


44T'm  the  victim!"  proclaims  the  New  Yorker  cailoon  chai'- 
Xacter,  arm  in  the  aii',  bui'sting  into  a  room.  In  an  era 
when  fewer  and  fewer  people  are  vdlling  to  shoulder  re- 
sponsibility for  their  actions,  the  U.  S.  legal  system  has  be- 
come an  ai'ena  for  assigning  blame.  Do  you  have  a  serious  dis- 
ease? It's  the  doctor's  fault  for  not  curing  you,  so  sue.  Cut 
yourself  using  a  saw?  It's  the  company's  fault  for  not  design- 
ing it  to  fit  your  hand,  so  sue.  Somebody  else,  with  deep  pock- 
ets, is  always  to  blame.  Welcome  to  the  litigious  society: 
America,  circa  1995. 

The  GOP  Congress  has  remedies  to  offer,  and,  with  one 
exception,  is  off  to  a  good  start.  None  too  soon.  The  cult  of 
victimization  combined  with  jury  trials,  contingency  fees,  and 
punitive  damages  in  civil  suits  is  hurting  the  economy.  Awards 
are  wildly  out  of  proportion  to  the  harm  done,  prompting  com- 
panies to  spend  huge  sums  to  protect  themselves — money  that 
could  go  toward  investment  and  grovAh.  Law  firms  gross 
more  than  $100  billion  a  year,  feeding  an  army  of  nearly 
800,000  lawyers,  up  300%  over  the  past  25  years. 

Enough.  We  would  prefer  judges  to  be  stricter  in  throwing 
out  fiivolous  cases.  We  would  like  the  citizemy  to  be  more  re- 


sponsible. We  would  prefer  the  states  to  do  the  refoml 
But  in  lieu  of  that,  federal  action  is  necessary.  Hence,  thej 
gressional  proposals  to  cap  some  jury  verdicts,  deter  cour| 
tions,  and  get  losing  litigants  to  pay  all  legal  fees. 

Capping  punitive  damages  at  three  times  compenszl 
damages  would  go  a  long  way  toward  curbing  outlar| 
awards.  Limiting  joint  liability  is  a  good  idea,  too. 
deep-pocketed  companies  are  liable  for  injuiies  even  if  j 
are  only  tangentially  involved  in  manufacturing  or  distrj 
ing  the  products  alleged  to  be  defective.  That's  just  crazi 
is  the  granting  of  huge  medical  malpractice  awards  by  jij 
which  would  also  be  capped  in  the  new  legislation. 

What  doesn't  work  in  Congress'  package  is  the  Erl 
Rule,  which  forces  losers  to  pay  winners'  legal  fees.  It  disi 
inates  against  the  economically  weak  and  is  a  dang«j 
lurch  to  the  extremist  right.  Far  better  for  judges  to  ex<| 
more  disciphne  and  settle  cases  quickly. 

The  point  of  tort  reform  is  not  to  prevent  individuals! 
using  the  legal  system  to  find  legitimate  redress.  The  isj 
common  sense  and  a  return  to  moderation.  What  the  U. 
now  isn't  working.  It's  time  to  try  something  else. 
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He  human  brain 
can  outsmart  even  the  most 
powerful  supercomputer 
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So  why  let  your  computer  system 
ictate  the  way  yoxx  run  your  business? 


Wouldn't  life  be  grand  if  you  could  run  your  business  without  being  held 
back  by  your  information  system?  At  J.D.  Edwards,  we  design  our  software 
with  the  flexibility  to  evolve  with  your  company,  even  if  your  operations  are 

all  over  the  world.  So  you  can  concentrate  on  business  knowing  your 
information  system  will  be  right  at  your  side.  To  find  out  how  J.D.  Edwards 
software  solutions  can  help  your  company,  call  us  at  1-800-727-5333,  ext.  101. 


JDEdwardS 


Software     For     A     Cmaniginc  World 
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HOW  TO  MAKE 
MULTIMEDIA  CONNECTIONS 
CHILD'S  PLAY 


confused  about  which  way 
to  turn  on  the  information  superhigh- 
way, maybe  we  can  help.  Multimedia  is  the 
sum  of  many  parts,  and  we've  had  a  part  in  most 
of  them.  qD   Our  data  storage  and  imaging  systems 
take  on  graphics-intense  applications  from  home 
computers  to  Hollywood  special  effects.  We're  bringing 
multimedia  to  networking  applications  with  our  new  family 
of  ATM  chips.  qD   Services  like  video-on-demand  and 
long-distance  learning  are  brought  to  you  through  our  ATM 
switching  systems.  Our  scalable  parallel  supercomputers 
help  visualize  processes  too  complex  for  eyes  to  see. 
qD   So  if  you're  looking  for  direction  on  the  informa- 
tion highway,  look  for  us.  You'll  find  us  at  every  tui^n. 
We're  a  $30  billion  company  with  a  worldwide 
multimedia  investment.  We  can  help 
you  make  getting  up  to  speed, 
child's  play. 
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COMPUTERS.  COMMUNICATIONS,  MICROELECTRONICS 
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ISA  A  I  ISf  STREET. 


it  doesn't  include  you  and  your  business,  the  expressway  to  the  future  could  be  the  road  to  nowhere. 

That's  why  we  custom  design  our  networks  to  meet  the  individual  goals  oj  businesses  and  the 
mmunities  they  serve.  From  improving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Main  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer  m  Honolulu, 
•  can  put  you  in  the  forefront  of  communications. 

For  more  information  call  your  BellSouth  Representative  or  1-800-726-BEFL. 
H   E   P   I   M  G       YOU       AHEAD        OF       T   hi   H        G  J\   hA  Hr 
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structure  and  adopting  a  truly  global  strategy 
as  it  prepares  for  the  next  century 
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STREET  NEWS 


GS  FIRST  BOSTON  OILS  ITS  REVOLVING  DOOR 


TALK  SHOW  ^Generation  after  generation,  we  have  en- 
slaved tiiese  people.'' 

— Representative  William  Goodling  (R-Pa.),  backing  the  GOPbill 
to  overhaul  a  welfare  'system  accused  of  fostering  dependency 


CS  FIRST  BOSTON'  GETS  A  TOP- 

level  shakeup  as  President 
Allen  Wheat  cuts  costs  and 
tightens  his  grip  at  the 
Swiss-owned  investment 
bank,  where  profits  last  year 
dropped  52%.  Wheat,  a  bot- 
tom-line-driven derivatives 
trader,  was  promoted  in  late 
1993  and  recently  assumed 
effective  command. 

Ruedi  Stalder,  the  Swiss 


chief  fiiiancial  officer  installed 
by  CS  Holding  Chief  Execu- 
tive Rainer  Gut  in  1991,  will 
be  replaced  in  several  weeks, 
say  sources  close  to  the  firm. 
Stalder,  considered  Gut's 
watchdog  in  the  U.  S.,  will 
shift  to  another  job  at  csfb 
or  elsewhere  in  the  Swiss 
parent's  empire,  csfb  had  no 
comment. 

Another  new  Wheat  econo- 


WHEAT:  Tightening  his  g 


my:  movmg  nonrevenue-pro- 
ducing  service  providers  off- 
pa;yToll.  So  employee-benefits 
head  Stephen  Medici  has 
formed  his  own  company 


with  his  10-mem- 
ber    CSFB  staff.; 
First    client:  cs' 
First  Boston.  Rob- 
ert Raziano,  chief 
of  operations  and 
systems,  also  has  a 
new  job:  He  gives 
up  his  managing 
director  title  for  a 
two-year  consult- 
ing contract  over- 
seeing  csfb's  move  I 
to  another  Manhattan  build- f 
ing.  Wheat's  radical  cost-cut- 
ting regimen  includes  a  re- 
cently announced  15%  staff 
cut.       Leah  Natlians  Spiro 


CAR  TALK 

GHRYSLER:  JUST  A 
ROUGH  PATGH? 

O.K.,  CHRYSLER  CORP.  HAS  A 

quality  problem.  Chairman 
Robert  Eaton  was  already 
flogging  his  troops  over  qual- 
ity control  even  before  the 
April  issue  of  Consumer  Re- 
ports criticized  Chrysler  vehi- 
cles, knocking  its  stock  down 
by  VA,  to  less  than  39.  But 
this  is  probably  a  case  where 
the  market  oveireacted. 

Even  though  the  magazine 
says  the  reliability  record  of 
the  .Jeep  Grand  Cherokee,  for 
example,  "has  been  dismal," 
buyers  are  snapping  up  the 
Jeep  and  such  stylish  new 
products  as  the  Cinus  sedan. 
Why?  Let's  go  to  the  maga- 
zine. In  the  April  issue,  most 
Chiysler  models  score  at  or 
near  the  top  of  their  class  in 
performance  and  such  things 
as  roominess.  "Chrysler 
comes  out  with  probably  the 
best  functional  cars  going," 
says  Robert  Knoll,  the  maga- 
zine's director  of  auto  test- 
ing. The  magazine's  beef  is 
that  the  Grand  Cherokee, 


Ram  tmcks,  and  Dodge  In- 
trepid and  other  lh  cai-s  have 
to  go  in  for  repairs  too  often. 

Such  concerns  are  sure  to 
sway  some  potential  buyers, 
but  history  suggests  that  the 
effects  are  marginal.  Sales  of 
the  company's  minivans, 
which  were  removed  from 
the  Consumer  Reports  rec- 
ommended list  in  1991  (and 


since  reinstated)  because  of 
transmission  failures,  never 
stumbled.  Ditto  the  Ford 
Taurus,  which  dropped  off  the 
list  in  1988.  Meanwhile, 
Chrysler  has  fixed  some 
problems,  such  as  dim  head- 
lights on  the  Intrepid,  and  is 
redesigning  doore  to  avoid  oc- 
casional water  leaks  and  wind 
noise.  David  Woodruff 


THE  LIST  GROSS  ENCOUNTERS 


Commercial  suc- 
cess and  major 
Oscar  nominations 
(Best  Picture,  Ac- 
tor, Actress,  Di- 
rector) go  togeth- 
er— but  not 
always.  At  the 
Mar.  27  Academy 
Awards,  the  tick- 

et-sales  winner  among  studi-  max 
OS  with  major  nominees  will  nom 
be  Paramount,  home  of  tion, 


PULP  FICTION-. 

Serious  box  off 


1994's  No.  2  box 
office  hit,  Forrest 
Gump.  Revenue 
champ  The  Lion 
King,  from  Disney, 
didn't  bag  any  ma- 
jor nominations. 
(After  all,  it's  a 
cartoon.)  Still,  Dis- 
ney-owned  Mira- 
scored  big  bucks  and 
nations  with  Pulp  Fic- 
starring  John  Travolta. 


ice 


MOViE  REVENUE:  TOP  OSCAR  NOMINEES 

Best  Picture,  Best  Actor,  Best  Actress,  Best  Director 

STUDIO  FIIM/NO  f:lF  NOVIN/'lluNi  GROSS*  MILLIONS 

PARAMOUNT  Forrest  Gump  3  l^obody's  Fool  l  $334 

MIRAMAX  Bullets  Over  Broadway  i  Tom  and  Viv  i  104 

Pulp  Fiction  3  Red  i 

WARNER  BROTHERS  The  Client  i  92 

COLUMBIA  Little  Women  i  The  Shawshank  Redemption  2  70 

GRAMERCY  Four  Weddings  and  a  Funeral  i  53 

20TH  CENTURY  FOX  Nelli  33 

BUENA  VISTA  Quiz  Show  2  24 

SAMUEL  GOLDWYN  The  Madness  of  King  George  i  10 

ORION  Blue  Sky  1  3 


*As  of  Mar.  17 


DATA:  HOU  WOOD  REPORTER,  ACADEMY  OF  MOTION  PICTURE  ARTS  &  SCIENCES 
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PAPER  PLAYS 

THIS  STOCK  DIDN'T 
QUITE  MAKE  THE  CUT 

GENERAL   MOTORS'  .SPECIAL 

stock  for  its  Electronic  Data 
Systems  unit  has  done  so 
well  that  it  has  outgrown 
the  Standard  &  Poor's  Mid- 
Cap  index.  But  the  stock, 
known  as  Class  E,  is  not 
stepping  up  to  the  presti- 
gious S&P  500-stock  index. 
Here's  why. 

Basically,  s&P  doesn't  think 
enough  Class  E  shai'es  will  be  u 
available  for  pub- 
lic trading.  That's 
because  GM  re- 
cently placed  a 
huge  wad  of  E 
shares — 173  mil- 
lion— in  its  pension  plan  to^ 
help  cover  a  chronic  shortfall. 
This  leaves  55%  of  the  shares 
for  the  public,  or  263  million. 
That  may  seem  plenty.  The 
index  funds  itdiTOiing  the  S&P 
500  would  only  have  taken 
32.5  milHon  of  those  E  shai'es. 
But  S&P  doesn't  want  almost 
half  a  500  stock  unavailable. 

Class  E  seems  to  have 
shi-ugged  off  the  slight  from 
Standard  &  Poor's — which, 
hke  BUSINESS  WEEK,  is  a  unit 
of  McGraw-Hill — with  no  last- 
ing effect.  Since  getting  the 
boot  from  the  MidCap  index 
Mar.  9,  the  stock  has  held 
quite  steady,  closing  Mar  22 
at  40'/^.  Jeffrey  M.  Laderman 
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SHOW  BIZ 

STAY  TUNED  FOR 
MlT.BLUEl 

SF\Y  SCIENTISTS 
emoting  on  network 
prime  time?  It 
may  happen.  No- 
bel prize  win- 
ner Leon  Le- 
derman  is 
seeking  fund- 
ing for  a  TV 
show  to  do  for 
scientists  what 
L.A.  Law  did  for 
lawyers  and  ER 
did  for  surgeons. 
Tentative  title:  The  Dean, 
because  the  show  will  revolve 
around  a  college  dean  as  he 
explores  nuclear  fusion  and 
battles  hazardous-waste  spills. 

Lederman  earned  his  1988 
Nobel  in  physics  by  study- 
ing subatomic  particles  called 
neutrinos,  which  have  no  de- 


tectable mass.  Cynics  might 
say  a  prime-time  berth  is 
even  harder  to  find.  Yet  Le- 
derman, 72,  now  a  professor 
at  the  Illinois  Institute  of 
Technology,  says  CBS 
Chief  Laurence  Tisch 
^  encouraged  him  to 
^  develop  the  con- 
W  cept.  No  com- 
^  ment  from  CBS. 

Plus,  Leder- 
man has  high- 
power  help 
developing  the 
proposal:  Adri- 
an Malone,  ex- 
ecutive producer 
of  such  science-TV 
hits  as  Carl  Sagan's  Cos- 
mos.  Although  Lederman 
wants  episodes  to  be  scientif- 
ically accurate  in  every  re- 
spect, he  says,  "I  think  we're 
going  to  have  a  problem 
with  that,  and  I  think  we're 
going  to  lose."  Quick  study, 
that  guy.  Peier  Coy 


PRODUCT  PEEK 


CYBERLOUNGES  FOR  GYBERSCHMOOZERS 


CHAT  ROOMS,  THOSE  MAINSTAYS 

of  online  services,  are  getting 
a  new  look  from  Japan. 
These  chat  rooms  are  graph- 
ical 3-D  versions  of  a  place 
where  members  now  commu- 
nicate by  typing  text.  In  the 
new  version,  you  move  on- 


WORLDSAWAY:  Faceless  no  more 


screen  as  a  cartoon  character 
called  an  "avatar,"  interact- 
ing with  other  kindred  souls 
in  electronic  form.  This  baby 
step  toward  virtual  reality, 
named  WorldsAway,  is  slated 
to  be  available  in  July  from 


CompuServe — licensed  from 
Japan's  Fujitsu  Cultural 
Technologies. 

Here's  how  it  works:  First, 
you  choose  a  body  and  a 
head  for  your  avatar — part 
animal,  part  human,  whatev- 
er. Mixing  and  matching  is 
:jd  encouraged.  Your 
typed  comments  ap- 
pear in  a  dialogue 
bubble  over  your 
character's  head,  as 
in  a  comic  strip.  In 
Japan,  where  Fujitsu 
launched  its  first 
electronic  community 
five  years  ago,  peo- 
ple thi-ow  "head  pai"- 
ties"  for  friends  to 
try  on  your  collec- 
tion of  heads. 

There  are  other 
cyber-schemes  in  the  works. 
Knowledge  Adventure  Worlds 
and  Landmark  Entertainment 
Group  plan  to  launch  their 
own  3-D  Interactive  World's 
Fair  by  yearend  on  the 
Internet.  A^ny  Cortese 


DRAWN  &  QUARTERED 


THE  PRINTED  WORD 

RANDOM  HOUSE  S 
PROFILES  IN  GOURAGE 

DIVER  GREG  LOUGANIS'  BEST- 

seller  is  the  latest  in  Random 
House's  string  of  successful 
autobiographies  by  athletes 
afflicted  with  the 
AIDS  virus.  The 
giant  Newhouse- 
owned  publisher 
is  in  its  ninth 
printing  with 
Olympic  gold 
medalist  Louga- 
nis'  Breaking  tin 
Surface,  which 
also  just  hit  No.  1 
on  The  New  York 
Times  best-sell- 
er  list.  Similarly,  basketball 
legend  Magic  Johnson's  1992 
memoirs  (My  Life)  and  tennis 
star  Arthur  Ashe's  1993  book 
(Days  of  Grace),  published 
by  Random  House  unit 


LOUGANIS:  Best 


Knopf,  were  best-sellers 
Random  House  executives 
say  it's  just  coincidence  that  it 
has  published  all  three,  anc 
they  ai"e  reluctant  to  attributi 
the  books'  success  to  the  aidi 
factor.  Others  in  the  industi-y 
say  the  reasons  are  cleai"  Thi 
men  are  prominent,  and  theii 
tragic  stories  are 
compelling. 

AiDS-relatec 
publicity  sur 
roimcUng  this  trio 
has  done  som( 
good.  The  Lo; 
Angeles  Gay  and 
Lesbian  Commu 
nity  Services 
Center  notes  a 
41%  increase  in 


anonymous  Hiv 
testing  there  since  Louganis 
announced  on  Feb.  22  he  had 
the  vinas.  Such  hikes  also  fol- 
lowed disclosures  by  Johnson 
and  Ashe,  who  died  just  be- 
fore his  book  came  out.  □ 


THE  BIG  PICTURE 


PROPERTY  VALUES 
IT  DEPENDS 

WHERE  YOU      -  '  your  home  IS  more 
Liyg  your  castle:  It's  also  your  nest 

egg.  But  counting  on  steadily  rising  home 
^        prices  can  be  hazardous  to  your  financial  health. 

Even  though  prices  are  up  12%  nationwide  since  1990,  |" 
■  the  average  masks  plenty  of  regional  variation.  Even  a 
i-     modest  recent  uptick  hasn't  helped  much  in  New 
\    England.  Shown:  regions  with  the  biggest  changes. 

1  EXISTING 

I  SINGLE-FAMILY  HOME 
I      PRICE  CHANGE 
1  1990-94 


1% 


ENGLAND 


EAST 

DATA:  MERRILL  LYNCH  i 


SOUTH- 
WEST 


FAR 
WEST 


FOOTNOTES  Percentage  of  managers  who  evaluate  employees:  72%  Employees  who  evaluate  supervisors:  14% 
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riic  Chevrolet  Emblem  and  Bla/cr  are  registered 
trademarks  and  Chew  is  a  trademark  of  the  GM  Corp.  ^ 
u^m-i  CM  Corp.  All'Rights  Reserved.  Buckle  up,  America! 


WE  LAID  IT  ON  /^/c£ 

C/he  all  new  blazer  slows  the  aging  process  considerably.  It  sports  a  thick, 
lustrous.  new-generation  clear-coat  paint  finish  that  resists  the  ravages  of  time. 

it's  enough  to  make  you  want  to  rise  early  and  watch  the  morning  dew  glisten 
on  the  hood.  visit  your  chevy  dealer  and  look  into  the  deep  gloss  of  the  blazer 
for  yourself.  for  a  free  brochure  or  video  call  1-800-950-0540. 


All  New  blazer 

LIKE  A  ROCK 
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SEIZING  THE  PULPIT  ON 
AMERICA'S  NEW  POPULISM' 

Historically,  populism  in  America  has 
often  been  associated  with  the  knee- 
jerk  reactions  of  a  disenfranchised  elec- 
torate ("America's  new  popuhsm,"  Cov- 
er Story,  Mar.  13).  However,  today's 
dissent  stems  fi'om  government's  seem- 
ing inability  to  carry  out  the  mandates 
of  its  electors  rather  than  a  bigoted  at- 
tempt to  return  America  to  the  past. 

The  anger  that  arises  out  of  some 
Americans'  circumstances  is  dii-ected  to- 
ward the  goveminent  that  they,  them- 
selves, have  elected  and  less  towai-d  pai-- 
ticular  interests  or  minorities.  Populism 
today  crosses  all  etlinic,  econoinic,  and  ra- 
cial bamers. 

Justin  Viener  ^^^^-^ 
Brandon,  Fla. 


The  negative  phrase  "big  govern- 
ment" is  a  meaningless  one  that  only 
distorts  the  truth  about  our  countiy. 
We  live  in  a  huge  country;  therefore, 
we  have  "huge  government."  There  will? 
never  be  "little  government"  in  this! 
country  but  only  the  kind  that  we  feel 
serves  our  individual  ideology. 

Stephen  Miller 
Mishawaka,  Ind 
MGSStudio@aol.com 

Your  story  drew  an  excellent  por- 
trait of  the  frustration  of  the  American 
people  at  the  lack  of  leadership  in  deal- 
ing with  a  changing  world.  Most  of  ourl 
leaders,  to  their  discredit,  are  eitherj 
exploiting  this  anger  for  their  own' 


"America's  new  populism" 
is  hardly  new.  It  is  an  old- 
fashioned  mi.x  of  racism, 
sexism,  nativism,  moralism, 
anti-Semitism,  homophobia, 
xenophobia,  and  fascism. 

Charies  E.  Everett 
Bridgewater,  N.J. 
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IT  ifFirUiiu;  .ij^ast  t>i^  i^nvmine/ii. 
laonl  ib-ai^.  aiid  the  gidtH]  tumoiii} 
TFAtmcJit  rtalape  .\intrka" 


As  long  as  people  let 
Newt  and  his  special-interest  buddies  do 
theii-  tliinking  for  them  and  buy  the  cx)P's 
self-sei-ving  mantra,  the  real  reasons  for 
oui'  problems — such  as  global  competi- 
tion and  the  lack  of  secure,  well-paying 
jobs — won't  be  adequately  addressed. 

Steve  Nesich 
Seattle 

StevenN162@aol.com 

Yom-  aiticle  confirms  my  gi'owing  sus- 
picion that  your  magazine  has  been  in- 
fected with  proponents  of  the  liberal 
ideology. 

Your  motives  for  denigi-ating  conser- 
vatives and  their  spokesmen  as  "angiy," 
"mihtant,"  "radical,"  and  "hate-monger- 
ing,"  in  the  guise  of  honest  concern  for 
America's  future,  are  veiy  obvious  and 
cast  doubt  on  the  veracity  of  other  in- 
formation in  the  magazine. 

B.  Clark  Smith 
Crystal  Lake,  111. 


ANGER  AND  OPPORTUNITY 

"Business  leaders 
need  to  counter  the 
demagogues  and  show 
grassroots  Americans 
they  have  nothing 
to  fear  from 
today's  changes" 

purposes  or  hoping  it  will  blow  over. 

The  leadei-sWp  vacuuin  presents  a  tre- 
mendous opportunity  to  the  business 
community.  With  a  huge  stake  in  the 
world  economy,  and  as  suppliers  of  mil- 
lions of  jobs  dependent  on  world  trade, 
business  leaders  need  to  counter  the 
demagogues  and  show  gTassroots  Amer- 
icans they  have  nothing  to  feai;  from  to- 
day's changes,  that  in  fact  theii'  lives  can 
be  immeasui"a.bly  richer  because  of  them. 

Keith  Collins 
President 
PowerComm 
Washington 

While  there  is  ceitainly  a  conservative 
element  in  modem  populism,  your  poll 
hints  at  a  different  stoiy.  The  only  truly 
popular  individual  was  Cohn  Powell. 
Jesse  Jackson  also  had  a  following.  Sur-- 
piisingly.  Bill  Clinton  was  the  only  poli- 
tician in  the  gr'oup  to  be  liked  by  more 
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'he  business  day 

nay  never 

Mid/  but  now 

t  can  begin 

oy  8:30. 


Times  have  changed.  Power  lunches 
are  now  preceded  by  power  break- 
fasts. And  as  you  start  your  business 
day  earher,  you  need  your  important 
packages  earUer,  too.  Which  is  why 
UPS  now  offers  an  alternative  to 
10:30  delivery:  Early  A.M.  Service. 
Guaranteed  overnight  delivery  by 
8:30  A.M.*  And  if  you  like,  we  can 
even  call  the  sender  within  an  hour 
of  the  delivery  to  tell  them  exactly 
when  the  package  arrived  and  who 
signed  for  it.  Early  A.M.  Service, 
from  the  only  delivery  company  that 
believes  in  starting  the  day 
just  as  early  as  you  do.  UPS. 
MOVING  at  the  SPEED  of  BUSINESS." 


m 


>er  1,100  cities  from 
to  coast,  AS  A.P.  just 
me  two  hours  earlier 


_  '  "  "I 

Everything  A  CEO  Should  Know' 
About  Data  Storage: 

■  ■  ■  I  ■ ' 


1 .  In  1 994, 50'X.  of  your  computer  hardware  budget  w  as  spent  on  it.  2.  By  the  end  of  the  decade.  youU  spend  70%  on  it. 


Everything  An  IS  Manager  Should  Know 
(k)wThatT&  CEO 
Knows  The  EactsOnThe  Left):  ; 

 _2i 


1 .  There  is  an  avalanche  of  information  now  running  through  your 
company.  It  is  growing.  2. The  more  information  your  company 
creates,  the  more  information  your  company  needs.  3.  It's  now 
tougher  than  ever  to  distribute,  manage,  store  and  protect  the 
integrity-  of  your  information.  4.  Successful  companies  are  reorganizing 
themselves  around  the  competitive  use  of  information.  5.  Chances  are, 


FoonpaLY  Savings 


Traditional 

!Sto 

-age 

and  environmental  costs.  12.  Our 
systems' quicker  response  times  improve 
customer  service,  transaction  process- 
ing and  overall  employee  efficiency. 
13.  Only  EMC  is  able  to  offer  the  best 
storage  technologies  first  because  of 


your  competition  is  using  storage  to  gain  competitive  advantages,  our  MOSAIC:  2000  architecture.  This  allows  us  to  get  the  latest 
Not  just  to  save  money  but  to  make  money  and  to  increase  market    storage  solutions  to  you  faster,  so  your  information  is  always  being 

accessed  faster  and  protected  better  than  your  competitors'  information. 


Traditional 
Storage 


EMC 


NetWare!    NT    I  Vines  I   OS/2   ■  HPOJX  ■  SunOS  ■  Solaris  I    AIX    I  SVR4 


14.  Since  we're  always  first  to  market,  our  customers 
get  competitive  advantages  their  competitors  don't. 

15.  Without  compatibility  problems.  16.  Our  systems 
get  information  into  employees'  hands  faster  than 

share.  6.  For  instance,  by  storing  their  information  in  cenQ-al  locations,  ever  before,  allowing  diem  to  use  tliat  information  to 
companies  are  moving,  managing  and  controlling  their  information  make  your  company  more  successful.  17.  Our 
more  efficiently  than  before,  and  getting  their  products  to  market  faster,  systems  not  only  provide  faster  access,  they 
7.  The  Garmer  Group  reports  diat  roughly  half  of  machine-readable  ensure  that  the  information  is  secure,  and  RapmiseTime 
data  now  reside  on  desktops.  How  well  your  company  uses,  leverages  always  available.  18.  Case  in  point;  Symmetrix,  f  ^"  '"'P™™'*"' 
and  protects  its  open  client/server-based  information  the  world's  fastest  and  most  highly  available  mainframe  storage 
will  determine  its  performance.  8.  EMC  is  the  leader  in  system.  19.  Harmonix,  a  midrange  storage  system  that  makes  an 
data  storage  and  retrieval  systems.  We  focus  all  of  AS/400  scream.  20.  And  Centriplex,  the  first  mainframe  class, 
our  resources  on  this  one  area,  getting  the  best  tech-  centralized  storage  designed  specifically  for  open  environments, 
nologies  to  you  first,  giving  you  an  edge  no  one  else  21.  Our  customers  are  experts  at  getting  more  value  out  of  their 
has.  9.  With  the  highest  performance,  capacity  and   mainframe,  midrange  and  client/server  storage  systems.  Because  an 


CPU  Unhation 
25''Imprmx»ienl 


Before  After 
EMC  EMC 


availability,  our  systems  will  increase  your 
profits,  increase  your  market  share,  make 
your  customers  happier  and  ensure  the 
integrity  of  your  informadon.  10.  EMC 
systems  maximize  the  performance  and 
value  of  your  CPUs,  your  network  and  your  software 
like  no  other  storage  available,  extending  the  useful  life 
of  a  CPU  by  several  years.  11.  We  package  best-of-breed 
cache,  disk  and  memory  technologies  in  a  way  diat  has 
revolutionized  DASD- helping  you  manage  information 
better  while  drastically  reducing  floor  space  requirements 


ForOpeii  Svsicins. 


Syiiinielm"For 
Mumlmine  Shops. 


EMC  storage  system  isn't  just  passive  storage. 

22.  It's  part  of  a  dynamic  strategy  for  growth. 

23.  It  isn't  a  commodity.  24.  It's  a  value  center. 
25.  It's  a  competitive  weapon.  26.  It's  why 
EMC  is  a  highly  profitable  Fortune  500 
company  and  the  world  leader  in  storage 
M  ilutions,  producing  only  one  thing:  Storage. 
27  Call  1-800-424-EMC2  ext.  136  and  learn 
how  EMC  can  help  you  use  informadon  to 
improve  your  company's  performance. 
28.  As  well  as  vour  own. 


COMPETITIVENESS  IS  IMPROVED  BY  A  E\CTOR  OF  EMC 


THE  STORAGE  ARCHITECTS 


i:'/995  HMC  Corporalwii.  All  rights  reserved. 


Readers  Report 


EDITOR'S  MEMO 

A  BEST-SELLER  LIST  THAT  SHINES  A  LIGHT  ON  BUSINESS 


In  this  issue,  business  week  launches  a 
new  monthly  feature — a  best-seller 
list  devoted  to  business  books  (page 
20).  The  list  is  a  logical  extension  of  our 
Books  section,  created  25  years  ago, 
and  our  annual  Best  Business  Books  list. 
The  best-seller  list  is  designed  to  help 
our  readers  spot  the  books  that  have 
struck  a  chord  among  people  interested 
in  business  issues.  As  far  as  we  know, 
there  is  no  national  best-seller  list  de- 
voted only  to  business-related  books. 
Our  list  will  also  be  available  on  business 
WEEK  Online  through  America  Online  Inc. 

We  were  fortunate  to  have  someone 
well-suited  to  create  the  new  list.  De- 


people  than  disliked  him.  In  fact,  liberals 
and  moderates  dominated  the  upper 
ranks  of  the  rated  public  figures.  When 
we  turn  to  the  negative  ratings,  we  see 
that  a  majority  of  the  respondents  did 
not  like  Pat  Robertson,  Oliver  North, 
and  Rush  Limbaugh.  Ross  Perot  and 
Nevtt  Gingiich  also  had  high  negatives. 

This  is  amazing,  since  these  people 
were  mentioned  in  the  aiticle  as  a  driv- 
ing force  behind  the  new  populism. 

Deborah  Griffin-Sadel 
Red  Bank,  N.J. 

BUSINESS  GETS  BEHIND 
REGULATORY  REFORM  

"Voodoo  regulation?"  (Science  &  Tech- 
nology', Mar  13)  left  two  erroneous  im- 
pressions: first,  that  a  significant  portion 
of  the  business  commimity  is  not  sup- 
portive of  regxilatoi-y  reform;  second,  that 
if  the  reform  legislation  passes,  business 
will  be  worse  off  rather  than  better  off. 


CORRECTIONS  &  CLARIFICATIONS 

"South  Korea:  A  flying  leap  toward  the  21st 
century?"  (International  Business,  Mar. 
20)  should  have  said  that  Hyundai  Electron- 
ics Industries  Co.  invested  $150  million  for 
a  40%  stake  in  Maxtor  Corp.  in  1993.  Hyun- 
dai did  not  take  over  Maxtor. 

"A  $7  billion  passport'"  (The  Corporation, 
Mar.  20)  incorrectly  reported  that  Dow 
Chemical  Co.  paid  $7.7  billion  to  acquire  the 
companies  that  became  Marion  Merrell  Dow 
Inc.  Dow  says  it  paid  less  than  $5  billion. 


nise  Demong,  who  has  edited  our  Books 
section  for  seven  years,  has  spent 
months  talking  to  publishers  and  book- 
sellers to  create  our  network  of  20 
chains  and  independent  booksellers  that 
are  in  the  front  rank  of  business  book 
retailing.  Scoreboard  Editor  Frederick  F. 
Jespersen  and  Economics  Editor  Michael 
J.  Mandel  helped  with  the  statistical 
underpinnings.  Erica  Lapkin,  our  manag- 
er of  new  business  development  and  a 
key  member  of  our  business  week  Online 
team,  constructed  our  database. 

The  best-seller  list  caps  Denise's  term 
as  books  editor.  She  is  moving  on  to 
take  over  our  People  department,  while 


The  business  support  for  reg-ulatoiy 
reform  is  extremely  widespread.  The  Al- 
hance  for  Reasonable  Regulation  signed 
up  more  than  1,700  membere — business- 
es and  associations — in  two  months  and 
is  still  gi'owing.  Most  of  the  leading  busi- 
ness groups  ai'e  members,  including  the 
U.  S.  Cliamber  of  Commerce  and  the  Na- 
tional Association  of  Manufacturers,  of 
which  I  am  president. 

U.  S.  biLsiness  is  supjjorting  regiilatoiy 
reform  because,  under  cuiTent  law,  many 
regulations  ai'e  based  on  outdated  or  im- 
plausible scientific  data  and  methodology 
and  fail  to  weigh  the  cost  and  benefits  in 
a  rational  manner.  There  is  nothing  illuso- 
i-y  about  the  benefits  all  Americans  will 
reap  from  overdue  regulatoiy  refonn. 

.Jeny  Jasinowski 
Chairman 

Alliance  for  Reasonable  Regulation 
Washington 

FRANCE:  A  CLARIFICATION 

ON  IRAQ  

I  feel  obliged  to  coirect  some  state- 
ments regarding  France  in  "Embargo? 
What  embargo?"  (News:  Analysis  & 
Commentaiy,  Mar  20). 

France's  interests  section  at  the  Ru- 
manian Embassy  in  Iraq  was  opened 
on  Mar.  1,  not  Mar.  5.  This  means  your 
subtitle  was  incorrect  in  stating:  "Soon 
after  U.  N.  Representative  Madeleine 
Albright  lobbied  world  leaders  to  keep 
shunning  Iraq,  France  stationed  an  en- 
voy in  Baghdad."  France's  decision  was 
taken  before  Representative  Albright's 
lobbying  efforts,  not  after.  The  decision 
had,  in  fact,  been  announced  several 


Hardy  Green  moves  from  our  copy  desk 
to  the  Books  section.  Hardy  has  had  a 
varied  career  as  a  journalist  and  teach-  ^ 
er.  He  wrote  On  Strike  at  Hormel,  a  book  , 
on  labor  troubles  at  the  meatpacking 
company,  and  has  taught  at  the  State  \ 
University  of  New  York  at  Stony  Brook, 
where  he  earned  a  PhO  in  American  his- 
tory. Thanks  to  Denise,  and  best  wishes 
to  Hardy. 


Editor-in-Chief 


weeks  earlier  (on  Jan.  6,  to  be  precise). 

Conti-aiy  to  what  you  state,  France  is 
not  "the  first  member  of  the  coahtion 
that  beat  Saddam  Hussein  to  open  up  a 
diplomatic  office  in  Baghdad."  It  does 
not  have  diplomatic  relations  with  Iraq. 
And  the  U.  S.  has  had  an  office  for 
American  interests  at  the  Polish  em- 
bassy in  Iraq  for  a  number  of  years. 

Jacques  Andreani 
Ambassador  of  France  to  the  U.  S. 

Washington 

Editors  note:  Our  story  used  the  date 
that  France's  envoy  arrived  in  Bagh- 
dad rather  than  the  date  the  office 
opened.  Wliile  both  the  U.S.  and  Frame 
have  offices  to  represent  their  interests 
in  Iraq,  the  U.  S.  relies  on  Polish  offi- 
cials rather  than  its  own  envoy. 
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Introducing  Select  Edition  Pre -Owned  Jaguars 

Just  as  the  gardens  were  tended,  the  marble  polished 
and  the  pools  filtered,  these  Jaguars  have  been  jianipered, 
groomed  and  coddled. 

Superb  condition,  however,  is  merely  the  starting 
point.  To  be  eligible  for  sale  as  a  Select  Edition  vehicle, 
a  Jaguar  must  pass  our  rigorous  120-point  inspection 
and  meet  strict  age  and  mileage  criteria. 


Certification 

120-point  mechanical 
and  cosmetic  inspection. 


6  years/75.000  miles 
from  original  purchase.* 


Recent  model  years  with 
low  mileage.** 


The  Select  Edition  program  offers  exceptional  values 
on  exceptional  Jaguars.  Which  means  that  for  a  reason- 
able price,  you  can  drive  away  in  a  fully  certified  Jaguar 
with  the  added  assurances  of  a  factory  warranty  and 
free  24-hour  Roadside  Assistance? 

Have  you  ever  imagined  a  Jaguar  parked  in  front  of 
your  home?  Well,  now  you  can  put  it  there  for  real. 

For  more  information,  call  1-800- 4-JAGUAR. 


They  come  from  good  home 


JAGUAR 

Select  Edition 

P  K  K  -  <>  Vi  \  K  I)     \  I   T  (I  \l  II  U  I  I.  K  S 


tiler  Jar  a  copy  nj  the  Itnuled  uarranty  and  complete  details  on  Roadside  Assistance.   **()rtl)  1992-1994  model-year  cars  with  50.000  miles  or  less  are  amilalde  in  this  program.  Ertjoi,  tomorrou.  Buckle  up  today. 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

PROGRAMMING 
WITHOUT  TEARS 


My  wife,  Susan,  is  a 
high  school  mathe- 
matics teacher,  and 
for  years  she  has  kept  her 
class  records  on  a  spread- 
sheet. Recently,  she  was 
looking  for  a  better  way  to 
get  gi'adebook  data  into  stu- 
dent progress  reports.  My 
son  David  picked  up  the 
challenge.  In  just  a  few 
hours,  using  the  built-in  pro- 
gramming capabilities  of  Mi- 
crosoft Excel,  he  had 
the  computer  convert- 
ing the  spreadsheet 
data  into  automat- 
ed reports. 

You  probably 
aren't  as  com- 
fortable with 
the    idea  of 
programming 
as  a  14-year-old 
boy  is.  But  any- 
one willing  to  in- 
vest a  little  time  and 
effort  can  write  pro- 
grams and  customize  com- 
mercial applications,  thanks 
to  new  software  tools. 

Ti-ue,  both  spreadsheets 
and  word  processors  have 
long  offered  knowledgeable 
users  the  ability  to  simplify 
actions  by  recording  a  string 
of  keystrokes  and  mouse 
clicks  in  "macros"  that  can 
be  played  back  with  just  a 
mouse  click  or  two.  But  the 
technique  can  be  complicat- 
ed, and  there's  no  room  for 
variations. 

CLICK  FIX.  Many  leading  ap- 
plications now  make  it  easy 
for  a  user  to  modify  a  record- 
ed macro  or  to  write  a  pro- 
gram from  scratch.  For  ex- 
ample, you  probably  know 
how  to  construct  a  form-let- 
ter template  in  your  word 
processor.  With  a  little  extra 
work,  you  could  customize 


those  letters  by  clicking  on  a 
list  of  choices  at  various  plac- 
es in  the  text. 

Perhaps  you  have  some 
simple  chore — fi'om  maintain- 
ing a  contact  hst  to  mnning 
the  office  basketball-tourna- 
ment pool — that  none  of  your 
applications  handles  quite  the 
way  you  want.  If  you're  a  lit- 
tle more  adventurous,  you 
can  go  beyond  built-in  pro- 
gramming tools  and  create 


your  own  application  with 
Microsoft's  $130  Visual  Basic 
(206  882-8080)  for  Windows 
or  Novell's  AppWare  (800 
451-5151),  part  of  its  Perfect- 
Office suite.  (Macintoshes 
may  be  easier  to  use  but  are 
considerably  harder  to  pro- 
gram; there  are  no  real  Mac 
equivalents.) 

Visual  Basic  and  AppWare 
are  progi'amming  languages. 
But  unlike  the  cryptic  lan- 
guages of  old,  you  can  do 
much  of  your  progi'amming 
thi'ough  point-and-click  choic- 
es without  memorizing  a  lot 
of  complicated  commands. 
And  they  will  be  instantly  fa- 
miliar to  anyone  who  has 
used  the  macro  languages  in 
Microsoft  Office  or  Perfect- 
Office. 

Of  course,  you  don't  want 


an  amateur  writing  a  com- 
plicated application  that  yom* 
whole  business  depends  on. 
But  programming  tools — 
even  foi'  mission-critical  work 
— now  make  it  much  easier 
for  the  people  who  use  the 
progi'ams  to  play  a  more  ac- 
tive role  in  their  ongoing 
development. 

DIGITAL  CPA.  A  couple  of 
years  ago,  for  example,  mar- 
gin pressures  in  the  corpo- 
rate-audit business  caused 
Price  Waterhouse  to  decide 
that  it  needed  to  automate 
the  process  used  by  accoun- 
tants to  plan  their  review  of 
a  client's  books.  The  compa- 
ny's in-house  programming 
staff  chose  Allegro  CL,  a 
version  of  the  lisp  program- 
ming language,  from  Franz 
Inc.  (800  548-3600)  to  devel- 
op Windows-based  software. 
Senior  manager 
Maureen  McGowan, 
a  chartered  ac- 
countant who 
had  done  only  a 
bit  of  program- 
ming, set  to  work 
with  a  small  team 
of  software  devel- 
opers in  San 
Francisco. 

In  traditional 
industrial-strength 
programming  sys- 
tems, even  the 
smallest  change  requii"es  that 
a  new  prototype  be  generat- 
ed, a  process  that  can  take 
hom-s.  But  Allegro  CL  allows 
for  incremental  changes,  so 
McGowan  could  suggest  a 
modification  to  the  program- 
mers and  see  the  results  al- 
most immediately.  The  pro- 
gi"am,  called  Planet,  is  now 
in  final  field  testing  and  will 
be  given  to  Piice  Waterhouse 
accountants  this  fall.  McGow- 
an says  the  result  should  be 
"more  consistent  and  efficient 
planning  of  audits" — and  low- 
er costs. 

You  may  not  be  in  the 
market  for  a  megaproject 
such  as  Planet.  But  there  ai-e 
probably  a  dozen  little  ways 
in  which  a  bit  of  progi-am- 
ming  might  improve  your 
high-tech  life.  Give  it  a  tiy. 


5. 


BULLETIN  BOARD 


POCKET  ORGANIZERS 
A  PLANNER  YOU  CAN  TALK  TO 

If  you  find  getting  your  data 
into  pocket  organizers  with 
write-on  screens  or  tiny  key- 
boards a  frustrating  exercise, 
you  might  want  to  consider 
the  Voice  Input  Planner  900Q 
from  Sycom  Technologies 
(215  222-9117).  The  $295  VIP 
allows  you  to  dictate  your 


memos,  ap- 

pointments,  or  other  remin- 
ders and  play  them  back  as 
needed.  It  can  hold  up  to  11 
minutes  of  talk,  although  you 
can  greatly  improve  the  sound 
quality  by  settling  for  less 
recording  time.  The  seven- 
ounce  unit  also  functions  as  a 
conventional  personal  Infor- 
mation manager  (Including 
minuscule  keyboard),  with  the 
added  ability  to  dial  a  number 
by  holding  the  VIP  up  to  the 
mouthpiece  and  letting  it 
beep  right  into  the  telephone. 

NOTEBOOKS 
FAST.  YES-CHEAP,  NO 

Notebook  computers  continue 
to  challenge  state-of-the-art 
desktops  for  sheer  processing 
power.  The  latest  entrant,  the 
TravelMate  5000  from  Texas 
Instruments  (800-848-3927) 
Is  powered  by  a  75  megahertz 
Pentium  processor  and  fea- 
tures the  same  speedy  input- 
output  design  used  on  desk- 
top machines.  But  there's  still 
a  big  difference  in  price.  The 
new  Tl  units  start  at  just  un- 
der $6,000,  about  twice  the 
cost  of  a  similarly  equipped 
desktop. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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LICON  SNAKE  OIL 

;cond  Thoughts  on  the  Information  Highway 

'Clifford  Stoll 

)ubleday  •  247pp  •  $22 


NFOBAHN 
EARNING  FLAGS 


lifford  Stoll  helped  make  the 
Internet  hip.  In  recounting  his 
04  pursuit  of  a  fiendish  gang  of  Ger- 
an  hackers  who  had  stolen  informa- 
)n  from  his  computers  and  sold  it  to 
e  KGB,  Stoll's  first  book,  The  Cuckoo's 
ig,  made  the  I-way  seem  like  John 
i  Carre  territoiy — even  though  this 
ae-life  adventure  was  set  in  the  drea- 
world  of  operating  systems,  network 
des,  and  communications  protocols, 
iblished  in  1989,  Cuckoos  Egg  sold 
ill  and  did  a  lot  to  bring  the  then  not- 
dely-used  Internet  into 
blic  view. 

Now,  when  you  can't 
em  to  get  away  fi-om 
e  Internet,  Stoll  is 
ck.  But  this  time,  the 
tronomer-turned-com- 
ter-security-expert  is 
iving  a  yellow  caution 
g:  Before  we  vault  into 
e  online  future,  Stoll 
irns  in  Silicon  Snake 
I,  we  should  pay  care- 

I  attention  to  bogus 
lims  and  hidden  costs. 
The    Net,  boosters 
iintain,  can  help  with 
eiything  from  educating  the  kids  to 
storing  participatory  democracy.  It 

II  slash  health-care  costs  with  tele- 
idicine  and  turn  businesses  into  super- 
icient  virtual  coiporations.  Disembod- 
1  cybercitizens  will  overcome  the 
undaries  of  poverty,  inadequate 
lools,  and  race.  "The  key  ingi-edient  in 
air  silicon  snake  oil  is  a  technocratic 
lief  that  computers  and  networks  will 
ike  a  better  society"  and  cure  social 
oblems,  writes  Stoll. 

It's  not  so,  and  the  price  of  falling 
■  this  hype,  he  says,  is  staggering.  At 
k  are  vital  institutions  such  as  the 
ighborhood  libraiy  and  oui'  entire  ed- 
ation  system.  Rather  than  fixing  our 
lools,  Stoll  asserts,  we're  diverting 


money  ft-om  things  that  could  make  a 
difference,  such  as  more  books  and  bet- 
ter teachers.  "Edutainment"  software, 
he  says,  is  nothing  more  than  eye  candy 
that  actually  makes  the  job  of  learning 
harder  because,  once  exposed  to  it,  kids 
won't  sit  still  for  the  real  thing. 

Online  libraries  also  rank  high  among 
Stoll's  betes  noires.  As  libraries  i-ace  to 
replace  card  catalogs  with  databases 
and  push  aside  reference  books  and  pe- 
riodicals to  make  room  for  computer 
terminals,  they  are  courting  disaster. 

Increasingly,  only  the  ma- 
terial that's  available  on- 
line will  survive.  From 
your  library  or  home, 
you'U  be  able  to  smf  fi-om 
one  end  of  the  World 
Wide  Web  to  the  other, 
but  what  you'll  get  is  a 
jumble  of  contextless 
data.  In  their  relentless 
pursuit  of  discrete  fac- 
toids, computers  decon- 
struct conventional  forms 
of  information — books — 
into  bytes.  "Data  isn't  in- 
formation any  more  than 
fifty  tons  of  cement  is  a 
skyscraper,"  Stoll  insists.  You  would 
learn  more  about  a  topic  by  leafing 
through  a  card  catalog — or  by  asking  a 
librarian.  But,  Stoll  fears,  by  the  time 
we  figui'e  that  out,  libraries  will  have 
been  undei'mined. 

And  what  of  the  online  communities 
that  come  alive  in  the  chat  rooms  of 
cyberspace?  InteUigent  online  discourse, 
he  says,  is  drowned  out  by  drivel  and 
extremist  bullies.  If  cyberspace  is  a 
neighborhood,  it's  not  a  nice  one. 

It  would  be  easy  to  dismiss  StoU  as  a 
Luddite,  a  curmudgeon,  or  a  spoil- 
sport— the  kind  of  kid  who,  now  that 
everybody  has  discovered  his  play- 
gi'ound,  wants  to  take  his  ball  and  go 
home.  But  Stoll  is  none  of  the  above. 


Through  highly  conversational  prose 
that  includes  tales  of  spelunking  in  Ari- 
zona and  studying  in  China,  Stoll  re- 
veals himself  to  be  a  thoughtful,  witty 
observer.  He's  the  type  of  person  you'd 
like  to  meet  in  an  online  chat  room  but 
never  do.  He  admits  he's  not  the  fii'st  to 
warn  about  Information  Age  perils.  But 
his  is  a  unique  point  of  view:  that  of  a 
quilt-making,  cookie-baking  Berkeley 
dweeb — who  also  happens  to  be  a  seri- 
ous scientist. 

It's  his  scientific  experience  that  in- 
forms Stoll's  most  fundamental  criticism: 
Our  faith  in  computers  and  in  "infor-- 
mation"  is  built  on  shaky  foundations. 
He  describes  his  own  two-year  effort 
to  analyze  the  composition  of  Jupiter-'s 
clouds  using  sateUite  data.  It's  a  thrilling- 
breakthrough  when  the  computer  mod- 
el "reveals"  that  the  atmospher-e  is  com- 
posed of  particles  of  ammonia  topped 
by  ice  crystals.  "Yes,  but  do  I  believe  it 
today?"  asks  Stoll.  "The  question  makes 
me  squirm."  His  computer  model,  like 
every  other,  is  founded  on  the  pro- 
grammer"'s  assumptions,  choice  of  data, 
and  understanding  of  the  material — 
none  of  which  is  infallible. 

Yet  gover-nment,  businesses,  inves- 
tors, and  ordinary  citizens  increasingly 
look  to  the  computer  for  the  definitive 
answer.  "Simply  by  turTiing  to  a  comput- 
er when  confi-onted  with  a  problem,  you 
limit  your'  ability  to  r-ecognize  other  so- 
lutions," he  war-ns.  What  makes  a  busi- 
ness excel  are  good  ideas  and  smart, 
har'd-wor'king  people.  The  Net  can't  do 
anytlring  to  make  up  for  a  lack  of  those. 

Stoll  hasn't  turned  his  back  on  the 
Net.  WMle  pointing  out  what  a  waste  of 
time  Net-surting  can  be,  he  still  spends 
hours  a  day  in  the  glow  of  his  monitor. 
And  in  the  end,  he  allows  that  he's 
hopeful.  "For-  all  my  kvetching,  I'm  all 
grins  to  see  people  pr-essing  limits  and 
finding  new  ways  to  express  them- 
selves." Indeed,  in  the  months  since 
Stoll's  manuscript  was  completed,  ther-e 
has  been  an  explosion  of  innovation  on 
the  Net.  Some  of  this  work — such  as 
new  indexing  systems — will  address 
some  of  Stoll's  concerns.  Meantime,  Net 
enthusiasts  would  do  well  to  heed  his 
advice:  Proceed  with  caution  and  keep 
an  eye  on  the  rear-view  mirTor\ 

BY  GEOFF  LEWIS 

Senior  Editor  Lewis  heads  up  busi- 
ness week's  coverage  of  information 
technology. 


THE  PRICE  OF  BELIEVING  THAT  COMPUTERS  CAN 
CURE  SOCIAL  ILLS,  SAYS  STOLL,  IS  STAGGERING 
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THE  BUSINESS  WEEK  BEST-SELLER  LIST 


Need  help  staying  abreast  of  the  hot 
topics  in  the  business  world?  Here 
is  the  first  major  compilation  of  best- 
selling  business  books. 

The  BUSINESS  WEEK  Best-Seller  List 
is  based  on  a  survey  of  independent 
and  chain  booksellers  representing  ap- 
proximately 1,085  retail  outlets  nation- 
wide. We  selected  the  paiticipants  after 
interviewing  major  pubhshers  of  busi- 
ness books  to  find  stores  that  do  a 
steady,  sizable  business  in  these  books, 


choosing  an  appropriate  sample  to  pro- 
vide wide  geogi'aphic  coverage. 

Each  participating  bookseller  has 
agi'eed  to  report  monthly  unit  sales  of 
business  books,  which  are  defined  by 
BUSINESS  WEEK  as  business  narratives 
as  well  as  books  on  economics,  manage- 
ment, sales  and  marketing,  small  busi- 
ness, investing,  personal  finance,  and 
careers. 

We  weight  the  data  submitted  by  the 
stores  to  reflect  the  overall  balance  of 


sales  between  chains  and  independent 
as  tracked  for  us  by  publishers. 

The  cuiTent  list  is  based  on  sales  f( 
Febmaiy.  The  next  list,  reflecting  Marc 
sales,  will  appear  in  the  May  1  issue. 

In  addition  to  appearing  in  the  mag; 
zine  once  a  month,  the  best-seller  Hi 
will  be  available  on  America  Online 
part  of  BUSINESS  week's  "Busines 
Bookshelf."  For  further  information  coi 
ceming  America  Online,  call  (800)  64: 
4848  and  mention  business  week. 
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HARDCOVER 


THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 
THE  BEARDSTOWN  LADIES'  COMMON-SENSE  INVEST- 
MENT GUIDE  by  the  Beardstown  Ladies  Investment  Club 
with  Leslie  Whitaker.  (Hyperion  •  $19.95)  Recipes  for  Four- 
Bean  Salad.  Five-Hour  Stew — and  23%  returns. 
THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jr. 
(Wiley  •  $24,95)  A  useful  analysis  of  how  Buffett  does  it. 
REENGINEERING  MANAGEMENT  by  James  Champy 
(HarperBusmess  •  $25)  "Re-engineering  the  Corporation" 
co-author  re-evaluates. 

BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusmess  •  $25)  How  3M,  Wal-Mart.  Procter  &  Gam- 
ble, and  others  became  standouts. 

FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger  Mer- 
rill, and  Rebecca  R.  Merrill  (Simon  &  Schuster  •  $23) 
Managing  your  time  by  balancing  your  life. 

RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

SECRETS  OF  THE  STREET  by  Gene  G.  Marcial  (McGraw- 
Hill  •  $20)  Insider  trading  is  business-as-usual,  says 
BUSINESS  WEEK  columnist. 

"WHY  SHOULD  WHITE  GUYS  HAVE  ALL  THE  FUN?"  by 

Reginald  F.  Lewis  and  Blair  S.  Walker  (Wiley  •  $22.95) 
The  life  of  Lewis,  the  late  head  of  TLC  Beatrice 
COMPETING  FOR  THE  FUTURE  by  Gary  Hamel  and  C.K. 
Prahalad  (Harvard  Business  School  •  $24.95)  For  healthy 
growth,  anticipate  the  future-and  how  to  dominate  it. 

EMPIRES  OF  THE  MIND  by  Denis  Waitley  (Morrow  •  $23) 
Thriving  in  a  changing  workplace  through  "self-leadership. " 

INVESTMENT  BIKER  by  Jim  Rogers  (Random  House  •  $25) 
Cycle-riding  money  manager  circles  the  globe,  investigating 
emerging  markets. 

AMERICAN  EMPRESS  by  Nancy  Rubin  (Villard  •  $27.50) 
The  life  of  Marjone  Merriweather  Post. 

14  WINNIE-THE-POOH  ON  MANAGEMENT  by  Roger  E.  Allen 
(Dutton,  •  $17.95)  Using  A. A.  Milne's  beloved  bear  to  illus- 
trate SIX  fundamentals. 

15  THE  MONEY  DIET  by  Ginger  Applegarth  (Vikmg  •  $21.95) 
Advue  on  reaching  your  financial  "goal  weight. " 
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PAPERBACK 


THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE  by 

Stephen  R.  Covey  (Fireside  •  $12)  Still  going. 

THE  ERNST  &  YOUNG  TAX  GUIDE  1995  edited  by  Peter  W 
Bernstein  (Wiley  •  $14.95)  T/s  the  season. 

REENGINEERING  THE  CORPORATION  by  Michael  Hammer 
and  James  Champy  (HarperBusiness  •  $13)  Using  informa- 
tion technology  to  redesign  business  processes. 

THE  PURSUIT  OF  WOW!  by  Tom  Peters.  (Vintage  •  $14) 
Irreverent  tips  on  keeping  products,  organizations-and  peo- 
ple-from  going  stale. 

J.K.  LASSER'S  YOUR  INCOME  TAX  1995  by  the  J.K.  Lasse* 

Institute  (Macmillan  •  $14)  Sharpen  your  pencil. 

THE  1995  WHAT  COLOR  IS  YOUR  PARACHUTE?  by  Rich 
ard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The  endurint 
job-search  bible. 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  From  "a  sincere  word  of  thanks"  to  ' 
putting  their  names  in  lights. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  M 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

THE  EFFECTIVE  EXECUTIVE  by  Peter  F.  Drucker  (Harper- 
Busmess •  $12)  Twenty-seven-year-old  classic,  boosted  by 
Newt  Gingrich's  thumbs-up. 

KNOCK  'EM  DEAD  by  Martin  Yate  (Adams  •  $9.95)  A  job-  : 
seeker's  handbook. 

THE  FIFTH  DISCIPLINE  by  Peter  Senge  (Currency  • 
$18.50)  Creating  the  "learning  organization." 

ZAPP!  by  William  C.  Byham  PhD  with  Jeff  Cox  (Fawcett  • 
$10)  Fable  relates  the  travails-and  triumphs-of  the  fictiona 
Normal  Co. 

PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $15.95)  Light-hearted  primer. 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three  man- 
agement techniques,  conveyed  in  brief  story  form. 

THE  GOAL  by  Eliyahu  M.  Goldratt  (North  River  Press  • 

$19.95)  Bringing  your  strategies  in  line  with  your  No.  1 
purpose:  making  money. 


Reporting  stores:  Barnes  &  Noble  Inc.  (including  Barnes  &  Noble,  Bookstop,  Book- 
star.  B,  Dalton,  Doubleday,  and  Scnbner's);  Baxter's  Books  (Minneapolis);  Benjamin 
Books  World  Trade  Center  (New  York);  Borders  Books  &  Music  (32  states);  Business 
Sawy  Inc.  (Chicago);  Classic  Bookshop  (New  York);  Harvard  Coop  (Cannbridge,  Mass.); 
Library  Ltd.  Bookstore  (St.  Louis);  McGraw-Hill  Bookstore  (New  York);  Oxford  Book 


Stores  (Atlanta);  Rizzoli  World  Trade  Center  (New  York);  San  Diego  Technical  Book 
Schwartz  Business  Books  (Milwaukee);  Sidney  Kramer  Books  (Washington 
Stacey's  Professional  Bookstore  (San  Francisco);  Stanford  University  Bookstore  (Sta 
ford,  Calif  );  Tattered  Cover  Book  Store  (Denver);  Taylor's  Ltd.  (Dallas-Ft.  Worth 
Waterstone's  Booksellers  (Boston,  Chicago);  WordsWorth  Books  (Cambridge,  Mas; 
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We  admit, getting  miles  probably  never  changed  a  ^  CITIBAN^'^       dollar  you  spend*  Which  could 

.AA  A^Advantage* 

poor  sport  into  a  good  one,  But  when    -^'^  just  take  some  of  the  sting  out 

AA    ^TTH^AKOj  ^ 

you  use  the  Citibank  A'5^dvantage'-'  A^ivantage  |  Ijj^     [        of  feeding  a  hungry  partner 


card,  you'll  earn  one  AAdvantage  "^iSS  0012  3fSb  1890    *  The  Citibank  AAd vantage  card. 

.  -     c  r  V7S4 

mile  on  Amencan  Airlines"  for  every  To  apply,  call  1-800-FLY-4444,  ext.  20. 

or  was  it  the  miles? 

fimum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  American  Airlines /^^dvantage  Platinum* and /^Advantage  Gold*  members  are  excluded  from  this  limit 
III  ,,n  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and 
special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  pnogram  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.A.  ©  1 995  Citibank  (South  Dakota).  N.A,  Member  FDIC 


1  \  CA.^ABLANCA.  A  SLI\  EK  UF  Ba\E  HE\  E  ALED  A  CHUNK  OF  HISTORY  when  Dr.  Jean-Jacques  p 
Hublin  unearthed  a  tew  fossilized  skull  fragments.  Then  Hublin  and  a  team  of  IBM  scientists  fed' 
this  shattered  3-D  jigsaw  puzzle  into  a  unique  program  called  \  isualization  Data  Explorer.  "  The  tinv 


pieces  helped  torm  an  electronic  reconstruction  ol  our  early  ancestor,  tiie  iirst  Homo  sapiens.  This 
new  IBM  technology  has  turned  time  back  400,000  years,  uncovering  clues  to  the  origins  of  mankind. 
What  can  visualization  technology  reveal  to  you?  Call  1  800  IBM-3333,  ext.  GlOl,  and  see. 


Solutions  for  a  small  planet' 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


NEVER  MIND  CONGRESS-THE  REAL 
REFORM  ACTION  IS  IN  THE  STATES 


SLASHING: 

Voter  fury 
and  regional 
competition 
for  business 
has  local 
governments 
acting  fast  to 
cut  taxes  and 
regulatory 
burdens 


Gary  S.  Becker,  the  1992  Nobei 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Overshadowed  by  the  House  Repubh- 
cans'  efforts  to  implement  the  Con- 
tract With  America  are  revolutionaiy 
proposals  by  states  and  cities  that  may  have  a 
gi'eater  impact  than  what  ultimately  happens 
in  Congi'ess. 

Some  30  states  are  planning  to  reduce 
taxes,  while  New  Jei'sey,  Michigan,  and  a  few 
others  have  already  begun  the  process.  Cah- 
fornia,  New  York,  and  Massachusetts  were 
leadei-s  dming  the  past  30  years  in  expanding 
state  spending  and  regulations.  But  all  now 
have  Republican  governors — Pete  Wilson  in 
CalifoiTiia,  George  W.  Pataki  in  New  York, 
and  William  F.  Weld  in  Massachusetts — who 
ai'e  strong  advocates  of  cutting  taxes  and  red 
tape. 

I  was  a  member  of  the  Governor's  Task 
Force  on  California  Tax  Reform  &  Reduc- 
tion appointed  by  Wilson  in  1994.  We  sug- 
gested, and  he  endorsed,  a  15%  across-the- 
board  cut  to  be  phased  in  over  a  three-year 
period  in  state  pei-sonal  income  and  bank  and 
corporation  tax  rates.  In  New  York,  after 
yeai^s  of  growth  in  taxes,  Pataki  was  recently 
elected  on  a  platform  that  pledged  to  cut 
state  income  taxes  by  25%  during  the  first 
four  years  of  his  term.  Weld  has  renewed 
proposals  for  tax  cuts  that  ai-e  expected  to  be 
approved  in  some  foiTn  by  the  state  legisla- 
ture. Democratic  govemors  have  also  heard 
the  votere'  message,  and  some  ai'e  advocating 
tax  and  spending  cuts. 

FORCED  TO  WORK.  Total  State  and  city  gov- 
ernment tax  revenues  ai'e  almost  as  large  as 
the  federal  government's  and  have  risen  at 
about  the  same  rate  since  the  1970s.  Howev- 
er, part  of  the  gi"o\\lh  in  state  spending  has 
been  mandated  by  federal  progi-ams  such  as 
Medicaid.  This  is  why  governors  fi'om  both 
political  parties  are  urging  Congi'ess  not  to 
impose  additional  mandates  on  them. 

Local  governments  are  not  limiting  their 
reforms  to  taxes.  Massachusetts,  Virginia, 
California,  Wisconsin,  New  Jersey,  and  other 
states  are  seeking  radical  alterations  in  the 
welfare  system.  The  \'irginia  legislature  re- 
cently passed  a  law  modeled  after  one  en- 
acted in  Massachusetts  that  forces  recipients 
to  work,  eliminates  benefits  to  parents  who 
have  been  on  the  welfare  rolls  for  two  yeai-s, 
and  denies  aid  to  children  bom  to  mothei-s  al- 
ready collecting  relief. 

Some  states  ai-e  also  ahead  of  Congress  in 
cutting  regulations  and  making  drastic  chang- 


es in  the  tort  system.  Governor  Wilson  wants 
to  cap  punitive  damages  in  tort  suits  at  three 
times  the  direct  losses  to  plaintiffs  and  en- 
courage htigants  to  use  private  arbitration 
instead  of  the  couits.  He  also  hopes  to  discou- 
rage frivolous  suits  against  defendants  who 
have  deep  pockets  and  who  might  settle  rath- 
er than  go  through  costly  htigation. 

CalifoiTiia  is  planning  to  reduce  its  onerous 
regulatoiy  burdens  intended  to  protect  the 
en\ironment.  It  wiU  propose  a  constitutional 
amendment  to  require  a  two-thirds  vote  by 
the  legislature  to  approve  all  laws  imposing 
new  compliance  costs.  The  state  also  vdll  re- 
quire an  economic  analysis  of  the  benefits 
and  costs  of  all  suggested  state  envii-onmental 
regulations. 

LIGHTING  A  FIRE.  The  Republican  mayor  of 
New  York,  Rudolph  W.  Giuliani,  facing  an 
enoiTnous  budget  gap,  is  slashing  city  spend- 
ing. Giuliani  wants  to  privatize  several  city- 
owned  hospitals  and  cut  Medicaid  spending 
and  other  social  senices. 

These  state  and  city  tax  and  spending 
cuts  are  partly  responses  to  the  same  voter 
discontent  with  pohticians  and  government 
that  is  hghting  a  fii-e  under  Congress.  But 
local  governments  are  also  motivated  by  a 
consideration  unique  to  them:  gi'owing  re- 
gional competition  to  attract  business  and 
skilled  workers.  Computer,  electronics,  bio- 
technologv',  insurance,  engineering,  scientific 
reseai-ch,  and  other  manufacturing  and  senice 
industries  are  footloose  and  don't  need  to  lo- 
cate near  raw  materials,  ports,  or  other  trans- 
portation facilities.  They  choose  where  to  lo- 
cate partly  on  the  basis  of  the  tax  and 
regulatoiy  climate. 

The  California  Task  Force's  proposals  for 
tax  reduction  were  paitly  motivated  by  com- 
petition fi-om  Utah,  Oregon,  and  other  West- 
ern states  with  better  business  climates.  Busi- 
ness migi'ation  to  these  states  is  expected  to 
accelerate  if  California  does  not  lower  its  tax- 
ation of  individuals  and  businesses  and  re- 
duce regulatory  burdens.  Other  states  are 
also  reexamining  how  theii*  taxes  and  regula- 
tions measure  up  relative  to  neighboiing  and 
more  distant  states  competing  for  the  same 
business. 

Competition  for  people  and  business  in 
the  decenti-ahzed  spending  of  a  federal  system 
of  government  helps  force  local  progi'ams  to 
be  more  responsive  than  national  programs  to 
the  wishes  and  needs  of  citizens. 
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Special  Advertising  Section 
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Stress  in  the  Nineties 

MANAGE  YOUR  HEALTH 
LIKE  YOU  MANAGE  YOUR  BUSINESS 

If  ever  there  was  a  condition  that  has  Hnked  human  beings  over 
the  millennia,  its  stress.  Stress  is  the  saber-toothed  tiger  at  your 
heels,  the  ainhtor  at  your  elbow.  Its  the  future  of  hundreds  of  em- 
ployees riding  on  the  decision  you  make  tonight.  Its  discovering 
after  an  all-night  flight  for  the  sales  call  of  your  life  that  you've 
packed  a  tuxedo  and  no  shirt. 

Stress  is  so  ubiquitous,  so  much  a  part  f)f  life  that  few  of  us  stop  to 
examine  its  causes  and  effects.  And  face  it:  Stress  is  also  fun.  More  than 
necessity,  stress  is  the  mother  of  invention,  the  catalyst  of  creativity,  the 

reason  many  of  us  leap  out  of  bed  in  the 
morning.  What  would  life  be  like  without 
deadlines?  How  many  creative,  progi'es- 
sive  ideas,  even  industries,  have  been 
conceived  in  crisis  and  bom  in  urgency? 
We  love  this  constant  reaching  beyond 
our  gias]).  and  many  of  us  thrive  on  it. 

But  stress  also  has  a  dark  side 
that  we're  too  often  familiar  with:  unre- 
lenting demands,  moving  targets,  hostile 
colleagues,  political  intrigue,  lack  of 
control  or  support, 
responsibility  beyond 
our  capabilities,  plain 
failure.  Too  much  of 
this  kind  ol  stress,  particuhirlv  in  the  absence  of  effec- 
tive c-oping  strategies,  and  there  goes  our  health. 

Sensitivity  to  stress  is  as  individual  as  we  are. 
The  lawyer  working  toward  her  day  in  court  may  feel 
more  excitement  than  stress  as  she  puts  in  night  after 
night  preparing  her  case.  But  the  department  manager, 
responsi!)le  for  a  project  he  doesn't  Ijelieve  in  under 
direction  he  doesn't  respect,  may  find  himself  sick  from 
the  stress  -  though  he  hasn't  logged  an  extra  minute. 

Psychological  stress  can  lead  lo  biodicmical  alterations  and  physio- 
logical responses  that  are  potential  calalysls  of  disease.  I^esponses  range 
from  tension  headaches  to  debilitating  migraines;  diseases  include  cardio- 
vascular disease,  suppressed  immunity,  gastnjintestinal  disorders,  aggra- 
vation of  asthma  -  even  thyroid  dysfunction.  Perhaps  as  a  comment  on  the 
limes,  a  field  of  research  is  emerging  called  psychoneuroimmunology:  the 
study  of  the  biology  of  stress  and  the  medical  conditions  linked  with  it. 


The  most 
effective 
and  dependable 
means  for 
coping  with 
stress  is  perhaps 
the  most  obvious: 
boosting 
health 


John  E.  Sutherland,  MD,  a  clinical  pro- 
fessor of  family  medicine  at  The  Universit) 
of  Iowa  in  Iowa  City,  compares  the  relationship 
between  stress  and  life  to  the  E  string  on  a 
violin.  If  the  string  is  too  loose,  the  tone  is 
Hat.  If  the  string  is  too  tight,  it  breaks.  The 
tone  is  perfect  when  the  string  is  balanced 
(It's  worth  noting  that  the  string  doesn't 
break  right  away,  and  may  not  even  break 
after  tightening  it  to  the  limit  several  times 
Like  people,  the  string  breaks  when  the  ten- 
sion is  unrelenting.)  The  quest  to  achieve 
balance  in  our  lives  is  its  own  growth  industry, 
responsible  for  a  plethora  of  night  classes, 
shelf  after  shelf  of  self-help  books,  tapes 
magazine  articles,  clinical  psy- 
chiatric specialization,  spas, 
health  clubs,  and  resorts.  If 
balance  were  easy,  the  market 
lor  much  (»t  this  would  crash 

But  the  most  effective 
and  dependable  means  for 
coping  with  stress  is  perhaps 
the  most  obvious:  boosting 
health  -  the  basic  components 
of  which  are  exercise  and  good 
nutrition.  Exercise  builds 
strength  and  stamina  at  the 
same  time  that  it  distracts  and  relaxes.  Ovei 
time  it  lowers  resting  heart  rates,  reduces 
body  fat,  and  improves  sleep.  Good  nutrition 
keeps  weight  down,  cells  in  good  repair,  and 
immunity  strong.  If  anything  so  potent  could 
be  bottled  and  sold,  the  market  for  this 
product  would  soar. 
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T   WHAT   POINT   DID   IT  BECOME 


MORE   THAN   A   GAME   FOR  YOU? 

Y  our  first  set  of  rluhs?  The  first  drive  that 
went  and  went  and  went  ri<;ht  where  you 
aimed?  The  first  lonji  iron  you  hit  sweet?  The 
turning  |»oint  was  different  for  eaeh  of  us.  But 
serious  g;olfers  share  a  common  experience. 
Some  of  us  also  share  PGA  TOUR  membership. 


AN    INVITATION    TO  .JOIN 
PGA    TOUR  PARTNERS 


What  is  PGA  TOUR  Partners?  We're  a 
group  created  by  the  PGA  TOUR  especially 
for  golfers  who  share  a  love  of  the  game. 

As  a  member  of  PGA  TOUR  Partners, 
you're  offered  a  nund)er  of  ways  to  get  closer 
to  your  favorite  sport.  For  examjjle,  you  are 
eligible  to  enter  in  Partners  Classics  tourna- 
ments on  courses  such  as  The  TPC  at  Sawgrass. 

Other  membership  benefits  include  a  com- 
plimentary PGA  TOUR  or  Senior  PGA  TOUR 
tournament  guest  pass,  10  issues  of  ON  TOUR 
magazin<'.  a  personalized  bag  tag  and  the 

o|)]>ortiinity  to  apply  (or  a  PGA 
TOUR  Partners  TOUR  CARD 
MasterCard  .  All  this  for  only  $2.5. 

\ou'll  also  have  the  chance  to  attend  clinics 
hosted  by  instructors  to  PGA  TOUR  players, 
get  access  to  famous  C(jurses,  and  ]»artici]>ate 
in  tournament  Pro-Ams. 

To  join  PGA  TOUR  Partners,  call 
1-800-PGA-TOUR 
(1-800-742-8687). 

Remember,  the  only  way  to 
work  at  your  game  is  to  play. 


1995  PGA  TOUR  Partners  PGA  TOUR  Partners  TOUR  CARD  MaslerCard  is  issued  by  SunTrusl  BankCard  N  A. 
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Special  Auvenising  Section 

Beware  The 
Early  Warning 


Belly 


stress  is  urecking  your  heart,  think 
uhat  it's  doing  to  the  rest  of  you.  When 
stress  keeps  you  from  exercising  and 
diverts  attention  from  your  diet,  just 
■hecking  the  shine  on  your  shoes  can 
resemble  a  stcan  dive  from  great  height.  Middle-aged  men  take  note: 
Mounting  evidence  suggests  that  you're  especially  susceptible  to  such 
midbody  obesity  and  the  diseases  increasingly  linked  with  it. 

C.  Wayne  Callauay.  MD.  describes  a  typical  man  uhose  health  is 
ticking  tou  ard  collapse:  He's  45  years  old.  5  feet  9  inches  tall,  n  eighs 
180  pounds  1 20  pounds  more  than  he  did  at  age  25).  and  doesn  't  exercise. 
He  doesn't  look  overweight  but  most  q/  his  weight  gain  is  at  his  waist.  In 
fact,  his  waist  measures  the  same  as  his  hips. 

The  T7ian  has  subtle  blood  lipid  abnormalities,  his  serum  triglycerides 
are  slightly  elevated,  and  his  high-density  lipoprotein  (HDL)  cholesterol 
levels  are  low.  These  factors  can  indicate  an  underlying  resistance  to 
insulin  that  predates  the  actual  development  oj  diabetes  by  a  decade  or 
more,  according  to  Callaway,  an  endocrinologist  and  medical  professor 
at  George  Washington  University  in  Washington.  DC. 

If  the  man  doesn't  increase  his  activity  and  reduce  his  abdominal  fat 
as  he  moves  into  his  50s  —  particiilarh  if  he  has  a  family  history  of 
diabetes  -  he  can  expect  the  triglyceride  levels  to  continue  up.  the  HDL 
levels  to  continue  down.  And  even  if  he  isn't  "obese."  he'll  be  a  top  can- 
didate for  developing  heart  disease. 

The  cluster  of  disorders  linked  to  ai)dominal  obesity  —  glucose  intol- 
erance, hypertriglyceridemia,  hypertension,  and  non-insulin-dependent 
diabetes  -  has  earned  the  forbidding  name  Syndrome  \.  Its  threat  is 
drawing  increasing  attention  among  researchers,  and  man)  i)h\sicians 
now  consider  rjieasuring  patients'  waist-to-hij)  ratios  as  essential  to  an 
office  visit  as  checking  their  u  eight. 

Try  it:  Divide  your  waist  measurement  by  your  hip  measurement. 
(Your  waist  is  the  smallest  measurement  between  hips  and  chest:  your 
hips  are  the  largest  measurement  between  waist  and  legs.  Difficulty  finding 
them  may  supply  the  answer  you  seek). 

The  Ameri((in  Heart  Association  recommends  that  your  ratio  not 
exceed  1.0  (for  meni  and  .8  for  women).  The  US  departments  of 
agriculture  and  health  and  human  services  are  more  restrictive  for  men: 
Their  Dietary  Guidelines  Advisory  Committee  recommends  that  a  man's 
waist-to-hip  ratio  not  exceed  .95.  If  your  ratio  j)uts  you  on  the  brink  of 
obesity,  you  have  one  more  reason  to  get  exercise  into  your  life. 
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STOP  STRESS! NG 
YO  U  R  H  EART 

You've  inn  vour  division  vour; 
way  for  years.  You're  good  at 
your  job.  challenged  bv  the 
work,  and  your  people  respec 
you.  \om  division  change 
hands  and  suddenly  you  find  yourself  sec 
ond-guessed.  ridiculed,  and  dismissed  by 
new  boss.  \ou"re  spending  more  and  more  o 
vour  time  justifying  what  vou  do  -  stavin 
late,  sleeping  poorly,  ^our  family's  forgotte 
what  vou  look  like  and  vour  division  is] 
sufiering.  \ou  wonder  each  day  whether  it'si 
your  last  on  the  job. 

This  is  stress,  and  your  brain  -  the  in- 
teipreter  of  the  stress  and  the  governor  of 
your  body  s  response  —  is  sending  Maydays 
through  your  adrenal  cortex  to  your  pituitani 
svstem  to  release  catecholamines  (adrena-: 
line)  and  Cortisol,  which  increase  your  heart; 
rate  and  blood  pressure.  If  a  bear  were  chas- 
ing you  this  would  be  great:  The  increase  in 
Cortisol  would  bring  protein  and  fats  into 
your  fuel  line,  and  the  catecholamines  wouL 
convert  glycogen  into  blood  glucose — the 
chief  source  of  energy  for  all  organisms 
W  ith  vour  heart  working  harder  these  nutri- 
ents would  speed  to  vour  working  muscles 
along  w  ith  extra  oxygen  -  and  there  you'd  go 
like  a  goat  up  a  mountain. 

If  you  went  ahead  and  ran  up  a  moun-  f 
tain  at  metaphoric  times  like  these  you"d 
probabh  be  fine:  It":>  what  vour  brain  is 
telling  vour  bodv  to  ilo.  And  for  the  most 
part,  assuming  you're  otherwise  healthy, 
short  periods  of  stress  on  your  own  parallel 

cDUtinued  on  next  page 
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T  S  72^  AND  SUNNY.  YOU  RE  ON  YOUR 
'AVQRITE  COURSE  WITH  YOUR  FAVORITE  FOURSOME 
COULD  IT  POSSIBLY  GET  ANY  BETTER  THAN  THIS? 


\^()  one  can  inij)r<)ve  those  days  on 
he  course  when  it  just  seems  that 
ou're  in  paradise. 

Yet  players  who  couhhi't  imagine 
etting  more  from  the  game  say  that 
hey  have  g(»tten  more.  A  h»t  more. 

.loin  us.  We^e  FGA  TOUR 
'artners,  a  group  created  hy  the  PGA 
OUR  especially  lor  golfers  who  share 
love  of  the  game. 
Memhershij)  hrings  you  a  com- 
limcntary  guest  pass  to  a  PGA  TOUR 
r  Senior  PGA  TOUR  tournament, 
0  issues  of  ON  TOUR,  a  personalized 
ag  tag  and  the  opportunity  to  apply 


;A  tour  Partners  TOUR  CARD  MasterCard  is  issued  by  SunTrust  BankCard  N  A 
1995  PGA  TOUR  Partners 


As  a  member  of 
PGA  TOUR  Partners, 
you'll  receive: 

,4  rompliinrntary  I'GA  TOUR 
or  Srnior  I'dA  TOUR 
lourimiuenl  pass 
■ 

Eligibility  to  ploy  in  Ptirtners 
Classics  toitriiaiiients 
m 

10  issues  of 
OI\  TOUR  magazine 
■ 

A  personalized  I'GA  TOUR 
Partners  hag  tag 
■ 

The  opportunity  to  a/iplv  for 

a  PGA  TOUR  Partners 
TOUR  CARlt  MasterCard' 


i 


for  a  TOUR  CARD.  And  the  chance 
to  ]dav  on  Icgcndarv  courses  under 
PGA  TOUR  tournaiiK  iil  conditions, 
in  Partners  Glassies  lournaments. 
All  starting  at  just  $23. 

You  II  also  have  the  opportunity  to 
attend  clinics  hosted  liv  inslrucloi  s  to 
PGA  TOUR  players  and  participate  in 
tournament  Pro-Ams. 

Whv  not  join  us  this  year? 
We'll  support  you,  enrich  you,  and 
delight  you. 

To  hecome  a  memher. 


call  immediately: 

1  800  PGA  TOUR 

1     800  742-8687 


won't  do  much  harm  -  particularly  if  you  use 
effective  co[)ing  strategies  like  exercise  and 
relaxation. 

But  without  releasing  some  of  this 
available  en  Tgy  -  or  balancing  it  -  the  neu- 
rohormones charging  around  your  body  will 
do  a  lot  of  damage  over  time.  For  example: 

♦  Increased  Cortisol  suppresses  the  inmiune 
system  and  healing  processes. 

♦  Extra  fats  in  the  liloorl  increase  the  total 
I'holesterol  level  and  decrease  the  proportion 
of  high-density  Hpoprotein  (HDL)  cholesterol 
(the  good  stuff).  They  also  promote  weight 
gain. 

♦  Increased  angiotensin  raises  blood  j)res- 
sure  ami  stimulates  release  of  another 
liormone.  aldosterone,  which  in  turn  affects 
potassium  .secretion  and  renders  the  heart 
more  vulnerable  to  rhythm  disturbances.  Al- 
dosterone promotes  salt  retention,  which 
contributes  to  hypertension  as  well. 

♦  Increased  platelet  count  increases  the 
chance  of  clotting,  which  raises  the  risk  of 
heart  attack  and  stroke. 

♦  (ilironic  stress  lowers  the  stimulation 
tlircsliold  ill  the  brain,  so  it  takes  less  excite- 
ment to  kick  your  stress  response  into  gear 

As  coronaiT  obstruction  develops,  you 
res|)ond  to  mental  stress  that  occurs  20.  30. 
or  40  times  a  (kiv  with  a  rise  in  resistance  to 
blood  flow  and  a  fall  in  cardiac  out|)ut  —  a 
prescription  lor  heart  attack.  \ou  now  react 
to  mental  stress  just  exactly  as  if  a  bear  were 
cliasiiig  voii  -  eveiT  day  of  vour  life.  \X  Inch 
goes  a  long  way  toward  . 
ex]jlaining  why  exer-  |  'jSr^ 
cise  is  the  most  ^ 
effective  means  for  * 
coping  with  slre>s  —  for  t-^  , 
vour  heart   and   sour  '  -  > . 


Do  It  Now 


YOUR 
TARGET 
HEART 
RATE 

BEATS  PER  MINUTE  AT 


ny  exercise  you  do  that  increases 
your  heart  rate,  from  chasing  down 
a  cab  to  taking  the  steps  by  twos, 
will  have  fitness  benefits  -  includ- 
.ing  mitigating  the  effects  of  .stress. 
But  the  keys  to  real,  measurable  results  are  fre- 
f|uency,  intensity,  and  duration. 

Researchers  have  found  that  aerobic  exer- 
cise that  works  your  heart  to  within  a  target  range 
of  70  percent  to  90  percent  of  its  maximum  abilit\. 
for  at  least  20  minutes  three  or  more  times  a  week. 

will  give  you  the  most  significant  fitnes 
gains.  Seventy  percent  of  your  maxi 
mum  may  seem  discouragingly  hare 
but  at  that  level  you'll  still  be  able  t 
cany  on  a  conversation,  strategize  for 
sales  meeting,  compare  notes  on 
pending  acquisition,  even  hamioniz 
with  yoiw  headphones.  And  it's  consid 
erably  less  work  than  hauling  vou 
bags  from  an  airline  ticket  counter  t 
the  departme  gate  at  an  aiiport. 

Aerobic  exercise,  such  as  dis 
tance  lunning,  depends  on  a  stead 
supply  of  oxygen  from  the  aerobi 
system.  The  anaerobic  system,  at  wor 
during  intense  activity  such  as  weigh 
lifting,  supplies  limited  amounts  c 
energ)  for  the  short  term. 

During  the  first  few  minutes  c 
exercise,  both  systems  are  at  work 
Beyond  ten  minutes,  as  long  as  you  keep  your  effort  within  your  targe 
heart  rate  range,  your  aentbic  system  takes  over  and  uses  your  fat  stores  t 
fuel  your  exercise.  Besides  increasing  your  risk  of  injuiy.  more  inten.se  ex 
ercise  will  actixate  \our  anaerobic  svstem.  which  uses  u|)  muscle  tissue  fo 
protein  aiul  glycogen.  This  is  win  moderate  intensity  exercise  of  longer  du 
ration  does  the  most  for  your  cardio\ascular  system  and  weight  control  - 
and  thus,  stress.  If  you  stay  in  the  target  heart  rate  or  aerobic  range,  you'l 
continue  to  strengthen  voin^  aerobic  system. 

To  detennine  vour  target  heart  rate,  first  estimate  youi'  maximur 
heart  rate  by  subtracting  your  age  from  220.  If  you're  40.  your  maximur 
heart  rate  estimate  is  180  beats  per  minute  (bpm).  Your  target  heart  rate  i 
126  bpm  if  you're  shooting  for  70  percent  of  your  heart's  maximum;  16' 
bpm  if  you're  going  for  90  percent.  220  -  40  x  70  percent  =  126  bpm.  22( 
-  40  X  90  percent  =  162  bpm.  126  -  162  bpm  is  your  target  heart  rate  range 

i  nnlinued  on  ne.xl  page 
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70%  OF 

9000  OF 

MAX. 

MAX. 

AGE 

HEARTRATE 

HEARTRATE 

25 

137  bpm 

176  bpm 

30 

133  bpm 

171  bpm 

35 

130  bpm 

167  bpm 

40 

126  bpm 

162  bpm 

45 

123  bpm 

158  bpm 

50 

119  bpm 

153  bpm 

55 

116  bpm 

149  bpm 

60 

112  bpm 

144  bpm 

65 

109  bpm 

140  bpm 

70 

105  bpm 

135  bpm 

If  You  Don*t  Know  Your  Cholesterol 
Number,  What  Are  You  Waiting  For? 


Time  is  not  on  your  side.  If  your  cholesterol  number  is 
high,  it  could  have  serious  consequences.  And  doing 
something  about  it  now  could  have  major  benefits. 
Just  a  10%  cholesterol  reduction  before  age  40  can  cut 
your  risk  for  heart  disease  by  50%*.  So  the  sooner  you 


know  your  number,  the  better. The  ADVANCED 
(^ARE™  Cholesterol  Test  gives  you  your  number  at 
home  in  about  15  minutes  with  results  as  accurate 
as  tests  used  by  doctors.  The  time  to  test  is  now. 
Don't  wait  until  it's  too  late. 


^,  NOlVTestyow 
Oioleslera/^IHome 


ADVANCED  CARE 


■  ACCURATl  *Sf£51USCP'I»Oi»« 

•  EASTfTO  USE 

■  MO-NUMBEF  yfraif  r«>JvS 


Single-Use  TEST 


The  home  cholesterol 
test  as  accurate  as 
those  used  by  doctors. 


Single  use  test.  Double  kit  also  available. 


©OPC  1995.'Data  on  file.  Use  only  as  directed 


Once  you  know  your  range,  you  can  fig- 
ure out  Iiovv  lianl  you  re  working  during 
exercise,  heel  lor  your  ])ukse,  stop  exercise, 
anil  start  counting  immediately  because  your 
heart  rate  will  dntp  ([uickly.  Make  sure  your 
toiicli  IS  light  -  too  much  pressure  will  skew 
the  results.  Fifteen  seconds  is  enough. 
!VIulti|)lv  the  numher  of  heart  heats  by  four 
and  you've  got  your  heals  [>ei  minute. 

II  you  re  exercising  above  your  target 
heart  rate  range,  ease  up  and  after  awhile 
lake  your  pulse  again.  With  practice  you'll 
be  able  to  associate  how  hard  your  heart's 
working  with  how  you  feel.  But  when  vou 
first  start  exeri  ising  you  may  be  surjjrised  at 
liow  easy  it  is  to  get  vour  heart  rate  up  into 
the  target  zone. 

Higher  heart  rates  result  in  greater 
Illness  gains.  At  veiy  high  target  heart  rates 
you  can  achieve  fitness  gains  even  if  you 
exercise  for  only  10  minutes,  but  the  risks  in- 
crease at  such  levels  of  intensity.  Play  it  safe: 
Precede  any  new  exercise  undertaking  with  a 
visit  to  vour  doctor. 

Make  It  Fun! 

Rirhdid  fl.  Slratts.s.  MI),  edi- 
tor-ui-cluej  of  The  l*h]:sui(in 
(ind  Sportsiiiedicinc  diul  a 
spoils  medicine  doetor  (it  The 
Ohio  Slate  Unirersity  in 
Coliindiiis,  offers  an  exeelleiil  imxh'l  for  a 
siiecessfiil  (ipjinxhl)  to  exercise.  "Basicdlly 
l  in  l(iz\  and  liii  hiis\  -  put  those  together 
and  I  icon'l  (hi  (invlhing  iinh'ss  it's  fiiii.'\s(iys 
Strauss,  nho  at  age  ,•>(>  hasn't  gained  more 
tlian  .)  pounds  since  high  school  and  has  a 
resting  heart  rate  of  (>3  heats  per  minute  — 
pretty  good  for  a  gron  n-iip. 

When  he  ha.'i  time.  Strait.ss  swims  or  cvch's  at 
a  nearby  gym.  and  when  he  travels  he  lakes 
along  his  in-line  skates.  But  since  his  .schedule 
can  implode  under  patient  pressure,  he  relies  on 
a  step  stool  —  bo'h  at  work  and  at  home. 

""'When  Vm  doing  jxiperwork.  I  don't  have 
to  be  sitting  at  my  desk,  "  he  .says,  adding  that 
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MUSCLE  CONTRACTION  OR 

"TENSION  HEADACHES" 
USUALLY  ARISE  DURING  A 
STRESSFUL  OR 
EMOTIONALLY  CHARGED 
EVENT,  WHILE  VASCULAR 
HEADACHES  OR 
"MIGRAINES" 
OCCUR  AFTERWARDS. 


Special  Advertisnig  Section 

he  keeps  the  stools  handy 
low-tech  stairclimbing. 

gets  m  y  blood  going, 
keeps  me  awake  -  other- 
wise Fd  fall  uncon- 
scious over  the  papers 
Tm  reading.  And  I  don 't 
do  it  till  Tsweat.  I  hate  to 
sweat.  Only  time  I  like  to 
be  wet  is  when  Tm  in  the  water. " 

What  Strauss  has  done  for  himself  is  to  expand  the  definition  ofexercisi 
Though  vigorous  aerobic  workouts  are  best  for  gaining  top  fitness,  they're  m 
the  only  form  oj  exercise.  Strauss  has  found  he  can  improve  his  health  con 

siderably  by  simply  being  active 
and  .so  can  you. 

Walking  to  work  or  parkin 
Jarther  from  the  door,  gardening, 
or  carrying  ycnir  clubs  around  th 
golf  course  still  pay  big  healt. 
dividends  ewer  time.  They're  als 
comfortable,   convenient  —  an> 
Jun.  And  because  you're  likely  to  stick  with  them  longer,  they'll  help  yo, 
control  your  weight:  A  calorie  burned  is  still  a  calorie  burned  —  whethe 
you're  hoeing  or  rowing. 

With  this  different  view  oj  exercise,  a  ivhole  smorgasbord  of  possibilitie 
opens  up.  Try  this: 

*  Ijst  the  physical  activities  you  enjoy,  ranging  from  ivalking  in  th 
park  to  dancing.  Exclude  nothing. 

*  Commit  to  participating  daily  in  the  activities  you  listed,  and  shoo 
for  a  niiniinuni  of  ■'111  minutes  a  day 

*  Sijiieeze  some  physical  activity  into  the  day,  no  matter  how  busy  yoi 
are.  Exercise  performed  in  bits  and  pieces  is  fine:  Ten  .'i-minute  .session 
count  as  much  in  terms  of  overall  health  (though  not  aerobic  fitness 
as  one  .'iO-minute  session.  Take  the  stairs  at  every  chance.  Carry  onl 
one  bag  of  gri^ceries  per  trip  jrom  your  car  to  the  house. 

*  Include  chores,  such  as  mowing  the  lawn  or  washing  windows.  Althougl 

chores  may  not  be  fun 
they  are  exercise 
*  Recognize  that  a  I 
physical  activity  count, 
and  is  good  Jor  you.  I 
doesn't  matter  how  yoi 
burn  calories,  just  tha 
you  do. 


WOULD  I  EVER 
STOP  USING  TYLENOL*? 


NO.  NOT  FOR  ACHES.  FEVERS,  STUFF  LIKE  THAT. 


BUT  FOR  HEADACHES,  I  stopped  taking  it,  yeah. 


NOW  I  TAKE   EXCEDRIN.  WHYEXCEDRl 


N? 


BECAUSE  I  studied  ALL  THE   MEDICAL  RESEARCH?  NO. 


Pi 


I  TRIED  EXCEDRIN 
IT  RELIEVED  MY  HEADACHES  BETTER. 


WHY  ELSE  WOULD  ANYBODY  TAKE  IT? 


ID 

a. 


EXCEDRIN".  THE  HEADACHE  MEDICINE 


People  and  nature  can  live  in  harmony,  according  to  John  Sawhill,  President  of  The 
Nature  Conservancy.  For  instance,  bison  at  the  Conservancy's  Tallgrass  Prairie  Preserve 
in  Oklahoma  share  miles  of  pristine  grassland  with  tourists  and  scientists.  To  protect  and 
preserve  the  land.  The  Nature  Conservancy  gets  corporations,  landowners  and  private 


citizens  to  work  together  to  help.  The  goal:  safeguarding  the  environment  without  de- 
stroying  jobs  or  businesses.  That's  a  goal  General  Motors  shares.  So  we're  supplying 
Funds,  talent  and  even  the  GMC  Trucks  used  to  maintain  Tallgrass.  John  says,  "The 
Conservancy  gets  results  you  can  walk  around  on."  And  the  results  are  truly  spectacular. 


SEPARATE  FAT  FROM  FICTION 

Oiue  you've  adopted  an  increasinglv  active 
lifestyle,  how  do  you  eat  to  suppoil  it  —  sat- 
i>{ving  \our  appetite  and  slowlv  h)sing 
weighty  Exercise  won't  eliminate  the  need  to 
[)av  attention  to  vour  diet:  it  siniplv  gives 
you  more  maneuvering  room. 

One  (hetan  ingi^edieiit  that  gets  a  lot  of  had  press  is 

fat.  Despite  its  satanii- 

Most  Americans      ''"^g^-         an  essential 
7      .  7  nutrient.    It  insulate> 

derive  about  ^^i^^ 

37  percent         keep  warm,  helps  you 
of  their  daily  . 

,      .  "S,  essential  \  itamins  A.  D. 

calories  Jrorn  fat.    e.     k.  and  provides  a 

concentratetl  source  of 
energy  for  long  haids  without  food.  A  lean  athlete,  for  ex- 
ample, tyjiically  carries  more  than  60.000  calories  of 
stored  lat. 

But  not  only  that,  fats  taste  good,  smell  good,  and 
have  an  appealing  texture.  Fats  are  satisfving.  take  longer 
to  digest  than  carbohydrates  or  jirotein.  and  provide  a 
comfortable  sense  of  fullness  after  eating.  Trouble  is.  too 
much  of  our  diet  is  lat. 

Mo>t  Americans  derive  about  37  percent  of  their 
daily  calories  from  fat.  Healthy  adults  should  drop  that 
le\el  to  about  30  percent,  according  to  nutrition  and 
heart  experts.  Some  athletes  restrict  their  fat  intake 
further  to  2.5  percent  to  leave  room  for  carbohvdrate-rich. 
mu>cle-lueling  fo()d>. 

For  most  ac- 
li\  e  men.  a  low -fat 
ihet  would  include 
.50  to  60  grams  of 
lat  per  day:  for 
women.  45  to  55 
grams.  But  not  all 
lats  are  equal. 

Saturated  fats 
are  a  |)roblem. 
Thev  include  lard, 
butter,  cheese,  and 
other  fats  that  are 
hard  at  room  tem- 
perature. Mo>t  sat- 
urated iat>  are 
animal  products, 
but  the  oils  from 


tropical  climates, 
such  as  coconut 
and  palm,  are  also 
highlv  saturated. 
Saturated  fats  can 
increase  both  total 
cholesterol  and 
low -density  lipo- 
protein I  LDLl  cho- 
loterol  (the  bad 
stulf). 

Keep  your 
saturated  fat  intake 
to  less  than  10  per- 
cent ol  vow  total 
daily  calories.  A 
simple  wav  to  dc 
this  is  to  limit  satu- 
rated fats  to  no 
more  than  20  grams  a  da\.  Cutting  the  high-fat  cheeses 
and  meats  in  favor  of  low-fat  dain"  foods  and  lean  meat 
goes  a  long  way  to  meeting  this  goal.  And  pav  attention  to 

jiackagetl  food  ingi^edients 
to  uncover  added  fats. 

Polyunsaturated  fats 
are  found  in  \  egetable  oils 
such  as  corn,  soybean, 
safflower.  and  sunflower 
oils,  as  well  as  in  fish. 
These  fats  are  relati\ely 
soft  at  room  temperature. 
They're  healthier  than  sat- 
urated fat>.  i)ut  thev  are 
calorie-rich  and  should  be 
eaten  in  moderation.  Limit 
polyunsaturated  fats  as 
well  to  no  more  than  10 
]  )en:-ent  of  total  daily  calories. 
Monounsaturated  fats 
tend  to  be  liquid  oils  at  room  temperature.  Their  use  may 
even  have  a  positive  effect  on  vour  cholesterol  levels. 
Though  found  in  animal  sources  as  well,  prefen'ed 
sources  of  monounsaturated  fats  include  olive  oil.  canola 
oil.  and  peanut  oil.  And  although  monounsaturated  fats 
can  comprise  up  to  15  percent  of  total  daily  calories, 
make  sure  vour  total  calorie  intake  from  fat  doesn't  ex- 
ceed 30  percent  -  le^t  vour  attention  to  "good  fat"  turn 
into  bodv  fat. 

continued  on  next  page 


KNOW  YOUR 

OILS 


SATLR,\TED 
Coconut  &  palm 

m 

POL\XNSATLR.\TED 
Com.  soybean,  safflower 
and  sunflower 

m 

MOXOLNSATlR.\TED 
Olive  &  peanut 


MAKING 
BUSINESS  A 
PLEASURE 

90  yeais  of  experience  has  taught  us  to  meet  all  your 
convention  expedafions...  and  fiien  to  exceed  tlieni. 
Our  mayiiiliceirt  Laurentian  selling 
includes  sunounding  lakes,  mountains 
and  foliage  providing  an  ideal  escape 
from  the  office  confines. 
And  at  Grey  Roi^,  you  can  be  sure 


ii.iirjiigjlill*-jjjliaj  iJi-i;Ji*i)jV/j>: 


plenty  of  pleasure. 
CRAY  ROCKS 


If  your  doctor  says  you've  got  symptomatic  benign  prostate 
enlargement,  help  can  be  in  the  palm  of  your  hand. 

Many  men  mistakenly  believe  that  an  enlarged  prostate  is  treated  the  same  way  for 
all  men.  But  today  there  are  more  options  than  ever.  By  speaking  frankly  about  your 
symptoms,  you  and  your  doctor  can  decide  what  is  appropriate  for  you. 


Is  this  you? 

Do  you  get  up  more  than  once  or  twice  a  night  to  urinate? 
Do  you  often  have  sudden,  uncontrollable  urges  to  urinate? 
Do  you  have  a  hesitant  or  slow  urine  stream? 
Do  you  have  a  frequent  need  to  urinate? 

If  you  answered  yes  to  even  one  question,  tell  your  doctor.  Your  symp- 
toms may  be  caused  by  a  condition  called  benign  prostate  enlargement 
(BPH).  But  remember,  only  a  doctor  can  evaluate  your  symptoms  and 
their  possible  causes.  While  BPH  is  not  cancer  and  does  not  lead  to 
cancer,  the  two  conditions  can  exist  at  the  same  time. 


Yes 

□ 
□ 
□ 

□ 


No 

□ 
□ 
□ 

□ 


Symptomatic  BPH  can  be  treated 
in  several  ways.  In  addition  to  surgery 
and  monitoring  the  condition  with 
regular  checkups,  now  your  doctor  has 
oral  prescription  medicines.  One  oral 
medicine  is  PROSCAR,  the  only 
medicine  for  the  treatment  of 
symptomatic  BPH  that  can  shrink 
the  prostate. 

PROSCAR  works  by  blocking  a  hormone 
that  can  cause  the  prostate  to  enlarge.  But  it  is  important  to  know:  PROSCAR  doesn 't 
work  for  everyone.  Although  the  prostate  may  shrink,  there  may  riot  be  an 
improvement  in  urinary  symptoms.  However,  in  clinical 
studies  with  PROSCAR,  some  men  have  seen  an  improvemerit 
in  their  urinary  symptoms  after  2  weeks.  Others  have  found 
that  PROSCAR  took  up  to  several  months  to  help  them. 
Because  all  men  are  different,  you  and  your  doctor  will  need 
to  determine  how  PROSCAR  is  working  for  you. 

Today  you  don't  have  to  live  with  the  discomfort  of 
symptomatic  BPH.  Ask  your  family  doctor  or  a  urologist  if 
PROSCAR  is  right  for  you.  For  free  information  that  will 
help  you  discuss  your  symptoms  with  your  doctor,  call  1-800-261-8186 


The  prostate 

surrounds  part 

of  the  urethra. 

/!  \     BLADDER  / 

the  tube  that 

carries  urine  from 

prostate\ 

the  bladder.  M  the 

URETHRArA  \ 

prostate  enlarges. 

— 

it  can  squeeze  the 

RECTUM 

urethra  and  cause 

urinary  problems. 

Jmg 


For  the  treatment  of  symptomatic  BPH 

[FINASTERIDE] 

The  only  medicine  that  can  shrink  the  prostate. 

E>  MERCK  Please  see  the  patient  information  on  the  next  page. 


©1994,  Merck  &  Co.,  Inc. 
Ail  rights  reserved. 
J4PO47R(302)-MKP4085-8186 


PATIENT  INFORMATION  ABOUT 

PROSCAR^  iPrahs-cari 

Cieneric  name:  finasteride  '  fin-AS-tur-eyed  I 

PROSCAR  is  for  the  treatment  of 
symptomatic  benign  prostatic  hyperplasia 
and  for  use  by  men  only. 

Your  doctor  may  prescribe  PROSCAR  if  you 
have  a  medical  condition  called  benign  prostatic 
hN-perplasia  or  BPH.  This  occurs  only  in  men. 

Please  read  this  information,  as  well  as  the 
leaflet  which  accompanies  your  medication, 
before  you  start  taking  PROSCAR,  Also,  read 
the  leaflet  each  time  you  renew  your  prescrip- 
tion, just  in  case  anything  has  changed. 
Remember,  this  leaflet  does  not  take  the  place 
of  careful  discussions  with  your  doctor.  You 
and  your  doctor  should  discuss  PROSCAR 
when  you  start  taking  your  medication  and  at 
regular  checkups. 

WTiat  is  BPH? 

BPH  is  an  enlargement  of  the  prostate  gland. 
Afler  age  .50.  most  men  develop  enlarged 
prostates.  The  prostate  is  located  below  the 
bladder.  As  the  prostate  enlarges,  it  may  slow- 
ly restrict  the  flow  of  urine.  This  can  lead  to 
s\"mptoms  such  as: 

•  a  weak  or  interrupted  urinar>'  stream 

•  a  feeling  that  you  cannot  empty  your  bladder 
completely 

•  a  feeling  of  delay  or  hesitation  when  you  start 
to  urinate 

•  a  need  to  urinate  often,  especially  at  night 

•  a  feeling  that  you  must  urinate  right  away. 

Treatment  options  for  BPH 

There  are  three  main  treatment  options  for 
BPH: 

•  Program  of  monitoring  or  "Watchful 
Waiting".  If  a  man  has  an  enlarged  prostate 
gland  and  no  ssTnptoms  or  if  his  s\"mptoms  do 
not  bother  him,  he  and  his  doctor  may  decide 
on  a  program  of  monitoring  which  would 
include  regular  checkups,  instead  of  medica- 
tion or  surger>-. 

•  Medication.  Your  doctor  mav  prescribe 
PROSCAR  for  BPH.  See  "WTiat  PROSCAR 
does"  below. 

•  Surgery.  Some  patients  may  need  surger.'. 
Your  doctor  can  describe  several  different  sur- 
gical procedures  for  BPH.  Which  procedure  is 
best  depends  on  your  symptoms  and  medical 

condition. 

WTiat  PROSCAR  does 

PROSC.\R  lowers  lev  els  of  a  key  hormone 
called  DHT  'dihydrotestosteronei.  which  is  a 
major  cause  of  prostate  grosMh.  Lowering  DHT 
leads  to  shrinkage  of  the  enlarged  prostate 
gland  in  most  men.  This  can  lead  to  gradual 
improvement  in  urine  flow  and  s>Tnptoms  over 
the  next  several  months.  However,  since  each 
case  of  BPH  is  different,  you  should  know  that: 

•  Even  though  the  prostate  shrinks,  you  may 
NOT  see  an  improvement  in  urine  flow  or 
s.\Tnptoms. 

•  You  may  need  to  take  PROSCAR  for  si.x  1 6 1 
months  or  more  to  see  whether  it  helps  you. 

•  Even  though  you  take  PROSCAR  and  it  may 
help  you,  it  is  not  known  whether  PROSCAR 
reduces  the  need  for  surgerv' 

What  you  need  to  know  while  taking 
PROSCAR 

•  You  must  see  your  doctor  regularly. 

While  taking  PROSCAR,  you  must  have  regu- 
lar checkups.  Follow  your  doctor's  advice 
about  when  to  have  these  checkups. 

•About  side  effects.  Like  all  prescription 
drugs,  PROSCAR  ma\-  cause  side  effects. 
Side  effects  due  to  PRO.SC.AR  may  include 
impotence  i  or  inability  to  have  an  erection ) 
and  less  desire  for  sex.  Each  of  these  side 
effects  occurred  in  less  than  4'i  of  patients  in 
clinical  studies.  In  some  cases  side  effects 
went  awav  while  the  patient  continued  to 
take  PROSCAR. 


Some  men  taking  PROSCAR'  i  Finasteride  1 
may  have  a  decrease  in  the  amount  of  semen 
released  during  sex.  This  decrease  does  not 
appear  to  interfere  with  normal  se.xual  func- 
tion. Rarely,  some  men  have  reported  breast 
swelling  and/or  tenderness  or  allergic  reac- 
tions such  as  lip  swelling  and  rash. 

You  should  discuss  side  effects  with  your  doctor 
before  taking  PROSCAR  and  an\time  you 
think  you  are  having  a  side  effect. 

•  Checking  for  prostate  cancer.  Your  doctor 
has  prescribed  PROSCAR  for  svTiiptomatic 
BPH  and  not  for  cancer — but  a  man  can  have 
BPH  and  prostate  cancer  at  the  same  time. 
Doctors  usually  recommend  that  men  be 
checked  for  prostate  cancer  once  a  year  when 
they  turn  50  i  or  40  if  a  family  member  has 
had  prostate  cancer  i.  These  checks  should 
continue  while  you  take  PRO.SCAR. 
PROSCAR  is  not  a  treatment  for  prostate 
cancer. 

•  About  prostate  specific  antigen  (PSA). 

Your  doctor  mav  have  done  a  blood  test  called 
PSA.  PROSCAR  can  alter  PS.A  values.  For 
more  infomiation.  talk  to  your  doctor. 

•  A  warning  about  PROSCAR  and 
pregnancy. 

PROSCAR  is  for  use  by  .MEX  only. 

PROSCAR  is  generally  well  tolerated  in  men. 
However,  women  who  are  pregnant,  or 
women  who  could  become  pregnant,  should 
avoid  the  active  ingredient  in  PROSCAR. 

If  the  active  ingredient  is  absorbed  by  a 
woman  who  is  pregnant  with  a  male  baby,  it 
may  cause  the  male  baby  to  be  bom  with 
abnormalities  of  the  sex  organs.  Therefore, 
any  woman  who  is  pregnant  or  who  could 
become  pregnant  must  not  come  into  direct 
contact  with  the  active  ingredient  in 
PROSCAR. 

Two  of  the  ways  in  which  a  woman  might 
absorb  the  active  ingredient  in  PROSCAR  are: 

Sexual  contact.  Your  semen  may  contain 
a  small  amount  of  the  active  ingredient 
of  the  drug.  If  your  partner  is  pregnant,  or 
if  you  and  your  partner  decide  to  have 
a  baby,  you  must  stop  taking  PROSCAR  and 
talk  to  your  doctor.  If  your  partner  could 
become  pregnant,  proper  use  of  a  condom  can 
reduce  the  risk  of  exposing  her  to  your  semen 
(discuss  this  further  with  your  doctori. 

Handling  broken  tablets.  Women  who 
are  pregnant  or  who  could  become  pregnant 
must  not  handle  broken  tablets  of  PROSCAR. 
PROSCAR  tablets  are  coated  to  prevent  con- 
tact with  the  active  ingredient  during  normal 
handling.  If  this  coating  is  broken,  the  tablets 
should  not  be  handled  by  women  who  are 
pregnant  or  who  could  become  pregnant. 

If  a  woman  who  is  pregnant  comes  into  contact 
with  the  active  ingredient  in  PROSCAR,  a  doc- 
tor should  be  consulted. 

Remember,  these  warnings  apply  only  if  the 
woman  exposed  to  PROSCAR  is  pregnant  or 
could  become  pregnant. 

How  to  take  PROSCAR 

Follow  your  doctor's  advice  about  how  to  take 
PROSCAR.  You  must  take  it  everv'  day.  You 
may  take  it  with  or  between  meals.  To  avoid 
forgetting  to  take  PROSC^,  it  may  be  helpful 
to  take  it  the  same  time  everv'  day. 

Do  not  share  PROSCAR  with  anyone  else;  it 
was  prescribed  only  for  you. 

Keep  PROSCAR  and  all  medicines  out  of  the 
reach  of  children. 

FOR  MORE  I^■FOR^LATIO.\  ABOLT 
■PROSCAR'  .A\D  BPH,  T.ALK  WITH  YOUR 
DOCTOR   L\  ADDITION.  TALK  TO  YOUR 
PR.AR.\LACIST  OR  OTHER  HEALTH  CARE 
PROVIDER 
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special  Ativertising  bection 

Hydrogenated  fats  are  unsatu- 
rated fats  that  have  been  hardenec 
with  hych'ngen  molecules.  Hydro- 
ge^iidtiiin  turn-  rorn  oil.  for  example 
into  tLili  or  stick  margarine  that  i; 
suitai)le  for  cooking.  L  iifortunately 
it  also  tunis  the  unsaturated  fat< 
into  saturated  fats  and  creates  trans 
iatty  acid>  that  act  Hke  saturatec 
iats  -  and  may  raise  cholestero 
levels. 

So  which  i>  1  letter:  liutter.  wit! 
it-  high  -atiirateil  fat  content,  oil 
margarine,  w  ith  it.-  trans  fattv  acidsV 
Butter  contains  7  grams  of  saturatec 
fat  per  tablespoon  compared  wit! 

Keep  your 
saturated  fat 
intake  to  less  than 
10  percent  of  your 
total  daily 
calories. 
A  simple  way 
to  do  this  is  to  limit 
saturated  fats 
to  no  more  than 
20  grams  a  day. 

the  1  or  2  grams  in  most  margarines 
However,  the  trans  fattv  acids  ir 
margarines  aren't  yet  reflected  or 
food  labels  and  their  effect  remains 
difficult  to  measure. 

So  hmit  voiu'  intake  of  both 
Instead  ot  the  more  hydrogenatec 
stick  margarine>.  use  the  soft  tul 
margarines  with  "iiquid"  and  "par- 
tialK  h\  (hogenated"  com  or  safflowei 
oils  hsted  in  the  first  two  ingrethents 
Then  use  more  olive  oil  or  canola  oi 
lor  >auteing.  and  experiment  witf 
some  of  the  new  no-fat  product? 
as  well. 
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10  TIPS 

FOR  STAYING  ON  TRACK 

Exercise  first  thing  in  the  moniing.  This  prevents  a 
crowded  calendar  from  interfering  vvitli  your  workout, 
and  you  only  have  to  shower  and  get  rccidy  for  the  day 
once.  But  not  eveiyone  is  suited  lor  this.  (II  you  have 
a  heart  problem  or  are  at  risk  lor  one.  clieck  w  itii  your 
tloctor  first.) 

Buddy  up.  You  can  have  more  luii.  and  maybe  even 
m4  squeeze  in  an  important  conversation  you  couldirt 
othemise  manage. 

3 Bait  'n'  switch.  Do  only  a  little  exercise  as  an  incentive 
to  get  moving.  Then,  once  you  are  up  and  out,  you  may 
decide  to  go  ahead  with  a  regidar  woikout. 
4  Quick  change.  To  make  it  easier  to  convince  yoursell 
T  to  exercise,  change  into  your  workout  clothes  as  soon 
as  you  get  home  from  work. 

Compete  with  yourself.  Tiy  to  mn  farther  today  than 
)  yesterday,  for  example,  or  in  less  time. 

Log  in.  Keep  a  diaiy  of  daily  exercise  to  track  your 
3  progress  and  to  reinforce  your  efforts. 

Distract  yourself.  If  you're  on  an  exercise  machine. 
I  watch  television.  If  you're  running,  listen  to  the  radio. 

BKeep  it  interesting.  You  may,  for  instance,  walk  on 
Monday,  swim  laps  on  Wednesday,  lift  weights  on 
Tuesday  and  Saturtlay.  Also,  vary  your  workouts  by 
changing  the  duration  or  intensity. 
"V  Celebrate.  Reward  yourself  for  sustaining  your  exer- 
y  cise  program.  If  you  exercise,  you  earn  permission 
for  a  treat. 

|/^Be  realistic.  Don't  expect  to  be  ready  for  a 
WJ  marathon  after  two  days  of  walking. 


INVEST 
IN  YOUR 
H  EALTH 


xercise 


and  good  nutrition 
-  the  fundamentdls 
of  health  -  moke 
you  physicdlh  ond 
nientdlly  more  cdjutlde  oj  nuinog- 
ing  the  not  inconsiderohle  stress  in 
your  life.  Think  (il)oiit  it:  If  ]()ur 
liody  were  <i  company  under  your 
direction,  and  like  your  body  yon 
hoped  to  see  it  mature,  u  onld  you 
put  it  last  on  your  priorities  list?" 
Or  iroiild  you  invest  in  it.  nurture 
it.  take  its  pulse  and  track  it  ivell  -  knoiving  that  the  return 
on  your  inrestment  will  compouml  itself  over  time? 

Unless  you're  icilliiig  to  bury  your  most  important  asset, 
manage  your  health  like  you  manage  your  work:  Put  exercise 
and  good  nutrition  at  the  top  of  your  daily  to-do  list. 


WEIGHT  CONTROL 

-  the  intelligent  way 

Do  you  know  the  reasons  tor  your  weight  problem? 
The  reasims  unique  to  you,  and  you  alone? 

Since  1977,  our  Kmg-term  success  rate  has  been  the 
best  in  the  nation.  Learn  this  intelligent,  proven  way  to 
permanent  weight  control  and  a  confident  lite.  Stay  in  your 
own  comfortable  furnished  apartment  on  our  beautiful 
grounds,  medical  supervision,  indoor  and  outdoor  pools, 
fully-equipped  gym,  walking  trail,  massage,  and  served  dining. 


STRUCTURE 
♦  HOUSE  ♦ 

We  don't  just  change  your  diet,  uv  change  your  life. 

Durham,  North  Carolina 
1-800-553-0052 


Health  Track  Resorts 

CALL  THESE  FINE  RESORTS 
FOR  MORE  INFORMATION 

Coolfont's  Health  &  Fitness  Center 

Berkeley  Springs,  West  VA 
1-800-888-8768  or (304]  258-4500 
Attention:  Busy  people  -  Stress-busting 
vacations:  hikes,  fitness  classes,  indoor 
pool,  massages,  low-cal  food. 

Global  Fitness  Adventures 

Executive  Trips:  Aspen.  Sedona.  Santa 
Barbara.  Carib.  Italy.  Bali.  etc. 
1-800-488-8747 

Rejuvenating!  Fun!  Daily  5-15  mi.  hikes: 
toning,  massage:  healthy  food  by  pnvate 
chef:  upscale  accomms.  Tnps  7-15  days. 

Himalayan  Institute  and  Publishers 

Pocono  Mountains.  Honesdale,  PA 
1-800-822-4547 

Self-mastery  and  increased  productivity 
through  yoga,  meditation  and  stress 
management  techniques.  Serene  setting. 

Kalani  Honua 

Oceanside  Conference  Eco-Retreat  Center 
Kehena  Beach.  HI 
ResetA/ations:  1-800-800-6886. 
[808}  965-7828 

Only  coastal  lodging  in  Hawaii's  largest 
eco-zone  *  beach  *  hot  spnngs  *  Volcano 
Park*.  Buy  option  [808]  935-4152. 

The  Kerr  House  Health  Retreat 

Grand  Rapids.  OH 
[419]  832-1733 

Enjoy  mental  and  physical  rejuvenation  in 
Victonan  luxury.  Only  6-8  guests  per  week 
or  week-end. 

Living  Springs  Lifestyle  Center 

Putnam  Valley.  NY 
1-800-SAY-WELL,  [914]  528-9171 
Medically  supervised  50  miles  north  of 
New  York  City.  All  inclusive,  stop  smoking 
$995  a  week. 

MountainFIT  Health  and  Fitness 
Adventures 

Bozeman,  MT  and  Sedona,  AZ 
1-800-926-5700 

Looking  for  high-mountain  adventure  with- 
out roughing  it  too  much?  Mountains  by 
day,  luxury  by  night! 

Jimmy  LeSage's  New  Life  Fitness 
Vacations  at  the  Inn  of  the 
Six  Mountains 

Killington.  VT 
1-800-228-4676 

Relax,  recharge  in  supportive  resort  setting. 
Exhilarating  hikes,  healthy  eating,  spa 
services,  and  fun! 

New  Smyrna  Beach 

East  Central  Coast  of  Florida 
1-800-541-9621 

Miles  of  pnstine  beach.  Quiet  clean  hotels 
and  condos.  Fishing  and  golf.  Best  rates. 
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Special  Advertising  Section 

If  He  Can  Fin 
The  Time, 
So  Can  You. 

Name:     illiani  C.  Steele.  Jr. 
Age:  -oo 

Title:  Chairman  ol  the  Board  and 
Chief  Executive  Officer 
Company:  Pfizer  hic.  a  healthcare 
c<iini)an\  headquartered  in  \^  C 
1994  Net  Sales:  S8.3  billion 
Employees:  40.000  worldwide 

Exercise  regimen:  Aerobic:  Stairclinibing  machine.  stationaiT  bike. 

Strengthening:  weight  machines,  free  weights. 

Frequency:  1  to  4  times  week.lv.  1 -hour  sessions. 

Weekend  sports:  Skiing,  squash. 

Exercise  philosophy:  "1  hke  being  ht." 

Exercise  advice:  "Make  it  cdnvenient." 

As  head  of  a  global  corporation  in  an  industn  that  is  profoundlv 
repositioning  itself.  Bill  Steere  is  no  stranger  to  stress.  Yet  he  hardly 
personifies  the  hairied  executive.  In  the  middle  of  the  day.  up  to 
four  times  a  week,  he  heads  downstairs  to  Pfizer's  coiporate  fitness 
tacilitv  and  |)ut-  ui  an  hour  or  so  on  the  exerci.se  equipment. 
"Lots  of  times  when  vou  re  uiuler  stress  it's  hard  to  focus  on  getting  exer- 
cise." says  Steere.  who  began  his  career  at  Pfizer  as  a  new  college  gi'aduate  in 
19.59.  "But  1  always  feel  better  when  I  do." 

Four  years  ago.  Steere  saw  to  tlie  in>tallation  of  the  S3  million  on-site  fit- 
ness facility.  Previously,  employees  coukl  take  ad\  antage  of  coiporate  sponsored 
programs  at  local  fitness  centers,  but  after  signing  up.  thev  often  dropped  out. 
"People  wouldn't  go  because  of  the  struggle  to  get  out  and  back  during  the  day," 
says  Steere.  "1  think  the  more  convenient  vou  can  make  it.  the  more  people  will 
exercise." 

Besides  the  facility  itself.  Pfizer  provides  employees  gy  m  clothes  and  lock- 
ers, pre-exercise  screening  to  identifv  potential  health  problems,  and  trainers  to 
help  design  a  fitness  program  and  consult  with  exercisers.  Employees  have 
responded  positively  and  usage  rates  are  high. 

Steere  sees  the  employee  program  as  simply  consistent  with  Pfizer's  pub- 
lic commitment  to  wellness.  "\ew  York  City  is  a  difficult  place  to  work,"  he  says. 
"It's  a  good  benefit  to  have  in  the  building." 


Text  was  written  by  the  editors  of  The  Physician  and  Sportsmedicine.  a  McGraw-Hill  clinical  joumal 
exploring  the  medical  aspects  of  exercise,  sports  and  fitness.  For  subscription  information  to  The 
Physician  and  Sportsmedicine.  please  write:  Magazine  Services,  The  Physician  and  Sportsmedicine. 
4530  W.  77th  Si,  Minneapolis,  MN  55A35. 

Health  Track  will  continue  in  September  with 
"Winter  Won't  WaK",  a  special  advertising  section  focusing 
on  exercise  during  winter. 
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Economic  Trends 


BY  GENE  KORETZ 

INDUSTRY  FINDS 
ROOM  TO  GROW 

Spending  on  plant  boosts  capacity 

It  was  a  long  time  coming,  but  Amer- 
ica's capital  spending  binge  is  finally 
stalling  to  pay  off  big  in  ternis  of  rapid 
growth  of  productive  capacity.  According 
to  the  Federal  Reserve,  manufactuiing 
capacity  is  currently  expanding  at  a 
4.3%  annual  rate — the  fastest  pace  re- 
corded since  the  late  1960s.  The  latest 
reading  marks  a  sea  change  li'om  the 
Fed's  previous  estimates  of  capacity 
growth,  which  clocked  in  at  3%  last  yeai* 
and  averaged  only  about  2%  a  year 
from  1987  through  1993. 

The  pickup  is  no  surprise  to  Bmce 
Steinberg  of  Memll  Lynch  &  Co.,  who 
has  long  argued  that  the  Federal  Re- 

U.S.  FACTORY  CAPACITY 
HITS  THE  FAST  TRACK 


A  PERCENT  CHANGE,  ANNUALIZED  MONTHLY  DATA 
DATA:  FEDERAL  RESERVE  BOARD 

serve  has  been  lowballing  capacity 
grow1;h  and  overestimating  operating 
rates  because  it  has  failed  to  appreciate 
the  full  impact  of  technology  investment 
on  productive  capabiUty.  "The  Fed  is  fi- 
nally recognizing  that  cajjacity  expansion 
is  on  a  fast  track,"  he  says. 

The  acceleration  in  capacity  growth  is 
underscored  by  the  added  investment 
dollars  that  began  flowing  into  physical 
plant  last  year.  The  F.  W.  Dodge  Div. 
of  McGraw-Hill  Inc.  reports  that  indus- 
trial-building startups  in  1994  were  up 
23%  in  square  footage  and  20%  in  dol- 
lars, and  square  footage  this  year  is 
running  50%  over  year-earlier  levels. 
The  big  spenders  on  plant  include  pro- 
ducers of  metals,  paper,  chemicals,  and 
capital  goods — "a  broad  range  of  indus- 
tries," says  a  spokesman. 

The  upshot  should  be  a  relatively  be- 
nign inflation  outlook.  With  more  new 
capacity  coming  onstream  this  year,  and 
slowing  industrial  production,  Merrill 
Lynch's  Steinberg  expects  bottlenecks 


to  dissipate,  price  pressui'es  to  abate, 
and  factory  operating  rates  to  edge  low- 
er "If  manufacturing  capacity  maintains 
a  4%-plus  annual  gi'owth  rate,"  he  adds, 
'It  may  even  be  possible  for  the  economy 
itself  to  gi-ow  faster  than  2'/4%  a  year 
without  generating  higher  inflation." 


PITTING  GRANDPA 
AGAINST  JUNIOR? 

Sorry,  kid,  you  lose  the  funding  war 

It's  an  intriguing  and  distiu'bing  ques- 
tion: Is  there  a  relationship  between 
the  aging  of  the  population  and  the  cui'- 
rent  push  to  cut  federal  aid  for  educa- 
tion, school  lunches,  and  the  like,  while 
keeping  Social  Security  sacrosanct? 

According  to  a  recent  analysis  of  sur- 
vey data  by  Mai-is  A.  Vinovskis  of  the 
University  of  Michigan's  Institute  for 
Social  Research,  support  for  increased 
federal  funding  for  public  schools  de- 
clines with  age.  While  77%  of  those  un- 
der 30  favor  such  outlays,  older  Ameri- 
cans, paiticulai'ly  those  over  50,  are  less 
supportive,  and  by  age  70,  support 
drops  to  only  47%. 

Similarly,  when  Massachusetts  Mutu- 
al Life  Insurance  Co.  recently  asked 
1,000  adults  what  they  would  do  if  they 
had  to  choose  between  paying  for  their 
child's  college  education  or  the  care  of 
an  elderly  parent,  it  found  they  chose 
their  parents  over  their  kids  by  more 
than  2  to  1.  Support  for  senior  citizens 
was  particularly  strong  among  people 
in  theii"  40s  and  50s — those  both  closest 
to  retu'ement  and  most  likely  to  have  a 
needy,  aging  parent  themselves. 

Within  two  decades,  almost  all  of  the 
baby  boomers  will  have  entered  theii- 
50s  and  60s.  In  the  battle  over  shiinking 
public  funds,  a  sahent  fact  may  be  that 
children  don't  vote,  but  adults  do — and 
with  increasing  regularity  as  they  age. 


PREJUDICE:  STILL 
ON  THE  MENU 

Sex  bias  in  restaurant  hiring 

Whatever  the  defects  of  affirmative- 
action  progi'ams,  several  "i^eal  life" 
expeiiments  indicate  that  discrimination 
is  still  a  distiu'bing  reality  in  the  work- 
place. In  a  new  National  Bureau  of  Eco- 
nomic Research  study  by  Da\id  B.  Neu- 
mark,  Roy  J.  Bank,  and  Kyle  D.  Van 
Nort,  compai'ably  matched  paii"s  of  men 
and  women  sent  job  resumes  to  65  res- 


taurants in  Philadelphia.  In  high-priced 
eateries  (which  offered  high  earnings 
prospects),  men  were  more  than  twice 
as  likely  as  women  to  receive  an  inter- 
view and  five  times  as  likely  to  be  of- 
fered a  job. 

In  a  similar  study  a  few  years  ago, 
the  Urban  Institute  sent  carefully 
matched  pairs  of  black  and  white  male 
college  students  with  equal  qualifica- 
tions to  answer  job  advertisements  in 
Chicago  and  Washington.  It  found  that 
instances  of  discranination  against  blacks 
outweighed  instances  of  "reverse  dis- 
crimination" against  whites  by  3  to  1. 


AFRAID  OF  THE 
BIG  BAD  YEN 

It's  bedeviling  some  Asian  debtors 

Although  Asia's  emerging  economies 
have  largely  escaped  the  harmful 
effects  of  the  Mexican  cmrency  crisis, 
economist  Joseph  P.  Quinlan  of  Dean 
Witter  Reynolds  Inc.  notes  that  several 
will  be  hurt  by  the  soaring  yen.  "The 
yen's  strength,"  he  says,  "is  bad  news 
for  those  nations  that  trade  in  dollars 
but  boiTow  in  yen." 

Those  at  risk  include  China,  Thai- 
land, the  Philippines,  Indonesia,  and  Ma- 
laysia (chart).  Particulai'ly  vulnerable  is 
Indonesia,  wath  40%  of  its  huge  $88  bil- 
hon  foreign  debt  denominated  in  yen, 
and  90%  of  its  export  revenues  denom- 
inated in  dollars.  None  of  these  seems 

likely  to  suffer  a  mmmam^m^^m^m^ 


THE  MIGHTY  YEN'S 
ASIAN  VICTIMS 
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Mexican-style  debt 
crisis.  However, 
several  countries 
have  already 
asked  Japan  for 
softer  lending 
terms,  and  it  may 
be  forced  to  pro- 
vide some  debt 
relief  if  the  yen 
continues  to  rise. 

Meanwhile,  at 
least  one  nation — 
South  Korea — is 
benefiting  from 
the  soaring  yen. 
With  the  Korean  won  down  25%  against 
the  yen  since  1993,  Korean  cars,  semi- 
conductors, steel,  and  chemicals  are  win- 
ning market  share  fi-om  Japan  in  many 
Third  World  nations.  As  a  result,  ex- 
ports are  projected  to  rise  $2.5  billion 
this  year — eclipsing  a  $1.3  billion  in- 
crease in  imports  fueled  by  higher  pric- 
es for  parts  and  components  imported 
from  Japan. 
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Here's  an  astounding  fact: 
Last  year,  the  U.  S.  required  a 
•cord  $315  billion  in  fresh  foreign  capital  to  balance  its 
temational  accounts.  That's  in  addition  to  the  new 
jids  needed  for  domestic  uses,  especially  the  $203 
llion  used  to  finance  last  year's  federal  budget  deficit, 
nd  people  wonder  why  the  dollar  is  weak. 
But  does  the  dollar's  recent  swoon  matter  much  to 
le  economic  outlook?  The  short  answer  is:  Not  really, 
lie  inflationary  implications  will  be  smaU,  as  will  the  ef- 
ct  on  overall  trade  flows.  And  the  dollar  will  not 
ay  a  big  role  in  determining  where  the  Federal  Re- 
Tve  will  set  interest  rates.  It  never  has. 

What  about  all  that  foreign 
capital?  It  will  continue  to 
flow  in  as  we  need  it.  As  bad 
as  America's  debt  problems 
are,  the  U.  S.  is  nowhere  near 
the  combination  of  fiscal  irre- 
sponsibility, rampant  inflation, 
and  deficient  competitiveness 
that  would  cause  foreign  in- 
vestors to  lose  confidence  in 
dollar-denominated  assets.  In 
fact,  on  all  three  of  those 
mnts,  the  outlook  is  improving. 
The  dollar's  long-term  decHne  against  some  major 
urencies  has  occurred  partly  because  of  our  heavy 
sbt  levels.  But  the  greenback's  recent  tumble  vs.  the 
lark  and  the  yen  goes  beyond  reason.  Based  on  the 
ollar's  relative  purchasing  power,  economists  at 
Ri/McGraw-Hill  Inc.  estimate  that  the  dollar  should 
•ade  closer  to  1.9  marks  instead  of  1.4,  and  at  least 
12  yen  rather  than  90.  Of  course,  currency  traders 
irely  listen  to  economists. 

UT  EVEN  INCLUDING  the  plunge  relative  to  the 
lark  and  yen,  the  gi'eenback  shows  no  weakness  when 
impared  with  a  trade-weighted  basket  of  currencies 
;hart).  Take  the  index  compiled  by  Fii-st  Chicago  Cap- 
al  Markets  Inc.  It  covers  21  countries  in  the  Organiza- 
on  for  Economic  Cooperation  &  Development.  On 
lar.  21,  it  stood  6.4%  higher  than  on  Dec.  1. 
That  index  shows  how  the  dollar's  strength  relative 
)  the  Canadian  dollar  and  the  Mexican  peso  has  offset 
s  weakness  vs.  the  mark  and  the  yen.  Moreover,  the 
idex  of  the  Federal  Reserve  Bank  of  Dallas,  which 
ses  99  countries  and  adjusts  for  each  nation's  inflation 
ate,  tells  much  the  same  tale.  This  broader,  more  sta- 
le view  of  the  dollar  is  the  reason  why  its  recent  gy- 


rations will  have  little  impact  on  either  gi'owth  via 
exports  or  inflation  via  higher  import  prices. 

The  biggest  impact  on  U.  S.  exports  this  year  will 
come  from  the  collapse  of  the  Mexican  economy.  The  hit 
is  coming  faster  and  sharper  than  anticipated.  Season- 
ally-adjusted exports  headed  south  of  the  border  fell 
$0.5  bilHon  in  January.  And  based  on  Mexican  data, 
they  fell  at  least  $0.5  billion  in  Febnaary  (chart). 

In  February,  Mexican  imports — about  two-thirds  of 
which  come  from  the  U.  S. — plunged  26%  from  De- 
cember, when  the  peso  crisis  exploded.  Already,  Mexi- 
co's trade  balance  has  swung  from  deflcit  to  surplus  in 
February  for  the  first  time  in  seven  yeai's.  And  with  a 
severe  austerity  plan  in  place,  Mexico  will  cut  its  pur- 
chases of  U.  S.  goods  even  more  throughout  the  year. 

THE  DROP  in  exports  to  Mexico  was  partly  to  blame 
for  the  deterioration  in  the  U.  S.  trade  deficit  in  Janu- 
ary. The  gap  for  goods  and  services  widened  to  $12.2 
bilhon,  far  above  expectations,  after  nairowing  to  $7.3 
bilhon  in  December.  For  goods  alone,  the  deficit  hit 
$17.2  billion,  the  highest  ever.  The  overall  January  gap 
imphes  a  wider  deficit  this  quarter  compared  with  the 
fourth  quarter,  causing  a  drag  on  economic  gi'owth. 

Exports  di'opped  a  steep  4.6%,  to  $60.7  bilhon,  whUe 
imports  hit  another  record,  rising  2.9%,  to  $72.9  bilHon. 
Imports  of  capital  goods  were  up,  a  sign  of  strong 
U.  S.  capital  spending,  and  consumer  goods  also  rose, 
suggesting  that  retailers  are  betting  that  the  recent 
slowdown  in  consumer  spending  is  only  temporary. 

After  the  trade  data's  re- 
lease, the  dollar  weakened 
slightly  vs.  the  mark,  and 
even  though  the  U.  S.  trade 
deficit  with  Japan  narrowed, 
the  greenback  also  fell  against 
the  yen. 

But  it's  not  just  the  trade 
deficit  that  worries  the  cur- 
rency markets.  The  gap  is  set 
to  improve  in  1995,  as  imports 
slow  in  response  to  cooler  do- 
mestic demand.  But  at  the  same  time,  the  overall  cur- 
rent-account deficit,  which  hit  $155.7  bflhon  in  1994, 
may  continue  to  widen.  That's  why  traders  are  seUing 
dollars. 

The  current  account  is  composed  of  the  trade  bal- 
ance, net  investment  income,  and  certain  government 
transfers.  Last  year,  for  the  first  time  on  record,  the 
U.  S.  paid  out  more  investment  income  to  foreigners 
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than  it  earned,  reflecting  the  soaring  cost  of  financing 
the  U.  S.'s  huge  stack  of  lous. 

Much  of  the  interest  we  shipped  abroad  in  1994 
went  to  cover  government  debt.  But  even  on  that 
score,  the  outlook  is  improving.  The  Treasmy  said  the 
federal  deficit  in  March  was  $38  billion,  biinging  the  gap 
for  the  first  five  months  of  the  fiscal  year  to  $94.1  bil- 
hon.  That's  20%  below  the  same  period  last  year. 

Although  delays  in  tax  refunds  may  be  boosting  re- 
ceipts, the  fiscal  1995  deficit  could  come  in  below  the 
Congressional  Budget  Office's  projection  of  $176  bilhon. 
Moreover,  the  Senate  appears  to  be  placing  first  prior- 
ity on  spending  cuts  rather  than  tax  cuts. 

ONE  THING  dollai"  bears  need  not  fi'et  over  is  U.  S.  in- 
flation. Rising  inflation  weakens  a  currency  because  it 
erodes  the  cuiTency's  buying  power.  But  right  now, 
the  price  indexes  remain  tame,  and  slower  economic 
gi'ov^h  will  hold  future  price  pressures  at  bay. 

The  consumer  price  index  rose  0.3%  in  February, 
as  did  the  core  CPI,  which  excludes  energy  and  food. 
Annual  consumer  inflation  stood  at  2.9%  in  the  month, 
with  the  core  rate  at  3%.  Febmaiy  producer  prices  for 
flnished  goods  are  also  benign,  though  inflation  at  the 
earlier  stages  of  processing  is  on  the  rise. 

However,  some  of  those  pressures  are  easing.  Nucor 
Corp.,  the  world's  largest  minimill  steelmaker,  has  cut 
its  steel  prices,  suggesting  that  the  previously  an- 


INDIA 


nounced  hikes  are  not  sticking,  and  commodity  price 
for  metals  generally  are  falling.  j 

The  inflation  outlook  is  further  enhanced  by  continue(| 
signs  that  the  economy  is  cooling  off.  In  particulai; 
the  housing  and  auto  sectors  are  sagging.  Housini) 
starts  dropped  2.6%  in  February,  after  a  steep  12%  del 
cline  in  January.  Builders  already  have  a  load  of  unsok! 
homes,  and  a  March  survey  shows  that  buying  condii 
tions  continue  to  deteriorate  (chart).  ' 

Weaker  car  and  track  sales 
and  rising  dealer  inventories 
have  caused  Detroit  to  slash 
its  spring-quarter  production 
plans.  Ward's  Automotive  Re- 
ports says  that  in  February, 
dealers  held  a  76-day  supply 
of  cars  and  trucks  at  current 
sales  rates,  well  above  the 
more  desirable  60-day  supply. 

As    evidence    of  slower 
growth    and    low  inflation 
mounts,  the  Fed  has  no  domestic  reason  to  hike  ratesj 
That  means  raising  rates  in  support  of  the  dollar  woul 
be  counterproductive  to  the  Fed's  soft-landing  goal.  li] 
the  Fed  were  to  take  such  a  risk,  it  would  be  time  t 
worry  that  the  dollar's  weakness  reflects  a  seriou 
breakdown  in  our  economic  fundamentals.  But  for  no 
if  the  Fed  isn't  concerned,  you  shouldn't  be  either. 
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FRESH  FUEL  FOR  INDIAN  INFLATION 


Rattled  by  recent  defeats  at 
the  ballot  box,  India's  ruling 
Congress  Party  has  put  forth  a 
budget  heavy  on  popuhst  spend- 
ing, along  with  some  continued 
economic  I'eform  and  inflation- 
fighting  measures. 

The  highlights  of  In- 
dia's budget  for  fiscal 
1995-96,  which  begins 
Apr.  1,  include  a  five- 
yeai'  tax  hohday  on  in- 
come from  infrastruc- 
ture spending,  cuts  in 
import  duties  for 
goods  ranging  from 
plastics  to  computers, 
and  increased  spending 
on  such  welfare  programs  as  sub- 
sidized pensions  and  housing. 

India's  business  community  had 
hoped  Prime  Minister  P.  V.  Nara- 
simha  Rao's  government  would 
scrap  the  15%  tax  surcharge  on 
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corporate  earnings.  Instead,  the 
budget  left  corporate-tax  rates 
unchanged  and  cut  government 
capital  outlays.  So,  after  the  bud- 
get was  released  on  Mar.  15,  the 
Bombay  Stock  Exchange  fell  88 
points,  or  2.5%.  Then 
on  Mar.  20,  the  stock 
market  was  closed 
when  a  brokerage 
firm  defaulted. 

Despite  the  budget 
letdown,  India's  in- 
dustrial sector  has 
benefited  from  the 
market  reforms  start- 
ed in  1991.  On  Mar. 
14,  Finance  Minister 
Manmohan  Singh  said  that  indus- 
trial output  gi'ew  8%  in  the  year 
ending  in  March.  In  the  same 
period,  real  gross  domestic  prod- 
uct rose  5.3%,  its  strongest  pace 
in  four  years,  and  the  govern- 


ment's deficit  as  a  percentage  of 
gross  domestic  product  fell  to 
6.7%  from  7.3%. 

The  economy  is  expected  to  rise 
by  about  6%  this  year,  but  rapid 
growth  has  stirred  up  price  pres- 
sures. Faster  money-supply 
gi'owth  and  moi'e  expensive  raw 
materials  have  increased  the  infla- 
tion rate.  Wholesale  prices — In- 
dia's key  inflation  gauge — are  ris- 
ing 11.5%  this  fiscal  year,  up  from 
10.8%  a  year  ago  (chart).  Singh 
called  inflation  "a  serious  prob- 
lem." That  means  India  may  have 
to  raise  interest  rates  soon. 

The  cuts  in  excise  taxes  should 
help  hold  down  price  pressui'es 
from  imported  goods.  But  if  the 
Congress  Party  feels  the  need  to 
initiate  more  welfare  spending  to 
appease  poor  voters,  the  resulting 
fiscal  pressures  could  force  infla- 
tion to  stay  above  11%  this  year. 
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Bh  rREi'ARKH.  It  was  goov  aiwk:e 
when  you  were  ;i  scout.  It  you  ask  city 
otticials  in  San  Francisco,  it  still  is. 


under  intense  pressure,  we  mif^^ht  aJd. 

It  was  also  reassurinf^  that  AST  ranked 
anionic  the  "hest"  in  PC  World  Magazine's 


To  help  prepare  tor  any  eventuality      reliahility  and  service  study. 


on  the  Richter  scale,  the  San  Francisco 
Office  of  Emergency  Services  chose  AST' 


That  goes  tor  our  entire  line  ot  prod- 
ucts, including  Ascentia'"  notehooks. 


computers,  toiirteen  desktops  connected  to 
a  server.  All  holted  to  their  ilesks,  naturally. 

At  a  moment's  notice,  they're  ready  to 
help  police,  tire,  housing,  transportation, 
water  arid  power  employees  restore  city 
services.  Hospitals  and  amhulances  are 
connected,  too.  So's  the  governor. 

City  otticials  chose  AST  tor  many 
reasons.  Easy  start-up,  to  name  one.  Ease 
of  use  hy  people  from  a  hroad  range  of  city 
departments  was  just  as  important.  People 
YOU    'LL       LIKE  TH 


Premmia'"  ani.1  Bravo  husiness  desktops, 
Advantage!  PCs  for  home  or  small  ottici- 
and  Manhattan'"  servers. 

Finally,  the  tact  that  AST  is  one  of  the 
world's  largest  PC  companies  also  went 
a  long  way  toward  easing  jitters  ahout 
installing  any  new  computer  network. 

For  information,  call  1-800-876-4AST. 
Maybe  there's  something  vital  and  impor- 
tant you  should  he  extra  prepared  for.  You 
know,  something  like  tomorrow's  meeting. 
E       WAY       WE       WOR  K 
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News:  Analysis  &  Commentary 


DEALS 


'BARBARIANS' 
REVISITED 


KKR's  buyout 
of  R  JR  Nabisco 
was  a  major  fizzle 
-for  investors 


In  1988,  when  leveraged  buyout  art- 
ists Kohlberg  Ki'avis  Roberts  &  Co. 
began  their  historic  takeover  battle 
for  RJR  Nabisco  Inc.,  the  specter  of 
the  "barbarians  at  the  gate"  seizing  con- 
trol of  one  of  the  country's  preeminent 
companies  made  celebrities  out  of  Hen- 
ry R.  Kravis  and  George  R.  Roberts 
and  spawned  a  best-selling  book.  Valued 
at  some  $25  billion,  it  remains  the  larg- 
est LBO  ever. 

On  Mar.  20,  when  Goldman,  Sachs  & 
Co.  succeeded  in  quietly  selling  the  last 
of  kkr's  shares  in  the  company,  the  re- 
action was  considerably  more  muted. 
RJR  Nabisco  Chief  Executive  Charles 
M.  Harper,  in  a  just-issued  annual  re- 
port, trnampeted  the  end  of  "the  lever- 
aged buyout  era  at  rjr  Xabiscn,"  liut 
the  comjjany  says  it 


did  nothing  special 
to  mark  the  occa- 
sion. And  over  at 
KKR,  "there  was  no 
commemoration"  of 
the  two  companies' 
parting,  says  a 
spokeswoman. 

No  wonder.  In 
pure  investment 
teiTOs,  the  R.JR  Na- 
bisco takeovei'  was 
a  sort  of  Waterloo 
for  KKR.  The  buyout 
firm  acquired  rjr 
Nabisco  at  $5.62  a 
share  on  an  adjust- 
ed-cost basis;  it  un- 
loaded its  final  8% 
stake  for  only  about 


TOTING  (fP  THE  TAKEOVER 


INVESTORS  FARED  BADLY  The 

KKR  fund  put  $3.1  billion  into  RJR 
Nabisco  at  $5.62  a  share  on  a  cost- 
adjusted  basis.  Six  years  later,  the 
last  of  the  fund's  shares  were  sold 
for  about  $5.73  each.  Shareholders 
also  got  $40  million  of  KKR's  fee 
for  the  Borden  acquisition. 

-^UT  KKR  EARNED  HUGE  FEES 

The  partners'  own  investment  of 
$125  million  didn't  appreciate. 
But  the  firm  earned  nearly  $500 
million  in  transaction  and  other 
fees.  That  includes  a  1.5%  man- 
agement fee  that  came  to  $279 
million  over  five  years. 


$5.73  a  share.  The  bulk  of  kkr's  stake 
likely  sold  for  around  the  same  price. 
Even  KKR  doesn't  claim  investors  made 
money  on  the  deal — though  the  kkr 
spokeswoman  notes  that  KKR  "did  pre- 
serve their  investors'  equity." 

Cold  solace  for  the  investors  who 
bought  into  the  1987  buyout  fund  that 
KKR  used  to  acquire  rjr  Nabisco.  "It's 
too  bad  they  devoted  a  lot  of  time,  ener- 
gy, and  our  dollars  to  an  investment 
that  has  done  so  poorly,"  says  Chuck 
Hunter,  investment  research  manager 
of  the  Montana  Board  of  Investments. 
"We're  not  exactly  enthralled." 
"SWEET  DEAL."  Of  course,  the  $126  mil- 
lion the  KKR  partners  themselves  in- 
vested in  RJR  Nabisco  didn't  appreciate 
in  value,  either.  Take  into  account  the 
nearly  $500  million  in  transaction,  advi- 
soiy,  and  other  fees  it  charged,  though, 
and  kkr's  return  on  the  rjr  Nabisco 
deal  looks  far  better  It  reaped  a  $75 
million  transaction  fee  from  RJR  Nabisco 
on  the  original  deal  and  an  additional 
$60  million  over  the  years  for  advising 
the  company.  Then  there  were  the  $2.3 
million  in  directors'  fees  the  kkr  part- 
ners, who  served  on  the  RJR  Nabisco 
board  from  1989 
through  1994,  pock- 
eted personally. 

But  the  biggest 
chunk  of  the  money 
stems  from  a  1.5% 
annual  management 
fee  KKR  assessed  on 
the  1987  LBO  fund 
until  1992,  when  the 
last  of  the  fund's 
money  was  invest- 
ed. The  portion  of 
this  fee  associated 
with  the  R.JR  Nabis- 
co deal  alone  added 
a  further  $279  mil- 
lion to  kkr's  coffers. 
KKR  "had  such  a 
sweet  deal,"  says 
Harvard  business 


The  tortured  history 
of  the  1980s^ 
most  infamous  LBO 


weeks  earlier 


NOVEMBER,  1 1 

With  Henry  Kra[ 
intent  on  winni 
the  biggest  tak 
over  battle  ever 
KKR  buys  RJR 
bisco  for  $25  t 
lion,  consideral 
more  than  wha 
company  had  b 
valued  at  a  few 
but  $1.4  billion  o 


«1 


purchase  is  financed  with  debt. 

school  investment  banking  professor 
Samuel  L.  Hayes.  "Investor  [in  its  buy- 
out fund]  got  the  short  end  of  the  stick."  j' 
And  those  investors  can't  pull  out  of 
the  fund:  Under  terms  of  their  deal, 
KKR  gets  to  control  most  of  theu*  money 
until  at  least  the  end  of  the  decade 

To  be  sure,  kkr  has  a  plan  for  re-L 
covering  from  the  R.JR  Nabisco  imbro- 
glio. It  has  transferred  its  investors' 
money  into  Borden  Inc. — and  is  hoping  ^ 
its  buyout  fund  will  reap  a  huge  payoff 
from  tiuTiing  the  troubled  food  company  ^ 
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1990  To  shore  up 
Jabisco's  finances, 
'las  to  inject  $1.7 
1  in  equity  into  the 
any. 

L,  1991  KKR  sells 
of  RJR  Nabisco's 
'  to  the  public  for 
billion,  or  $11.25 
•e  in  new  stock. 


^!  APRIL, 
1993  On 

Apr.  2, 
"Marlboro 
Friday," 
Philip  Mor- 
ns slashes 
the  price  of  cigarettes 
because  of  stiff  competi- 
tion from  low-cost 
brands,  throwing  all  to- 
bacco stocks  into  a  tail- 
spin.  RJR  Nabisco's 
stock  drops  25%,  to 
about  $6.  To  help,  ex- 
ConAgra  Chief  Executive 
Charles  Harper  is  tapped 
m  May  as  RJR  Nabisco's 
new  CEO. 


SEPTEMBER,  1994 

KKR  offers  to  buy  Bor- 
den with  $2  billion  in 
RJR  Nabisco  stock,  col- 
lecting a  $50  million  fee 
for  Itself.  KKR  still  owns 
17.5%  of  RJR  Nabisco. 

JANUARY, 
1995  RJR 

Nabisco 
successful- 
ly spins  off 
19,5%  of 
its  Nabisco 
food  unit  as  a  separate 
stock.  KKR  taps  former 
Duracell  CEO  C.  Robert 
Kidder  to  run  Borden. 

FEBRUARY,  1995  KKR 

injects  more  RJR  Nabis- 
co shares  into  Borden  to 
shore  up  that  company's 
troubled  balance  sheet. 
KKR  now  owns  8%  of 
RJR  Nabisco. 

MARCH,  1995  KKR  un- 
loads the  last  of  its  RJR 
Nabisco  shares  for  about 
$5.73  a  share,  vs.  the 
average  of  $5.62  a  share 
it  paid  for  the  company. 


HARDLY  SMOKIN' 


n  iiniM'Ini I II II [lit] Hill 
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round.  In  a  deal  first  announced  in 
eptember  and  made  final  in  March, 
KR  took  Borden  private.  As  part  of 
le  deal,  kkr  transferred  its  R.JR  Na- 
isco  shares  to  cash-starved  Borden, 
'hich  sold  them  and  used  the  proceeds 
)  pay  down  debt  and  strengthen  its 
alance  sheet.  C.  Robert  Kidder,  for- 
lerly  CEO  of  Dui'aceU  International  Inc., 
ne  of  kkr's  most  successful  companies, 
'as  tapped  to  head  Borden. 

KKR  maintains  that  investors  in  its 
'387  fund  haven't  fared  poorly.  That's 


because  othei-  kkr  acquisitions,  including 
Duracell,  Stop  &  Shop  Cos.,  and  Fleet 
Financial  Group,  have  performed  bet- 
ter than  RJR  Nabisco.  For  one,  Dura- 
cell's  shares  have  more  than  doubled, 
to  $44,  since  it  went  public  in  May,  1991. 

All  told,  estimates  James  Parker,  ex- 
ecutive dii-ector  of  the  Washington  State 
Investment  Board,  the  1987  fund  re- 
turned 12.2'%  compounded  amiually  as  of 
Sept.  30,  the  most  recent  accounting 
available — vs.  a  9.7%  compounded  an- 
nual return  foi-  the  Standard  &  Poor's 


500-stock  index  dunng  the  pei-iod.  But 
the  fund's  return  has  likely  dropped 
since  last  fall:  r.jr  Nabisco  shares  were 
trading  at  6'A  on  Sept.  30  and  fell  as 
low  as  5%  over  the  winter,  as  kkr's 
shares  were  sold  to  fund  the  Borden 
buyout.  Given  the  high  risk,  "that's  not 
what  we  were  expecting,"  says  Parker. 

kkr's  big  challenge  now  is  to  make 
Borden  pay  off.  "The  Borden  acquisi- 
tion represents  a  unique  and  creative 
solution  to  a  difficult  investment  that 
didn't  live  up  to  our  original  expecta- 
tions," says  KKR  partner  Paul  E.  Raeth- 
er.  Indeed,  kkr  paid  less  than  $2  billion 
for  the  Columbus  (Ohio)  company,  which 
is  home  to  such  well-known  brands  as 
Ci'acker  Jack  and  Creamette  i^asta.  Less 
than  foiu'  years  ago,  Borden  had  a  mar- 
ket value  of  nearly  $6  billion.  But  there 
were  no  other  takers  when  Borden  put 
itself  up  for  sale  more  than  a  year  ago. 
And  even  with  better  management  and 
lower  debt,  Borden  will  be  hard  to  get 
back  on  track,  analysts  think.  Kidder, 
who  has  no  previous  food  industiy  expe- 
rience, declined  to  be  interviewed. 
WORTH  IT?  The  bigger  heartache  for 
KKR  may  be  that  it  sold  out  of  RJR  Na- 
bisco too  soon.  Under  kkr's  whip,  it  has 
shed  more  than  46,000  employees  since 
1988  and  sold  off  $6.2  billion  worth  of 
businesses.  Even  so,  its  return  on  ecjui- 
ty  fell  from  24%  to  16%.  from  1988 
through  1994 — largely  because  of  price 
wai-s  in  the  tobacco  industiy.  Meanwliile, 
RJR  Nabisco's  mai-ket  value  fell  from  $25 
billion  in  1988  to  $21.1  billion  now.  Given 
all  that,  KKR  argues  its  investors  will 
make  more  from  a  Borden  tui'naround 
than  they  would  have  ft'om  R.JR  Nabisco. 

But  that  may  be  a  heck  of  a  tai-get  to 
beat:  Harper,  who  had  a  stellar  record 
as  CEO  of  food  giant  C<jnAgi-a,  has  set  a 
goal  for  PJR  Nabisco  to  eara  a  20%-  re- 
turn on  invested  capital.  And  Harper 
isn't  alone  in  thinking  the  company's 
fortunes  are  on  the  upswing.  It  suc- 
ceeded in  selling  19.5%  of  its  Nabisco 
foods  business  to  the  public  as  a  sej^ar- 
ate  stock  in  January,  and  most  investors 
anticipate  that  Nabisco  will  be  complete- 
ly spun  off  at  the  end  of  1996.  Sanford 
C.  Bernstein  &  Co.  analyst  Gaiy  Black 
contends  that  in  a  few  years,  investors 
will  see  that  "kkr  bought  at  the  high 
and  sold  at  the  low."  Even  Hunter  is  ac- 
cumulating PJR  Nabisco  shares  for  Mon- 
tana's investment  board. 

In  the  end,  a  single  questif)n  remains: 
Given  the  thousands  of  layoffs,  the  finan- 
cial macMnations  involved,  and  the  sheer 
egotism,  was  the  signal  takeover  of  the 
rip-roaring  '80s  worth  all  the  fuss?  The 
answer:  Only  if  you're  a  kkr  partner. 
By  Elizabeth  LesU/  in  New  York 
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TELECOM  REFORM:  THE  CALL 
MAY  FINALLY  GO  THROUGH 

With  Bob  Dole  pushing,  deregulation  stands  a  real  chance 


Five  times  in  the  past  decade,  major 
rewi-ites  of  the  nation's  60-year-old 
communications  law  have  bit  the 
dust  in  the  waning  days  of  Congi*ess, 
victims  of  warfare  between  long-dis- 
tance companies  and  the  Baby  Bells.  So 
why  should  this  year  be  any  different? 
The  an^  ,ver  lies  in  two  words:  Presi- 
dential ambition. 

Senate  Majority  Leader  Bob  Dole  (R- 
Kan.),  front-i-unner  for  the  gop  nomina- 
tion in  1996,  is  eager  to  show  that  he 
has  the  stuff  that  national  leaders  are 
made  of.  In  the  wake  of  the  embairass- 
ing  defeat  of  the  balanced  budget 
amendment,  he  needs  to  shepherd  a  ma- 
jor bill  to  passage,  preferably  taking 
the  lead  on  an  issue  that 

hasn't 

already  been 
claimed     by  House 
Speaker  Newt  Gingrich 
(R-Ga.)  and  his  Con- 
tract With  America.  A 
victory  on  telecom  re- 
form "would  permit 
him  to  look  like  a 
seasoned  leader  who 
can    put  together 
sound,  reasonable  poli- 
cies on  a  complex  issue,"  say 
lobbyist.  So,  even  though  I 
tions  last  autumn  stopped 
com  bill  dead  in  its  tracks 
he  is  showing  a  remarkable 
to  compromise. 

The  resulting  law  would 
have  a  profound  impact  or 
the  $1  trillion  industiy,  set 
ting  the  stage  for  a 
competitive  ft-ee-for-all 
in  evei-jlhing  from  TV 
to  local  and  long-dis- 
tance phone  service.  Un- 
der the  OOP  plan  scheduled 
for  a  Senate  Commerce  Com- 
mittee vote  on  Mar.  23,  the  Baby  Bells 
could  offer  long-distance  service;  long- 
distance carriers  could  go  local.  Local 
carriers  also  could  offer  cable-TV  ser- 
vice, while  cable  companies  could  provide 
local  phone  service.  TV  broadcasters 
could  offer  photogi'aph-quality  pictures, 
more  channels,  and  new  communications 
services  such  as  paging. 


But  major  legislative  victories  do  not 
happen  without  some  give  and  take.  This 
time  around.  Dole  is  giving.  Long  known 
as  a  stalwart  protector  of  the  Baby 
Bells,  he  is  pushing  a  Repubhcan  plan 
that  is  more  favorable  to  the 
long-distance 
carriers  than 
past  mea- 
sures he  has 
backed.  It 
requires  lo- 
cal earners 
to  establish 
conditions 
that  would 
allow  com- 
petition in 


sion,  is  one  of  the  largest  employers  o 
Granite  State  i-esidents.  But  Dole  migh 
,  also  recognize  that  he'll  nevei-  get  a  bil 
through  the  Senate  unless  he  abandons 
the  concept,  much  opposed  by  Demo 
crats,  of  a  "date  certain"  for  opening 
markets.  "Dole  is  accepting  political  re| 
alities,"  says  Timothy  J.  Regan,  directo»_ 
of  government  affairs  for  Coming  Inc 
"There  is  a  very  fundamental  changi 
this  year  in  the  Republicans  movinj 
away  from  date  certain." 
BELOW  RADAR.  Dole  also  may  bad 
away  from  his  insistence  that  a  popula 
1992  law  regulating  cable  TV  be  re 
pealed.  Democrats  threaten  to  torpedc 
the  entu'e  bill  unless  some  cable  con 
sumer  protections  are  retained.  Th 
cable  industi-y  is  willing  to  go  alon| 
so  it  can  get  into  the  local-calling 
business.  "We're  tiying  to  fly  belov! 
the  political  i-adai-  screen  on  this  on^ 
if  we  can,"  says  a  cable  lobbyist. 

The  pressure  for  a  coherent  na 
tional  policy  has  been  heightened  hy 
piecemeal  judicial  decisions  allowing' 
local  phone  carriers  into  new  busi-S 
nesses.  On  Mar.  17,  a  federal  judge! 
made  it  easier-  for  Bell  Atlantic  Corp.  t( 
offer  video  services  in  the  Mid-Atlanti(t)| 


Dole  is  working  for  new 
keeping  one 
eye  on  New 
Hampshire 


theii'  markets  before  they  can  offer  long- 
distance services,  rather  than  allowing 
the  Bells  to  enter  deregulated  markets 
on  a  fixed  date. 

One  i-eason  for  the  change  might  be 
found  in  New  Hampshire,  host  to  the 
nation's  first  Presidential  primaiy  at&t, 
the  Bells'  ai-chrival  on  Capitol  HiO  and  a 
vocal  opponent  of  the  fLxed-date  provi- 


region.  Such  decisions  irljl 
])otential  rivals,  who  fear 
they  will  be  at  a  dis 
advantage.  "This  it 
a  fight  that  shouk 
be  umpired  by  tht 
legislative  branch,  not 
the  judicial  branch,"  say.' 
John  C.  Tuck,  a  long-distance 
obbyist. 

The  telecom  indus  ' 
try  still  isn't  united  or 
the  sort  of  bill  thalij 
should  emerge.  Long- 
distance companies  andjt 
the  Baby  Bells  continue  tc  ip 
haggle  over  issues.  And  nai"al  Bells  sucl;  | 
as  BellSouth  Corp.,  which  have  high  j, 
business  rates  and  thus  would  be  most  | 
vulnerable  to  competition,  could  brealf 
ranks  if  they  aren't  satisfied.  But  theii  j 
own  desire  to  win  regulatoiy  relief  is  | 
drawing  the  Bells  together.  "We're  get-  ^ 
ting  along  better  now  than  we  were  ir  ^ 
the  final  months  of  the  last  Congress,' 
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5ays  Thomas  J.  Tauke,  head  of  govem- 
-nent  affairs  for  Nynex  Corp. 

Likewise,  legislative  differences  seem 
•esolvable.  Democrats  and  Republicans 
Dicker  over  w^hether  foreign  companies 
should  be  allowed  big  stakes  in  U.  S. 
communications  concerns,  and  Demo- 
crats want  guarantees  that  interactive 
;ervices  will  be  available  to  schools  and 
ibraries.  But  Dole's  strategic  retreats 


have  removed  some  of  the  biggest  hur- 
dles. By  dropping  the  date-certain  de- 
mand, Dole  "makes  it  easier  for  Repub- 
licans to  peel  off  Democratic  votes  than 
for  Democrats  to  peel  off  Republican 
votes,"  says  Andrew  D.  Lipman,  a 
Washington  communications  lawyer 

The  House  is  expected  to  adopt  the 
Senate's  approach  when  it  comes  out 
vdth  its  bill  shortly.  The  White  House, 


meanwhile,  is  taking  a  low-key  ap- 
proach. "The  easiest  way  to  get  a  bill  is 
to  look  like  we're  not  getting  the  cred- 
it," says  one  White  House  adviser.  That 
leaves  the  door  wide  open  for  Bob  Dole 
to  gi-ab  the  spotlight — and  boast  of  his 
success  when  he  hits  the  campaign  trail. 

By  Mark  Lewyn  in  Washington,  with 
Catherine  Amst  in  New  York  and  bu- 
reau reports 


THE  BILL& 
STEVE  SHOW 

DreamWorks 
Interactive 
will  team 
Microsoft  and 
top  entertain- 
ment talent 
to  produce 
adventure 
games  and 
children's 
stories 


>EALS 


HOLLYWOOD'S 
DIGITAL  GODZILLA 

^pielberg/Katzenberg/Geffen  get  interactive  with  Bill  Gates 


Ever  wonder  how  many  gigantic  egos 
can  fit  in  one  room?  After  adding  a 
couple  of  meganames  to  its  roster  of 
)aitners,  DreamWorks  skg,  the  nascent 
novie  studio  fomied  by  Steven  Spiel- 
)erg,  Jeffrey  Katzenberg,  and  David 
jeffen  may  be  the  test  case.  First,  on 
vlai".  19,  Microsoft  Coip.  co-foimder  Paul 
J.  Allen  said  he  will  invest  $500  million 
n  the  outfit.  Then,  tliree  days  later,  Mi- 
:rosoft  CEO  William  H.  Gates  III  an- 
lounced  that  his  company  will  fomi  a 
lew  electronic-entertainment  joint  ven- 
ure  with  DreamWorks — tentatively 
lubbed  DreamWorks  Interactive. 

Big  names — and  egos — to  be  sure. 
5ut  the  new  Microsoft-DreamWorks  tie- 
ip  has  a  solid  business  puipose:  to  link 
Microsoft's  technology  with  the  best 
iollywood  creative  talent  the  Dream 
Team  can  attract.  The  focus  will  be  on 
developing  interactive  entertainment, 
)rimarily  adventure-based  games  and 
;hildren's  stories.  And  it  will  be  de- 
signed to  exploit  any  device  the  next 
Hecade  produces,  fi'om  computers  to  vid- 
!0-game  machines  to  new  electronic  net- 


works to  interactive  television.  "Wheth- 
er it's  online  networks  or  interactive 
movies,  we'll  be  making  software  for 
it,"  says  Spielberg.  Plus,  says  Gates: 
"Steve  [Spielberg]  and  I  will  piimaiily 
be  sitting  down  and  talking  to  the  prod- 
uct teams  about  their  ideas."  The  ven- 
ture's fii"st  products — probably  comput- 
er games — should  be  on  the  market  by 
Christmas,  1996. 

FIFTY-FIFTY.  Making  DreamWorks  Inter- 
active work,  though,  will  recjuire  consid- 
erable mutual  tnist  between  Microsoft 
and  DreamWorks  SKG.  The  new  compa- 
ny is  being  set  up  as  a  50-50  partner- 
ship, with  headquarters  in  Hollywood 
and  development  teams  there  and  at 
Microsoft's  headquarters  in  Redmond, 
Wash.  Each  side  will  ante  up  about  $15 
million  initially,  and  Microsoft  is  making 
an  undisclosed  equity  investment  in 
DreamWorks  SKG.  Each  side  will  con- 
tribute employees  to  the  new  company. 
Moreover,  Katzenberg  says  it  will  have 
access  to  all  of  Microsoft's  research  and 
development.  "To  have  these  assets 
from  Microsoft  made  available  to  us — 


there's  no  price  you 
can  put  on  it,"  he 
says. 

Indeed,  Microsoft 
should  bring  an  im- 
pressive array  of 
new  technologies  to 
the  new  venture. 
Dataquest  Inc.  fig- 
ures Microsoft  sold 
more  than  $180  mil- 
lion worth  of  inter- 
active games  last 
year,  and  it  now 
owns  much  of  the 
latest  in  digital  mo- 
vie-making technol- 
ogy. Last  June,  it 
paid  $120  miUion  to 
buy  Softimage,  a 
Canadian  company  that  makes  special- 
effects  softwar-e  for'  Hollywood.  And  lat- 
er this  year,  it  will  launch  Microsoft 
Network,  a  new  online  service  similai-  to 
America  Online  Inc.  that  promises  to 
be  a  lucrative  new  playgi'ound  for  com- 
puter-game addicts.  Microsoft  also  is 
creating  programming  tools  for  game- 
makers  and  designing  networks  for 
interactive  television. 

Still,  can  these  guys  really  work  to- 
gether? Big  egos  aside,  plenty  of  other 
tensions  may  be  inherent  in  the  partner- 
ship. Although  DreamWorks  Interactive 
is  starting  out  in  the  adventure-game 
category,  where  Microsoft  has  little 
presence  so  far,  it  eventually  will  com- 
pete directly  with  its  parent.  Meanwhile, 
rival  companies,  such  as  Rocket  Science 
Games,  Spectnmi  Holobyte,  and  Knowl- 
edge Adventure  (in  which  Spielberg 
owns  a  minority  stake),  are  ah'eady  try- 
ing to  combine  Hollywood  storytelling 
magic  with  pr'ogTamming  talent. 

Spielberg  and  Gates,  at  least,  seem  to 
speak  the  same  language.  After  trying 
out  some  of  Microsoft's  latest  games  un- 
der development  a  couple  of  months 
ago,  Spielber-g  sent  a  six-page  memo 
suggesting  creative  changes.  "I  love  this 
stuff,"  says  Spielber-g.  "It's  a  hobby  for 
me,  Hke  movies."  Hobby,  indeed:  Data- 
quest  estimates  that  video-  and  com- 
puter-game software  already  add  up  to 
a  nearly  $4  billion  business.  Just  the 
kind  of  hobby  Bill  Gates  would  get  into. 

By  Richard  Brandt  in  Seattle,  ivith 
Ronald  Grover  in  Los  Angeles 
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COMMENTARY 


By  Paul  Magnusson 


PUT  THIS  BUDGET  SCALPEL  IN  THE  PRESIDENT'S  HANDS 


In  Washington,  CongTess  is  quarrel- 
ing about  how  much  to  trim  the  in- 
fant-formula subsidy  to  reduce  the 
budget  deficit.  But  15  miles  to  the 
east,  the  Naval  Academy  Dairy  Farm 
faces  another  dilemma:  What  to  do 
with  the  milk  it  produces  when  the 
midshipmen  leave  for  their  summer 
vacations.  The  farm  isn't  allowed  to 
sell  its  blue-and-gold  cartons  of  milk 
commercially,  and  the  150  cows  don't 
know  enough  to  watch  the  calendar 

Meanwhile,  taxpayers 
might  ask  a  more  impor- 
tant question:  Why  must 
the  Naval  Academy  op- 
erate an  admittedly  inef- 
ficient 865-acre  dairy 
farm  when  it  could  buy 
the  812  gallons  it  uses 
each  day  from  a  whole- 
saler— and  save  30(2  per 
gallon?  The  answers  are 
hardly  satisfying:  That's 
the  way  Annapolis  has 
done  it  ever  since  1913, 
when  a  typhoid  scare  led 
the  Navy  to  procure  an 
on-the-hoof  milk  supply. 
Neighbors  want  to  pre- 
serve the  only  daily  left 
in  Maryland's  rapidly  de- 
veloping Anne  Arundel 
County.  And  most  impor- 
tant, government  is  in- 
herently wasteful. 

But  thei'e  is  hope. 
Congress  is  debating 
whether  to  gi-ant  the 
President  a  line-item 
veto,  a  cmcial  provision  in  the  Re- 
publicans' Contract  With  America.  In 
its  limited  House-passed  forni,  the 
legislation  would  allow  the  President 
to  kill  anachronisms  such  as  the 
academy's  daily  farm  or,  say,  sell  the 
nation's  32  billion-cubic-foot  supply  of 
hehum,  enough  to  last  100  years, 
now  that  the  Navy  has  abandoned 
the  blimp.  Congress  could  restore 
these  spending  items  only  with  a 
two-thirds  majority. 
ONLY  THE  RUTHLESS.  The  Senate  is 
now  considering  a  cop  version  that 
could  go  even  further  in  making  new 
spending  on  entitlements  and  target- 
ed tax  breaks  subject  to  the  Presi- 
dential scalpel.  "That  could  really 


start  to  save  some  money  if  you  had 
a  President  with  a  strong  emphasis 
on  deficit  reduction,"  says  Martha 
Phillips,  director  of  the  Concord  Co- 
alition, a  group  advocating  a  bal- 
anced budget. 

Skeptics  note  that  the  veto  is  only 
as  powei-ful  as  the  executive  wielding 
it.  And  although  the  governors  of  43 
states  enjoy  vaiying  versions  of  the 
device,  many  shy  away  ft'om  using  it. 
As  governor  of  Ai-kansas,  Bill  Clinton 


SACRED  COWS 


A  line-item  veto  may 
make  mincemeat  of  such  projects 
as  the  Naval  Academy's  dairy  farm 


employed  it  just  nine  times  in  10 
years.  "There's  little  reason  to  be- 
lieve, based  on  the  states,  that  it  will 
have  a  significant  impact,"  says  Jo- 
seph White,  a  budget  analyst  at  the 
Brookings  Institution.  "Besides,  you 
have  a  big  country,  and  you  would 
like  it  to  be  prosperous.  Spreading 
money  around  is  one  way  to  do  it." 

But  that  has  proved  wasteful.  Take 
the  $43  million-a-year  National  Drug 
Intelligence  Center  (ndic),  stuck  in  a 
former-  department-store  building  in 
Johnstown,  Pa.  It's  there  because  a 
then-appropriations  subcommittee 
chairman,  Representative  John  P. 
Murtha  (D-Pa.),  sneaked  a  provision 
into  a  Pentagon  spending  bill  in  1991 


that  estabhshed  the  office  in  his 
hometown.  The  center's  ostensible 
role  is  to  help  coordinate  policy 
among  the  many  agencies  fighting  the 
$13  billion-a-year  war  on  drug  traf- 
ficking— the  Drug  Enforcement  Ad- 
ministration, the  FBI,  and  the  CIA, 
among  other's.  But  the  ndic  is  so  iso- 
lated that  it  has  to  maintain  a  15-per- 
son  satellite  headquaiter's  in  the 
Washington  suburb  of  McLean,  Va., 
near  wher^e  the  director  of  the  ndic 
actually  lives.  As  one 
spokesperson  explains: 
"It's  a  national  center, 
and  we  have  to  inter- 
act within  a  Washington 
environment." 
READY  TO  SLICE.  Add  up 
hundreds  of  such  boon- 
doggles, and  they  begin 
amounting  to  r-eal  money. 
A  General  Accounting 
Office  report  that  focused 
on  nonentitlement  spend- 
ing found  that  $70  billion 
could  have  been  saved 
between  1984  and  1989  if 
a  line-item  veto  had  been 
used  on  programs  to 
which  the  White  House 
objected.  Citizens 
Against  Government 
Waste,  a  public  advocacy 
gi'oup,  found  $10  bilUon 
in  pork  "hidden  away"  in 
government  spending 
bills  this  year  alone,  in- 
cluding $3.8  million  in 
"wood-utilization  re- 
sear-ch."  The  libertarian  Cato  Institute 
estimates  that  as  much  as  $10  billion 
a  year  could  be  saved. 

Certainly,  President  Clinton 
wouldn't  win  many  votes  in  Annapo- 
lis or  Anne  Ar-undel  County  by  clos- 
ing dowm  the  dairy.  And  the  middies 
would  have  to  find  a  new  home  for 
their  mascot — a  goat.  Still,  restoring 
some  sanity  to  government  budget- 
ing might  make  political  hay  in  the 
long  mn.  And  with  the  money  saved 
on  milk  pr-oduction,  the  Academy 
might  build  the  goat  spanking  new 
quarters  fit  for  an  admiral. 

Paul  Magnusson  writes  about  eco- 
nomic policy  from  Washington. 
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:LECTI0N  '96 


MOULD  YOU  GIVE  THOUSANDS 
9F  DOLLARS  TO  THIS  MAN? 

'linton  hopes  the  new  DNC  head  will  make  people  say  yes 


rinman  Arnold  does  not  think  small. 
Five  years  ago,  when  folks  in  Tex- 
arkana,  Tex.,  were  trying  to  raise 
loney  for  disabled  children,  the  oil  ty- 
oon  offered  to  help.  But  Arnold — who 
arlayed  a  single  gas  station  into  a  $400 
liUion  energy  empire — decided  some- 
hing  splashier  than  a  bake  sale  was 
eeded.  With  the  help  of  powerful 
"iends  such  as  Senator  David  H.  Piyor 
D-Ark.),  he  started  a  celebrity  golf 
Dumament  that  is  now  a  highUght  of 
'exarkana's  social  season. 

Democratic  Party  poobahs  hope  Ar- 
old,  57,  can  use  his  skills  to  similarly 
ransform  the  Democratic  National 
Committee.  On  Mar.  14,  Arnold  was 
amed  Finance  Chairman  of  the  debt- 
idden  dnc,  drawing  one  of  politics' 
oughest  assignments:  Shore  up  the  fi- 
ances of  a  party  that 
as  seen  them  fall  along 
/ith  Bill  Clinton's  popu 
irity. 

/hether  to  be  excited 
r  nervous,"  Arnold 
ays.  "Ask  me  when 
he  honeymoon  is  over" 


loss  of  their  congressional  majority  has 
made  fund-raising  much  harder.  And 
with  the  '96  elections  looming,  Arnold 
must  compete  for  scarce  dollars  with 
scared  Hill  Democrats  and  the  Clinton 
reelection  team.  "I  don't  know  whether 
congi'atulations  or  condolences  are  in 
order"  for  Arnold,  says  dnc  member 
Ed  Miller  of  Texas,  an  old  friend. 

The  White  House  thinks  the  long- 
time Clinton  intimate  can  pull  it  off. 
"Ti'uman  knows  how  to  close  a  deal," 
says  White  House  Counselor  Thomas 
F.  "Mack"  McLarty  HI.  Still  unknovm, 
though,  is  whether  he  can  pry  dollars 
out  of  donor's  outside  Texas.  Admits  one 
associate:  "It  will  take  an  extra  effort  on 
his  part  to  win  over  Wall  Street." 

Those  who  know  Arnold  believe  in 
the  power  of  his  down-home  charm. 


TRUMAN  ARNOLD! 


I  don't  know    clubs, 

EDUCATION  BBA,  Lamar  University,  1960 

BUSINESS  EXPERIENCE  Chairman  and  CEO,  The  Truman  Arnold 
Companies,  a  regional  petroleum  marketer.  Other  business  ventures 


POWER  OF  DOWN-HOME  CHARM:  Clin- 
ton  and  Arnold  are  fast  friends 

"Very  few  people  enjoy  raising  money, 
but  Tr'uman  loves  people,"  says  Pryor. 
"He's  a  totally  positive  thinker  And  he 
never  bums  a  bridge."  Ariiold  learned 
his  people  skills  while  helping  his  fa- 
ther, a  deUvery-tmck  driver',  make  his 
rounds  in  Texar-kana.  After  earning  a 
business  degree  from  Lamar  Univer- 
sity, he  took  a  job  with  oil  giant  Conoco. 

Arnold  returned  home  in  1964  to  run 
five  Conoco  stations.  He  hit  pay  dirt 
five  years  later  with  a  revolutionary 
new  concept:  self-service  gas  stations 
attached  to  convenience  stores.  In  1989, 
he  sold  his  127  stations  to  Total  Petrole- 
um Inc.  for  about  .$150  million.  He  now 
ovms  a  company  that  oper-ates  r^efineries, 
airport  fueling  ser-vices,  and  wholesale 
petroleum  outlets  in  17  states. 

Arnold  has  dabbled  in  Ar-kansas  and 
Texas  politics  for  two  decades — often 
with  old  friend  McLarty.  In  1976,  McLar- 
ty introduced  Arnold  to  Clinton,  then  an 
upstart  candidate  for  attorney  gener-al, 
and  the  trio  became  fast  friends.  Clinton 
named  Arnold  to  head  up  his  Texas  fund- 
r-aising  drive  in  1992.  Competing  against 
home-staters  Geor-ge  Bush  and  Ross  Per- 
ot, he  raised  $10.2  miUion  for  the  De- 
mocrats, including  about  $7.5  million  for 
Clinton,  one-fourth  of  liis  nationwide  total. 

After  the  election,  Arnold  bought  a 
house  two  blocks  from  McLarty  in 
Washington  and  continued  to  help  out 
by  raising  money  and  lobbying  for  Chn- 
ton's  1993  economic  plan.  He  got  the 
top  DNC  money  slot  when  Finance  Chair- 
Terry  McAuliffe  was  tapped  to  head  the 
President's  reelection  fund-raising  chive. 
DISGUST  FACTOR.  Arnold's  big  problem 
now  is  that  the  dnc  fund-raising  appar'a- 
tus  is  reliant  on  big-money  donors — 
while  the  GOP  gets  thi'ee-fourths  of  its 
money  from  a  900,000-person  small-do- 
nor base.  He  predicts  grassroots  dis- 
gust with  the  harxl-right  GOP  Congress 
will  help  him  r-aise  the  $38  million  he 
wants.  "Newt  Gingrich  and  Phil  Gr-amm 
are  serving  us  well,"  he  says. 

Br-oadening  the  dnc's  financial  base 
may  cut  into  Arnold's 
passion — golf.  He's  a 
member  of  five  country 
and  he  even 
bought  a  house  near  the 
Pebble  Beach  (Calif.) 
course,  leveled  it,  and 
built  a  new  one.  Arnold 


There's  plenty  to  be    have  included  banking^  cattje_ranching,_and  gas  stat^    may  find  that  that  pro- 


er-vous  about.  The  DNC 
5  $2  milhon  in  debt, 
luch  of  it  rain  up  last 
ear  promoting  the  un- 
Dved  Clinton  health 
ilan.  To  complicate 
latters,  the  Democrats' 


POLITICAL  EXPERIENCE  Texas  Finance  Chairman  for  the  1992 
Clinton-Gore  campaign.  Fund-raiser  for  former  Texas  Governor  Ann 
W.  Richards  and  Arkansas  Senators  David  Pryor  and  Dale  Bumpers. 

FOB  CREDENTIALS  Longtime  friend  of  White  House  counselor 
Thomas  McLarty  III.  Clinton  friend  and  golfing  partner  for  19  years. 


ject  was  a  lot  easier  than 
rebuilding  the  dnc's  run- 
down financial  house. 

By  Richard  S.  Dun- 
ham in  Washington 
and  Gary  McWilliams 
in  Houston 
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Your  competition  is  coming  up  with  new  products 
as  if  they  lived  in  their  customers'  minds. 


Wliat  computer  system  do  you  have? 

As   I  h  e   world's   loading   UNI  X "  vendor,   we've  helped 
p  r  o  V  i  d  e   s  (i  1  u  I  i  o  n  s    I  i>   I  h  (i  u  s  a  n  d  s   o  f  c  o  m  p  a  n  i  e  s 
around   I  he   globe.    If  the   business   decisions  are  yours, 
the   computer  system   should   be  ours. 

WAffi  HEWLETT- 
mLiiM  PACKARD 

C  o  m  p  u  I  e  r  Systems 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


THE  MORASS  ENGULFING 
MORRISON  KNUDSEN 

Now,  it  must  replace  the  two  directors  who  sounded  the  alarm 


A 


former  National  Security 
Advisers,  Zbigniew  Brzezin- 
Iskd  and  William  P.  Clark  are 
no  strangers  to  power  struggles. 
Under  Presidents  Carter  and 
Reagan,  they  proved  formidable 
cold  warrioi-s.  As  outside  direc- 
tors at  engineeiing  and  construc- 
tion giant  Morrison  Knudsen 
CoriJ.,  Clark,  backed  by  Brzezin- 
ski,  masterminded  the  coup  that 
ousted  Chairman  and  CEO  Wil- 
ham  J.  Agee.  But  when  it  came 
time  to  rebuild  deeply  troubled 
MK,  facing  down  the  Russians  al- 
most seems  easier.  "I  much  pre- 
ferred dealing  with  Brezhnev," 
says  Brzezinski. 

In  five  weeks  as  acting  chair- 
man, Clark  worked  to  expose 
mk's  true  financial  state.  But  on 
Mar.  20,  he  abruptly  resigned  as 
chaiiTTian  and  director.  Brzezinski 
followed  a  day  later.  Both  moves 
stunned  a  board  still  reeling 
from  the  dismissal  of  the  free- 
spending  and  autocratic  Agee  in 
early  Febi-uary  and  the  surprise 
appointment  in  early  March  of  a 
new  CEO,  Robert  A.  Tinstman, 
who  headed  mk's  mining  unit.  The  com- 
pany, hemon'haging  red  ink,  is  involved 
in  touchy  talks  with  its  banks  to  avoid 
bankruptcy.  "This  doesn't  help  us  with 
our  customers,  our  employees,  or  our 
banks,"  says  a  source  close  to  the  board. 
RAIL  TROUBLE.  Not  that  all  of  Clark's 
moves  to  overhaul  the  company  had 
gone  down  well.  One  of  his  first  decisions 
was  to  bring  in  Arthur  Andei-sen  as  the 
company's  internal  auditor,  replacing  De- 
loitte  &  Touche.  But  Clai'k  initated  sev- 
eral director  on  Mar  5  when  he  recom- 
mended hiring  an  insider  as  CEO,  without 
bothering  to  interview  three  outside  can- 
didates offered  by  headhunters  Heichick 
&  Struggles  Inc.  That  firm  is  headed 
by  boai"d  member  Gierai'd  R.  Roche.  The 
reason  for  the  hasty  move,  say  several 
sources:  bank  pressure  to  get  a  ceo  in 
place,  plus  middle-management  prefer- 
ence for  an  insider. 

The  day  before  Clark  resigned,  he 
called  board  members  to  alert  them  to 
the  announcement  on  Mar.  20  of  widen- 
ing preliminai'y  losses  for  1994  of  $310 


i 


million,  up  from  estimates  of  $135  mil- 
hon  just  five  weeks  before.  The  chief 
culprit:  the  mass-transit  railcar  busi- 
ness, which  had  gi-own  fast  by  danger- 
ously underbidding  contracts,  say  rivals 
and  analysts.  At  no  point,  say  several 
sources,  was  there  mention  by  Clark  of 
plans  to  resign.  Then,  moments  before 
the  board  was  to  meet  by  phone  on 
Mar.  21,  Brzezinski  stepped  down. 

Clark  and  Brzezinski  say  it  was  time 
to  go.  Clark  insists  he  always  intended 
to  leave  early  "to  re- 
turn to  prior  family 
and  professional  com- 
mitments." Other 
sources  suggest  he 
may  have  tired  of 
sometimes  rancorous 
discussions  with  other 
dii-ector's  over  the  pace 
of  change  and  the 
severity  of  mk's  prob- 
lems. Clark  denies  any 
frustration.  One  touchy 
issue  he  leaves  behind: 


8LUE  MONDAY 

William 
Clark  threw 
in  the  towel 
Mar.  20, 
followed  a 
day  later  by 
Zbigniew 
Brzezinski 


AGEE'S  RECORD 


MORRISON  KNUDSEN  S  - 
PROFITS  AND  LOSSES 
UNDER  WILLIAM  AGEE  " 
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MILLIONS  OF  DOLLARS      DATA.  COMPANY  REPORTS 


some  $140,000  in  fees  he  has  billed  for 
five  months'  work. 

With  Clark  gone,  Brzezinski  says  he 
felt  "all  by  myself  without  any  business 
background."  The  threat  of  future  law- 
suits also  played  a  factor,  he  says.  Al- 
ready, shareholders  have  filed  18  suits 
against  mk,  executives,  and  directors, 
seeking  more  than  $200  million  for  alleg- 
edly misleading  financial  forecasts.  Ml 
stock  has  plummetec 
from  nearly  30  a  year 
ago  to  about  BV^. 

mk's  immediate  con-i 
cern:  gaining  time 
from  banks.  It  seeks 
to  restructure  $235 
m.illion  in  short-terre 
debt  on  which  it  is  ii 
technical  default  anc 
to  raise  $125  million  in 
new  loans.  A  source 
close  to  the  board  says 
MK  thinks  it  can  get  a 
bridge  loan  by  Mar.  31 
to  carry  it  through  May  and  allow  it 
time  to  sell  off  five  noncore  businesses, 
possibly  raising  $150  milHon.  But  dodg- 
ing bankruptcy  may  yet  be  tricky,  says 
Smith  Barney  Shearson  Inc.  analyst  To- 
bias Levkovich.  Sources  close  to  thef 
board  say  it  hasn't  seriously  considered 
bankruptcy. 

Longer-term,  mk's  mass-transit  busi- 
ness poses  the  biggest  problem.  Sources 
say  the  board  would  consider  a  part- 
nership or  outright  sale  to  offload  the 
risk  left  from  aggressive  bidding  for 
contracts.  Meanwhile,  though,  mk  is  a 
yeai'  late  on  delivery  of  113  transit  cars, 
worth  $215  million,  for  the  California 
Transportation  Dept.  A  $370  million  con- 
tract for  Chicago  has  been  plagued  bj 
production  glitches,  and  only  6  of  5C 
wheelchair-equipped  cars  due  this  sum- 
mer have  been  shipped. 

From  his  ranch  in  central  California, 
Clark  says:  "This  83-year-old  company 
has  great  vitality.  I  have  no  doubt  about 
its  survival."  Even  so,  Velma  V.  Morri- 
son, widow  of  MK  co-founder  HaiTy  Mor- 
rison, worries  about  a  board  dominated 
by  Agee's  foiTner  sup- 
porters. "I'm  prating 
and  hoping  we  can  get 
our    feet     on  the 
ground,"  says  Morn-  f 
son,    owner   of   IOC  ^ 
shares.   Keep   those  E 
prayers  coming.  H 
By     Richard     A.  :< 
Melcher  in  Chicagc  ^ 
and  Dori  Jones  Yang  i 
in  Seattle,  with  Wil- '! 
Ham  C.  Symonds  iri 
Toronto 
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LAWSUITS 


es  to  take  on  the  agency,  node,  operat- 
ing out  of  Hofrnann's  cramped  home-of- 
fice in  i-ural  Salt  Point,  N.  Y.,  has  mush- 
roomed from  just  a  handful  of 
downsized  iBMers  in  New  York  to  4,300 
members  from  200  companies  in  47 
states.  Another  coi-porate  alumni  gi'oup, 
the  Workforce  Reduction  Assistance 
Program,  based  in  Raleigh  (N.  C),  is 
growing  at  an  equally  frantic  pace. 

Indeed,  the  organizations  each  have 
amassed  legal  war  chests  of  about  $1.5 


Little  Guys  vs.  The  IRS 


THE  $20,000  SWEEPSTAKES 
FOR  FOLKS  WHO  GOT  THE  AX 

Laid-off  workers  are  going  to  war  with  the  IRS  over  buyouts 

In  April,  1993,  Howard  Aronoff  reluc- 
tantly accepted  an  early  retirement 
package  from  IBM,  his  employer  of 
learly  30  years.  Like  thousands  of  oth- 
?r  workers  in  the  massive  wave  of  cor- 
porate downsizings,  the  software  devel- 
)pment  planner,  then  53,  received  a 
ump-sum  payment  based  on  his  years 
)f  service. 

The  catch:  To  get  the  money,  Aronoff 
lad  to  sign  a  form  promising  not  to  sue 
BM  later.  Although  the  form  covered 
iny  type  of  employment-related 
itigation  that  Aronoff  might 
consider,  it  singled  out  lawsuits 
illeging  age  discrimination. 
Thinking  httle  of  it  at  the  time, 
\ronoff  signed  the  waiver,  col-    v      '(  ,- 
ected  his  money,  and  eventual-      .  I 
y  paid  taxes  of  $30,000.  "Like     ■ " 

EX-IBMers  say  buy- 
Dut  payments  are 
'eally  settlements 
against  future  age- 
discrimination  claims 
and  therefore 
ihouldn't  be  taxable 

nilhons  of  Americans,  we  wei'e 
)eing  confronted  with  many 
hings  we  didn't  understand," 
Aronoff  says. 

But  now  that  waiver,  de- 
nanded  routinely  by  companies 
•educing  then-  workforces,  is  at 
,he  center  of  a  legal  battle  brewing  be- 
ween  thousands  of  downsized  employ- 
ees and  the  Internal  Revenue  Sei-vice. 
\t  issue  is  whether  the  buyout  pay- 
nents  should  be  treated  as  severance 
)ay  or  as  settlements  against  future 
ige  discrimination  claims,  which  may 
)e  ta.x-free.  "This  was  hke  settling  a 
;ase  before  it  was  even  thought  cf," 
iays  Lowell  E.  Hofmann,  who  last  yeai; 
vith  fellow  ex-iBMer  Ai'onoff,  founded 
he  National  Organization  of  DowTisized 
Employees  Inc.  (node). 
MG  KITTY.  Few  prospects  are  less  ap- 
pealing than  picking  a  fight  with  the 
RS.  Yet  in  a  fairly  stunning  grassroots 
nitiative,  more  than  5,000  ex-iBMers,  as 
veil  as  hundreds  of  fomier  employees 
rom  corporate  giants  such  as  at&t,  Mo- 
nl,  Boeing,  and  others  have  joined  fore- 


million  thus  far — \  ia  nduk's  $600  contii- 
butions  from  each  of  the  former  iBMers 
who  have  joined  the  suits.  Alumni  fr'om 
other  companies  are  building  their  own 
legal  treasuries.  Raleigh  tax  lawyer 
Royce  Powell  is  representing  groups 
made  up  of  at  least  300  former  employ- 
ees per  company  who  chip  in  $375  a 
head.  Several  small  groups  ah-eady  have 
filed  suit.  The  bigger  outfits  expect  to 
take  the  iRS  to  court  later  this  year,  af- 
ter the  agency  rejects  requests  for  re- 
funds— which  may  average  about 
$20,000— filed  with  employees'  1994  tax 
returns. 

Each  corporate  gi'oup  must  bring  its 
own  case  because  the  success  of  the  ac- 
tions will  hinge  on  proving  that  each 
company  paid  the  dismissed  employees 
settlements  to  avoid  future  litigation — 


not  that  they  were  simply  given  tax- 
able buyout  packages.  In  the  IBM  matter, 
for  example,  lawyers  must  show  that 
the  company  compensated  displaced 
workers  to  avoid  facing  charges  such 
as  age  discrimination.  "The  money  was 
not  given  to  the  individual  out  of  the 
goodness  of  IBM's  heart,"  says  Roiiert 
David  Goodstein,  who  represents  about 
80  IBMers.  "Instead,  it  was  given  be- 
cause IBM  was  afraid  of  litigation." 
STAYING  ALOOF.  The  ex-workers  have 
sought  help  from  their  former  employ- 
ers, who  themselves  stand  to  recoup 
millions  of  dollai's  in  Social  Seciuity  con- 
tributions. One  lawyer's  estimate  puts 
IBM's  potential  refund  related  to  its  buy- 
outs at  $250  million.  So  far,  however, 
no  company  is  biting.  "It's  an  issue  be- 
tween former  employees  and  the  iRS," 
says  a  spokesman  for  ibm,  who  adds 
that  Big  Blue  believes  that  employee 
buyout  packages  should  be 
taxed  as  regnalar  income. 

It's  certain  that  convincing 
the  IRS  othe™ise  won't  be  easy. 
For  the  moment,  the  agency 
isn't  talking,  citing  pending  liti- 
gation. But  tax  experts  say  it 
is  hkely  to  argue  that  since  the 

THE  IRS  is  expected 
to  argue  that  since 
employees  haven't 
actually  filed  the 
claims,  the  money  is 
severance,  not 
settlements 

workers  merely  signed  general 
waivers  releasing  companies 
from  futiu-e  liability,  rather  than 
actually  bringing  discrimination 
charges,  the  payments  can't  be 
viewed  as  nontaxable  settle- 
ments. "Without  a  particular 
claim,  it  looks  like  they  might  have  a 
problem,"  says  tax  expert  David  I. 
Kempler. 

Even  if  the  employees  win  on  that 
point,  the  law  isn't  yet  clear  on  wheth- 
er damages  for  age  discrimination,  cur- 
rently taxable,  should  be  viewed  as  be- 
ing similar  to  tax-free  claims  for 
discrimination  based  on  sex,  race,  or 
disability.  The  Supreme  Couit  hears  ar- 
guments on  Mar.  27  on  this  question. 
Still,  even  in  the  face  of  such  uncer- 
tainties, these  idled  employees  aren't 
backing  dovwi.  "We'll  go  to  the  Supreme 
Court  if  necessaiy,"  says  Aronoff.  And 
why  not?  The  trip  would  only  cost  each 
of  them  $600. 

By  Linda  Hbnelstein,  mtk  Ira  Sager 
in  New  York  and  Keith  H.  Hammonds 
in  Salt  Point,  N.  Y. 
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INVENTORS 


INSPIRATION,  PERSPIRATION- 
OB  MANIPULATSON? 

Critics  say  Jerome  Lemelson  abused  patent  laws  to  cash  in 


On  Mar.  29,  Washington's  Smith- 
sonian Institut'  fn  will  host  a  gala 
event  with  ul  the  trappings  of 
the  Nobel  I'rize  ceremonies  in 
Stockholm.  The  occasion  will  mai-k  the 
presentation  of  the  first  "Nobel"  for 
U.  S.  inventors:  the  Lemelson-MIT  Prize, 
a  $500,000  annual  award  funded  by  Je- 
rome H.  Lemelson,  a  private  inventor. 
Scores  of  dignitaries  from  industiy,  gov- 
ernment, and  academia  will 
gather  to  honor  the  automo- 
tive engineer — his  identity  is 
now  a  secret — picked  by  a 
Massachusetts  Institute  of 
Technology  committee  as  the 
best  American  inventor  of 
1995. 

Behind  all  the  expectant 
smiles,  however,  swirls  an  ugly 
controvei-sy.  It  stems  fi'om  the 
source  of  the  new-found 
wealth  that  enabled  Lemelson 
to  create  the  prize:  a  $500  mil- 
lion windfall  from  a  patent 
that  covei's  automated  system^ 
for  reading  bar-code  labels. 
These  systems  have  become  ;i 
mainstay  in  industiy  for-  track- 
ing the  flow  of  parts  in  facto- 
ries and  the  movement  of  fin- 
ished goods  in  the  distribution 
chain — and  for  totaling  pur- 
chases at  supermarket  check- 
out stands.  Yet  Lemelson  was 
granted  a  patent  in  1992,  neai- 
ly  four  decades  after  he  filed 
the  application  in  1954. 

Tlie  companies  that  use  and 
make  bai-code  reatling  systems 
ai'e  incensed  at  the  prospect 
of  paying  royalties  on  such  a 
mature  technology.  They're 
among  the  critics  who  charge 
Lemelson  with  manipulating 
the  U.  S.  Patent  &  Trademark 
Office  to  get  "submarine"  pat- 
ents. The  game  that  Lemelson 
and  a  few  others  jjractice,  de- 
tractors assert,  involves  inten- 
tionally delaying  patents — by 
periodically  filing  changes  and 
amendments — until  the  tech- 
nology is  worth  far  more  than 
it  would  have  been  had  the 
patents  been  issued  earlier. 


Lemelson  ai'gues  that  his  critics  are 
exaggerating  to  soften  resistance  to  pat- 
ent refoiTn.  He  points  out  that  the  tech- 
nology in  his  bar-code  patent  was  cov- 
ered by  related  patents  that  he  won  18 
to  20  years  ago  and  that  several  compa- 
nies hcensed  those  patents.  There  is  ev- 
idence to  back  Lemelson.  Ronald  J.  Ri- 
ley, an  inventor  in  Grand  Blanc,  Mich., 
hired  a  patent  attorney  to  check  into 


LEMELSON 
HAS  ALMOST 
SOO  PATENTS 


THE  FUROR  OVER  SUBMARINES* 


Is  inventor  Jero  me  Lemelson  a  cha  mp  of  the  so-called 
submarine  patent?  The  technique  allows  inventors  to 
prolong  for  years  the  life  of  their  patents  by  making  peri- 
odic changes  to  their  patent  applications.  A  provision  in 
the  GATT  treaty  would  eliminate  the  practice. 


PADDED  ROYALTIES? 


HIS  DEFENSE 


In  1992,  Lemelson  was 
granted  a  patent  that  cov- 
ers computer-read  bar 
codes — 38  years  after  he 
filed  it.  He  has  collected 
$500  million  in  royalties 
and  license  fees  from  Jap- 
anese and  European  auto 
makers.  U.S.  carmakers 
have  refused  to  pay,  and 
Lemelson  is  suing  them. 


Lemelson  blames  most  of 
the  delays  of  his  bar-code 
patent  on  the  U.S.  Patent 
&  Trademark  Office.  He 
and  other  inventors  argue 
that  GATT  will  cut  the  pro- 
tected lifespans  of  the 
most  important  inventions, 
since  winning  a  patent  on 
a  major  breakthrough  can 
take  several  years 


Lemelson's  bar-code  patent.  The  lawyer 
found  that  Lemelson's  revisions  ac- 
counted for  fewer  than  three  of  the  3^ 
years  it  took  the  patent  to  be  gi-anted, 
"But  the  people  who  cite  me  for  subma-i 
rine  patents  don't  bother  to  tell  youj 
that,"  Lemelson  says.  "Besides,  ifs  ab-j( 
surd  to  think  that  I'd  delay  a  patent^ 
until  this  age."  Lemelson,  who  lives  in 
IncUne  Village,  Nev.,  wUl  turn  72  in  July. 

Camiakei's  were  Lemelson's  initial  tar- 
get for  back  royalties,  because  the  world- 
wide auto  industiy  now  relies  heavily 
on  bai-coding.  Detroit's  Big  Three  dug  in 
their  heels  and  have  refused  to  pay. 
Lemelson  is  suing  them.  But  most  Japa- 
nese and  European  auto  makei"s,  includ- 
ing Honda,  Toyota,  bmw,  and  Volvo 
signed  a  multipatent  package  deal,  ac- 
counting for  the  bulk  of  Lemelson's  $500 
million  bonanza. 
TRADE  SECRETS.  It's  a  rela 
tively  modest  price  to  pay  for 
the  auto  makers.  But  that's 
not  to  say  they're  happy.  In 
fact,  the  Lemelson  patent 
fanned  long-standing  efforts 
by  foreign  companies  and 
U.  S.-based  multinationals  to 
change  the  U.  S.  patent  sys 
tern  and  bring  it  more  in  line 
with  those  of  Europe  and  Ja- 
pan. Since  Congress  has  re- 
peatedly ignored  such  propos- 
als, the  reformers  made  an 
end  run  around  Capitol  Hill 
and  got  a  remedy  included  in 
the  General  Agreement  on 
Tariffs  &  Ti-ade.  When  gatt 
takes  effect  in  June,  U.  S.  pat- 
ents will  be  vahd  for  20  years 
from  the  date  an  application 
is  filed,  not  for  17  years  from 
the  date  they  are  granted. 
"The  main  reason ...  is  to  elim- 
inate the  problem  of  subma- 
rine patents,"  says  John  J. 
Kloko,  associate  general  coun- 
sel at  DuPont  Co. 

The  Patent  Office  also  is 
moving  to  publish  patent  ap- 
plications within  18  months  of 
their  filing  date  instead  of 
keeping  them  confidential  un 
til  a  patent  is  allowed.  This 
is  to  ensure  that  new  tech 
nology  enters  the  public 
realm  quickly.  Both  of  these 
provisions  are  common  in  oth- 
er developed  countries — but 
are  strenuously  opposed  by 
many  inventors  and  biotech- 
nology companies.  They  fear 
what  the  changes  might 
bring.  "In  Europe  and  Ja- 
pan, individual  inventors  are 
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ire  almost  nonexistent,"  says  Riley. 

Were  it  not  for  the  uniqueness  of 
Ameiica's  patent  system,  Lemelson  won- 
iers  if  he  might  still  be  tinkering  in  a 
parage.  In  the  early  days  of  his  40-year 
career  as  a  lone  inventor,  Lemelson 
icrimped  by,  acting  as  his  own  patent  at- 
;omey  while  his  wife,  Dorothy,  kept  food 
)n  the  table  as  an  interior  decorator. 
He  started  out  dreaming  up  new  toys, 
ncluding  a  Velcro  dait-board  game  and 
i  sticky  "putty"  that  kids  could  use  to 
ift  a  printed  pictm-e  and  apply  it  to  an- 
other surface. 

TECHNO-WONDER.  In  the  1960s  his  pat- 
;nts  included  technology  for  magnetic 
•ecording,  fax  machines,  and  in  1967,  a 
;oy  vehicle  that  ran  on  bendable 
;racks — the  subject  of  a  22-year  legal 
Dattle  with  Mattel  Inc.  over  its  Hot 
iVheels  toy,  introduced  in  1968.  Lemel- 
son won  the  case  in  1989,  but  it  was 
ater  reversed. 

One  of  Lemelson's  major  coups  came 
n  1974,  when  Sony  Coip.  bought  a  U- 
lense  to  his  touch-controlled  tape  drive 
br  its  Walkman  tape  recorders.  AH  told, 
Lemelson  has  notched  some  500  U.  S. 
patents — making  him  No.  4  on  the  in- 
/ention  hit  parade,  after  Thomas  A.  Ed- 
son,  Elihu  Thomson,  and  Edwin  H. 
Land.  And  at  his  typical  rate  of  a  new 
patent  every  month,  he  could  soon  top 
Polaroid  Coip.'s  Land,  who  has  racked 
ip  533. 

Lemelson  is  sympathetic  to  other  in- 
Jependent  inventors,  but  he  would 
•eally  prefer  to  remain  aloof  from  the 
)olitics.  So  he  is  concentrating  on  various 
efforts  to  promote  an  entrepreneurial 
;pii-it,  especially  among  college  students, 
ind  to  i-aise  public  awai'eness  of  the  con- 
tributions that  inventors  have  made  to 
\merican  industry.  And  the  Lemelson- 
viiT  Prize  is  just  small  change.  So  far, 
le's  dipping  into  his  piggy  bank  for  $15 
■nillion  in  awards. 

There's  a  $6  million  gift  to  mix  over 
:hi-ee  years  to  fund  a  Lemelson  Chair, 
)rganize  Entrepreneurial  Teams  of  stu- 
ients  to  work  on  real-world  innovations, 
md  provide  all-expense  scholarships  of 
ap  to  $30,000  a  year.  "The  idea  is  to 
"natch  what  the  schools  pay  star  ath- 
etes,"  he  says.  A  quintet  of  Massachu- 
setts colleges,  headed  by  Hampsliire  Col- 
ege,  is  getting  $3.2  million  to  develop 
setter  ways  of  teaching  innovation  and 
;o  nurtui'e  budding  inventors.  And  soon, 
Lemelson  hopes  to  announce  that  the 
Smithsonian  will  house  a  Lemelson  cen- 
ter of  innovation,  which  he'll  ftmd  with 
?5  million  over  five  years. 

"Without  doubt,  I'm  the  most  success- 
iil  inventor  in  histoiy,"  Lemelson  says. 
And  he  gives  absolutely  no  thought  to 
"etirement.  So,  if  he  eclipses  Land's  533 
3atents,  there's  always  Thomson's  696. 

By  Otis  Port  in  New  York 


BIOTECH 


A  BOOSTER  FOR 
GENE  THERAPY 

Thanks  to  a  broad  new  patent, 
investors  can  rest  a  bit  easier 


Like  most  of  the  biotech  industry, 
gene  therapy  has  had  a  wild  ride  on 
Wall  Street.  Advances  in  the  ability 
to  slip  genes  into  cells  have  given  rise 
to  the  tantalizing  prospect  of  being  able 
to  fight  eveiything  from  cancer  to  cystic 
fibrosis.  But  last  year,  the  shares  of  the 
small  companies  trying  to  exploit  the 
new  technology  plunged.  Investors  real- 
ized how  daunting  the  road  from  lab  to 
product  is — and  how  hard 
it  is  to  predict  which  com- 
pany, if  any,  will  end  up 
owning  key  technologies 
and  techniques. 

Now,  some  of  these  is- 
sues are  starting  to  settle 
out.  On  Mar.  21,  the  Pat- 
ent &  Trademark  Office  is- 
sued the  fii'st  majoi'  gene 

therapy  patent  to  three  pi-  unSlU'e  llOW  big  a 

"nToh"?!  "et  *f  victon'GTI  has  won 

Health.  And  under  the 
terms  of  a  1990  technology-transfer 
agi'eement,  the  patent  is  automatically 
licensed  to  Genetic  Therapy  Inc.  (gti)  of 
Gaithersburg,  Md.,  one  of  the  fii'st — and 
largest — gene  therapy  companies.  "This 
is  the  best  thing  that  can  hapj^en  to  gene 
therapy,"  says  lead  inventor  and  gti  co- 
founder  W.  French  Anderson.  With  pat- 
ent protection  in  place,  he  predicts,  "mon- 
ey will  begin  to  flow  back  in." 

Into  GTI  in  paiticulai'.  The  patent  is  so 
broad  that  many  experts  are  comparing 
it  to  the  1976  patent  on  gene  splicing  is- 
sued to  Stanford  University  and  the 


IMPACT  PENDING 

The  patent  may  be 
too  sweeping  to  be 
enforceable,  and 
many  investors  and 

GTI  rivals  are  still 


DNA  DOC:  GTI  co- 
founder  Anderson 

University  of  Califor- 
nia at  Berkeley.  It 
covers  all  products 
based  on  so-called 
ex  vivo  therapy — the 
idea  of  taking  cells 
out  of  the  body,  add- 
ing new  genes,  then 
putting  the  cells  back 
in  to  tackle  diseases. 
GTi's  stock  jumped 
17.6%,  to  $10,  on  the 
day  of  the  news — a 
^jr<  '^^^M  sizable  hike,  though 
\  '"^^^l  ftu'  from  huge  by  bio- 
..V.^     .JHH  tech  standards. 

The  reason:  Many  investors  and  GTi 
rivals  still  are  unsure  how  big  a  victoiy 
GTI  has  won.  "It's  not  as  clear-cut  as 
anyone  would  have  you  believe,"  warns 
Hal  Broderson,  co-founder  of  Rockville 
{Md.)-based  gene  therapy  startup  Gen- 
Vec  Inc.  For  one  thing,  the  Patent  Of- 
fice has  blundered  recently,  issuing 
broad  patents  for  multimedia  software 
and  plant  genetic  engineering  that,  after 
strong  protests,  were  withdrawn,  ceo 
Robert  T.  Abbott  of  Viagene  Inc.,  a  San 
Diego  gene  therapy  fii-m,  suggests  the 
GTI  patent,  too,  may  be  so  broad  it's 
unenforceable.  If  so,  he  says,  "the  long- 
term  commercial  impact  will  be  small." 

Perhaps  more  important,  research  is 
rapidly  evolving  away  from  gti's  ap- 
proach. Companies  working  on  ex  vivo 
approaches  may  have  to  license  the  gti 
patent,  but  the  industry  is  moving  to- 
ward "in  vivo"  methods — injecting  genes 
directly  into  the  body. 
That  isn't  covered  in  the 
new  patent. 

The  situation  is  compli- 
cated by  patents  already 
held  on  bits  and  pieces  of 
gene    thei'apy.  Somatix 
Therapy  Coi"p.,  for  exam- 
ple, has  rights  to  a  few 
types  of  cells,  and  lots 
more  patents  ai'e  pending. 
By  the  time  ]:)roducts  come 
out,  every  company  will 
have  to  assemble  a  portfo- 
lio of  patents,  some  licensed  fi'om  others, 
predicts  SomatLx  Chief  Financial  Officer 
Mai-k  N.  K.  Bagnall. 

Still,  many  gti  rivals  are  happy  the 
government  is  issuing  broad  patents  for 
gene  therapy — even  if  they  mostly  ben- 
efit GTI  now.  "It's  a  veiy  positive  signal," 
says  Lisa  J.  Raines,  vice-president  of 
Genzyme  Corp.  in  Cambridge,  Mass. 
But  given  the  continuing  doubts  about 
the  imphcations  of  the  GTI  patent,  the 
wild  ride  for  investors  may  not  be  over. 

By  John  Carey  in  Washington,  with 
Joan  O'C.  Hamilton  in  San  Francisco 
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BASEBALL 


LET'S  SEE  THE  OWNERS 
PITCH  THEIR  WAY  OUT  OF  THIS 

If  they  don't  compromise  now,  it  could  cost  them  big 


In  baseball,  it's  called  a  pickle.  A  loin- 
ner,  fooled  by  a  good  pick-off  move, 
gets  trapped  between  bases.  He  can't 
go  to  second  or  he'll  be  thrown  out. 
And  he  can't  retur-n  to  fii'st,  where  the 
ball  is  waiting.  Either  way,  he's  stuck. 

Basebiill's  ownere  look  to  be  caught  in 
a  pickle  of  their  own  design.  Any  day 
now,  the  National  Labor  Relations 
Board  is  expected  to  seek  a  federal 
court  injunction  in  New  York  against 
the  owners,  based  on  an  nlrb  finding 
that  the  owners  used  unfair  bargaining 
practices.  If  granted,  the  court  order 
would  restore  the  salary  structure  in 
place  under  baseball's  last  rati- 
fied contract,  prompting  Major 
League  playere  to  end  their  sev- 
en-month-old walkout.  It  also 
would  set  up  a  potentially  costly 
confrontation. 

JUST  ONE  OUT.  If  the  owners  let 
the  players  back  into  the  stadi- 
ums on  opening  day,  Apr.  2, 
they'll  lose  much  of  the  lever- 
age they've  built  up  in  bargain- 
ing. But  if  they  lock  out  the 
players'  union,  as  Boston  Red 
Sox  CEO  John  Harrington  has 
threatened,  the  ownei-s  eventual- 
ly could  have  to  fork  out  $5.5 
million  a  day  in  players'  sala- 
ries— and,  possibly,  triple  damag- 
es on  top  of  that.  The  reason: 
Labor  law  typically  forbids  lock- 
outs if  employers  have  bar- 
gained unfairly.  "A  lockout  runs 
the  risk  of  back  pay,  and  the 
clubs  will  be  apprised  of  that," 
says  Charles  P.  O'Connor,  the 
league's  chief  labor  lawyer. 

The  owners  have  one  viable 
out:  compromise  before  the 
NLRB  ci-unch.  Having  wrung  n 
jor  concessions  from  the  unii.n 
since  last  August,  the  club  own- 
ers still  would  come  out  ahead 
even  if  they  agreed  to  a  deal 
that  doesn't  give  them  evei'v- 
thing  they  want.  Ballplayers, 


anxious  about  losing  a  full  season  in 
pay,  are  eager  to  avoid  an  opening  day 
showdown.  As  a  result,  the  two  sides  fi- 
nally have  negotiated  their  way  into  the 
same  ballpark.  In  the  past  month,  the 
players  have  given  in  to  the  owners' 
demand  for  a  mechanism  to  restrain  sal- 
ary growth.  And  the  owners  have 
ditched  the  salaiy-cap  appi'oach  in  favor 
of  the  union's  idea  of  a  luxuiy  tax  on 
teams  with  high  payrolls. 

But  the  owners  still  are  haunted  by 
past  overaggressiveness.  In  December, 
they  declared  talks  to  be  at  an  impasse 
and  ended  the  existing  salaiy  arbitration 


and  free-agency  bidding  systems.  In 
their  place,  the  clubs  imposed  the  salarj' 
'cap  they  wanted.  Two  months  later,  the 
NLRB  warned  owners  that  they  prob- 
ably had  illegally  jumped  the  gun  be- 
cause the  two  sides  didn't  seem  to  be  at 
an  impasse  as  federal  law  requires. 

The  owners  have  been  dancing  at  the 
edge  of  the  law  ever  since.  They 
dumped  the  salai-y  cap  after  the  nlrb 
warning  but  refused  to  reinstate  the 
old  system.  Finally,  on  Mar.  14,  the 
nlrb's  general  counsel  recommended 
that  the  agency  seek  a  court  injunction 
to  restore  the  old  system  while  talks 
continue.  League  lawyer  O'Connor  says 
the  NLRB  is  misguided.  The  players  say 
that  the  nlrb  has  sided  with  the  right 
team.  "This  is  not  a  good  situation  for 
the  clubs,"  says  Gene  Orza,  an  in-house 
lawyer  for  the  union. 
ON  THE  HOOK.  Although  the  owners 
continue  to  talk  tough,  locking  out  play- 
ers after  an  nlrb  injunction  would 
heighten  their  risk  dramatically.  If  the 
NLRB  finds  the  lockout  illegal, 
the  league  could  be  on  the  hook 
for  players'  salaries  totaling 
some  $1  billion  for  the  season. 
That  amount  could  be  tripled  if 
the  lockout  also  was  found  to 
have  violated  the  old  contract's 
anticollusion  clause.  "If  they  got 
stuck  with  back  pay  and  still 
had  to  reinstate  the  old  rules, 
it  would  be  a  colossal  failure," 
says  Gerald  W.  Scully,  a  Univer- 
sity of  Texas  management  pro- 
fessor and  the  author  of  a  book 
on  the  economics  of  baseball. 

The  irony  is  that  the  two 
sides  aren't  that  far  apart  any- 
more. The  union's  latest  propo- 
sal calls  for  a  league  tax  of  25% 
on  any  club  whose  payroll  ex- 
ceeds the  average  for  the  league 
by  more  than  33%.  The  owners 
have  countered  with  a  50%  tax 
on  clubs  that  exceed  last  year's 
average  of  .$40.7  million  per 
club.  That  sounds  pretty  close, 
but  "everything  is  relative," 
says  O'Connor.  "And  these 
aren't  average  people — on  ei- 
ther side."  True,  this  is  base- 
ball. But  even  in  this  strange 
■7  business,  logic  eventually  should 
triumph  over  emotion. 

By  Aaron  Ber-nstein 
  in  New  York 


Owners  may  end  up  owing  $1  billion  in  back  pay-and 
that  could  triple  depending  on  further  NLRB  rulings 
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Our  plain  paper  fax  machine 
options  aren't  optional. 


If  you've  been  waiting  for  the  right  moment 
to  buy  a  plain  paper  fax,  this  is  it.  Now,  for 
a  limited  time,*  the  fax  options  you  want 
most  are  free. 

What's  more,  Canon  LASER  CLASS* 
fax  machines  continue  to  save  you 
money.  That's  because 
tfie  major  cost  of 
owning  a  fax 
machine  isn't  buying 
it,  it's  using  it.  And  Canon 
LASER  CLASS  fax  machmes 
have  features  that  reduce  labor 
and  line-time  costs  so  much  they 
are  the  least  expensive  plain 


paper  fax  machines  you  can  own.  No  wonder 
Canon  received  an  Editor's  Choice  award  from 

What  to  Buy 
for  Business. 
And  there's 
one  more 
money-savmg 
offer  It's  the 
free  Fax 
Decision 
Maker's  Kit  to 
help  you  decide 
which  fax 
machine  will 
save  you  the  most  money. 

LASER  CLASS  is  a  registered  trademark  of  Qnon  Inc.  "This  offer,  wliich  runs  from  1  i  l>rii,in  I  lu  May  31, 1995,  applies  to  the  LASER  1.1  ASS  WOO,  5fllO,  711011  and 
7500  and  to  the  FAX-L777  and  FAX-L79fl.  Offer  varies  based  on  model  purchased.  Available  only  in  the  U.S.  Local  dealer  prices  mav  vary. 
Canon  U.S.A.  does  not  warrant  or  endorse  third-party  software.  ©1 995  Canon  U.S.A.,  Inc. 


For  your  copy  and  more  information, 
call  1-800-OK- CANON.  At  Canon, 
saving  money  isn't  optional.  It's  built  in. 


LASER  CLASS. 

RL  A  I  M     RAREH     F  AC  S  t  M  t  L  E 


Canon 


INTBODUCING  THE  BIGGEST 
REVOLUTION  IN  COMMERCE 
SINCE  THE  800  NOMBER. 


-  q 
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WebFORCEtrom 
Silicon  Graphics. 

The  Interne!  The  World  Wide  Web 
Evervfoody's  talking  about  it  What  are 
you  doing  about  it''  For  less  than  the 
cost  of  producing  a  color 

brochure,  you  can  put  an 
"^y^vyt^j}^^^  interactive  multimedia 
'^'^^^^f^^^S^   presentation  online.  24- 
'iSi^^'^W^^  hours-a-day  And  keep  it 
current  Or  actually  conduct  business 
electronically  and  securely 
WebFORCE '  solutions  from  Silicon 
Graphrcs  are  making  all  this  possible  — 
with  tools  for  creating  the  most  compelling 
Web  pages  and  powerful  serving  software 
from  Netscape  Communications ' 
Join  the  revolution  For 
more  information  on 
WebFORCE,  visit  us  at 
Imp  //www  sgi  com 
or  it  you  must,  call  us  at 
l-800-800-7Wir  dept  D400 


THE  NEW  FORCE  IN  COMPUTtNG 


1995  Silicon  Graphics,  Inc  All  nghts  i 


Silicon  Grapitics 

•Outside  the  U  S .  call  (415)  330-2710- 

'sefveiJ  Silicon  Gfaptiics  is  a  registered  l/ademark,  ana  the  Silicon  Graphics  logo,  WebFORCE.  and  The  New  Force  in  Computing  are  trademarks  ot  Silicon  Graphics.  Inc 
Nei&cape  Communications  and  Netscape  are  trademarks  of  Netscape  Communications  Corporation. 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


THE  SHORT  LIST  OF 
KMART  CONTENDERS 

ATOP  KMART'S  shopping  LIST: 

a  new  CEO.  Embattled  execu- 
tive Joseph  Antonini  resigned 
on  Mar.  21,  nine  months  after 
a  shareholder  revolt  at  the 
annual  meeting.  One  possible 
replacement  is  Ronald  Floto, 
a  Kmart  executive  vice-pres- 
ident who  was  elevated  to 
interim  chaimian  of  the  com- 
pany's executive  committee. 
Other  candidates:  Michael 
Bozic,  CEO  of  Hills  Stores, 
and  Robert  Nakasone,  presi- 
dent of  New  Jersey-based 
Toys  'R'  Us  and  a  onetime 
protege  of  Kmart  Chairman 
Donald  Perkins.  Whoever 
wins  likely  will  have  an  easi- 
er time  than  Antonini.  Kmart 
already  has  axed  neai"ly  1,000 
workers  from  its  headquar- 


HOOP  DREAMS 

When  rumors  began  on  Mar.  9 
that  an  underwhelming  base- 
ball talent  named  Michael 
Jordan  was  returning  to  the 
Chicago  Bulls,  Wall  Street 
smiled  on  companies  whose 
products  His  Airness  endors- 
es, By  Jordan's  Mar.  20  debut, 
shares  of  Nike,  McDonald's, 
Quaker  Oats,  Sara  Lee,  and 
General  Mills  had  enjoyed 
a  combined  spike  of  near- 
ly 4%.  Now  that  Jordan  is 
back,  though,  Michael- 
mania  has  cooled  off. 


ters  staff  and  sold  off  special- 
ty businesses  such  as  Sports 
Authority  and  OfficeMax. 


ONE  MORE  SWIPE 
AT  THE  PENTIUM 

LITTLE  BY  LITTLE,  INTEL  IS 

losing  its  microprocessor 
monopoly.  Compaq  Computer 
is  expected  to  announce  as 
early  as  Mar.  27  that  a  futiu'e 
personal-computer  line  will 
use  the  only  existing  challeng- 
er to  Intel's  Pentium — a  chip 
made  by  tiny  NexGen  of  Mil- 
pitas,  Calif.  An  investor  in 
NexGen,  Compaq  would  be 
the  fii'st  big  PC  maker  to  use 
its  chip,  though  it  also  will 
use  Advanced  Micro  Devices' 
upcoming  Pentium  rival.  In- 
tel's preemptive  strike:  A 
faster  Pentium  on  Mai'.  27. 


NOW  YOU  CAN  BE 
A  RUBBER  BARON 

WANT  TO  BUY  A  RUBBER  COM- 

pany?  Gates  is  looking  for  a 
buyer  for  its  Gates  Rubber 
subsidiaiy,  the  world's  largest 
makei'  of  automotive  and  in- 
dustrial belts  and  hoses.  Fam- 
ily-owned Gates,  which  had 
revenues  of  $1.46  billion  last 
year — vutually  all  of  it  from 
Gates  Rubber — will  hold  on 
to  an  energy  company,  some 
Colorado  real  estate,  and  its 
10,000-acre  A-Bar-A  guest 
ranch  in  Encampment,  Wyo. 
Now  run  by  Charles  Gates, 
son  of  the  founder.  Gates  has 
no  third-generation  heir  ap- 
parent. The  company  is  look- 
ing for  a  tax-fi'ee  stock  swap. 


NEXTONiVm 
THE  MCI  YEARS' 


MAR  8,  '95  MAR  21 

AINOEX  MAR  8,  1995=100 
INDEXED  STOCK  PERFORMANCE  OF  FIVE  COMPANIES 
WITH  PROMOTIONAL  TIES  TO  MICHAEL  JORDAN 
DATA  BLOOMBERG  FINANCIAL  MARKETS 


CAN  WE  LOOK  FORWARD  TO  A 

Ken  Burns  docuinentary  on 
the  history  of  telephony? 

On  Mar.  23,  MCi  Com- 
■^^■^i^^  munications,  the  na- 
'  - "  tion's  No.  2  long-dis- 
tance telephone  company,  was 
set  to  announce  that  it  would 
form  a  joint  venture  with  the 


HEADtlNER:  NOBUYUKI  iDEI 


AN  IDEI  WHOSE  TIME  HAS  COME 


"It  was  a  bolt  from  the 
blue,"  said  Nobuyuki  Idei 
No  kidding.  When  Idei 
was  formally  tapped  to 
be  president  of 
Japan's  giant 
Sony  on  Mar.  22 
he  leapfrogged 
no  fewer  than 
nine  executives 
above  him. 

Current  Sony 
President  Norio 
Ohga  had  been  ex 
pected  to  choose  an  heir 
this  year  as  he  nears  re- 
tirement. But  few  expect- 
ed Idei  to  win.  Though  a 
product-design  whiz  who 
masterminded  such  hits  as 
Sony's  original  compact- 
disk  player  and  the  Play- 
Station game  machine,  the 
57-year-old  Idei  knows  lit- 
tle about  music  or  films. 


"He  couldn't  take  up  the 
conductor's  baton  at  a  soft- 
ware company  tomorrow," 
Ohga  acknowledged  at  a 
briefing,  "but  I'm 
sure  he  can  get 
the  knack  of  it." 

Indeed, the 
feisty  and 
hard-charging 
Idei  is  known 
as  a  quick  study. 
An  economist  by 
training,  he  spent 
nine  years  in  Europe  and 
is  fluent  in  English.  He 
says  he  knows  how  to  talk 
to  Sony  America  ceo  Mi- 
chael Schulhof  and  key  ex- 
ecs at  Sony's  troubled  Co- 
lumbia Pictures.  And  he'll 
have  help:  Ohga  stays  on 
as  ceo  after  Idei's  appoint- 
ment takes  effect  Apr.  1. 

By  Lari'y  Holyoke 


cash-strapped  Public  Broad- 
casting System  to  develop 
programming  for  public  TV 
and  other,  interactive,  media. 
Under  terms  of  the  airange- 
ment,  MCl  says  it  will  invest 
at  least  $15  million  in  the 
venture  over  the  next  five 
years.  For  the  phone  compa- 
ny, it's  a  step  toward  being  a 
content  provider,  in  addition 
to  acting  as  a  distributor  of 
information.  Its  first  pro- 
gi'ams  could  be  ready  to  air 
as  soon  as  next  year. 

A  BIG  DENTIN 
NEW  STEEL  MILLS? 

NUCOR'S  MAR.  20  PRICE  CUT 

could  signal  far  more  than 
the  end  of  steel's  two-year- 
old  bull  market:  It  may 
undercut  financing  for  sever- 
al new  mills  planned  for  later 
this  decade.  Following  word 
of  Nucor's  intentions  to  re- 
duce flat-rolled  steel  prices 
5%,  steel  stocks  hit  12-month 
lows.  That  won't  help  Pitts- 


burgh startup  WorldClass 
Steel,  which  plans  to  build 
the  fii'st  new  mill  in  the  area 
since  World  War  II.  It  al- 
ready has  missed  its  self-im- 
posed St.  Patrick's  Day  dead- 
line for  raising  $440  million, 
and  steel  sources  say  a  chief 
lender,  Mellon  Bank,  won't 
advance  $235  million  unless 
WorldClass  finds  a  big  part- 
ner. Another  Pennsylvania 
startup,  BRW,  still  seeks  a 
cheap  caster  The  silver  lin- 
ing: Fewer  new  mills  means 
lower  capacity — and  less  glut. 

ETCETERA.  ■■ 

■  Pay-cut  targets:  Lotus  De- 
velopment's Jim  Manzi,  Sa- 
lomon's Robert  Denham. 

H  Tampon  maker  Playtex 
agreed  to  sell  a  40%  interest 
to  a  group  for  $180  million. 

■  Loral  will  acquire  Unisys' 
defense  and  aerospace  oper- 
ations for  $862  million. 

■  Could  it  be?  ual  said  1995 
costs  are  coming  in  below  ex- 
pectations. Its  stock  jumped. 
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When  was  the  last  time  the  Britisli 


Ouch  uncoiitiT)lled  festivity  is  .ictiially 
niDrc  than  uiuierstandable 

Not  merely  beeause  the  V)^)5  Ranj^e 
Rover  4.0  SE  is  the  first  entirely  new 
Range  Rover  in  25  years.  Hut  also 
beeaiise  there's  never  been  a  vehiele 
quite  so  extraordinary. 

Ot't'-road,  its  niassi\'ely  pov\eifiil  new 
4.0-liter  \'<S  engine,  along  with  sei'ond- 
generatif)n  eleetronie  traetion  eontrol 
and  all-terrain  ^M5S,  makes  it  even  easier 


tiiari  e\'er  to  graeetiilK'  conc|uer  minor 
obstaeles. 

Like  (niatemala. 

i\nd  on-road,  the  new  Range  Rover 
not  only  puts  other  4x4's  to  shame,  it 
also  oiit-amenities  other  luxury  ears. 

With  remote-aetivated  memory  seats 
that  adjust  themselves  before  yf)u  e\'er 
open  tile  door. 

With  dual-eontrol  air  eonditioning 
tiiat  e\  en  filters  out  pollen. 


And  with  a  new  hydrauiie  lifting 
system  that  makes  everything  from  thf 
bonnet  to  the  tailgate  as  easy  to  open 
as  a  eharge  aeeount. 

There's  also  a  message  eenter  that 
displays  ISO  different  warning  and 
informati(jn  messages.  This  Range 
Ro\  er  e\'en  warns  you  w  hen  iey  eondi 
tions  are  likely. 

There's  a  seeurity  s\  stem  designed 
to  keep  the  doors  loeked. 


'.-■wvERESPONjieivOFf  SOAD-M'jwr,  jsjoon  ir-ri  hea'EP  ppfp  but  ExnnnE'.  rifJirlAlirm  ,-.  mr  ur-rwirf.  n«'.  irft  iv. nmon'.  AriiiAi  i-re  e  i.  - 1 ,  .ir  e  ,r,|., 

ere  this  excited  about  anything? 


E\'en  if  the  windows  are  broken. 

And  needless  to  s;iy  (although  we're 
lying  it  anyway),  there's  a  totally  new 
;vel  of  opulenee,  quiet,  eomfort,  and 
isolation  that  lets  you  feel  eompletely 
ampered. 

The  faet  is,  from  dual  airhags  to  the 
ange  Rover's  unique  electronic  air 
ispension,  we  rethought,  redesigned, 
nd  upgraded  virtually  100%  of  every 
.'Stem,  and  e\'ery  last  feature  and 


function  in  the  Range  Ro\'er,  to  create 
the  Range  Ro\'er  4.0  SE. 

Of  course,  in  addition  to  all  (jf  its 


other  changes,  the  new  19<)5  Range 
Ro\'er  also  comes  with  a  new  price  tag 
ofS54,000: 

To  understand  why  many  people 
already  consider  this  a  reasonable  price 
for  a  \'ehiclc  so  exceptional,  we  urge 
you  to  call  l-8()0-FlNE  4\\T)  for  the 
dealer  nearest  you. 

After  all,  it's  entirch'  possible  we  mav 
not  come  out  with  another  new  Range 
Ro\  er  until  2020. 


'li-ays  use  your  sculhclts.  SKS/, urines  ninuc  ,1,,  u<n  luui  utc  sufficient  prntcvluin. 


The  I  Jt^^.-^i  &i  tl  of 

targeted  investing 


Targeted  investing:  It's  about  breaking  the  economy 
down,  industiy  by  industry.  It's  about  going  after  the 
growth  of  an  industiy  in  a  sector  fund.  It's  about  giving 
your  portfolio  what  it  may  need  to  be  more  diversified. 
It's  about  Fidelity  Select  l\)rtf()lios". 

The  power  to  target  the  next 
potential  growth  sector. 

Fidelity  Selects;  are  focused  stock  funds,  each  zeroing  in 
on  a  different  industiy  You  have  a  choice  of  35  sectors, 
which  run  the  gamut  from  Automotive  to  Finance,  from 
Health  Care  to  Paper  and  Forest  Products,  and  from 
Technology  to  Utilities  Growth. 

The  beauty  of  Fidelity  Selects  is  that  while  you  pick  the 
industiy,  we  pick  the  stocks.  Our  research  analysts  con- 
stantly scrutinize  the  market  for  the  most  promising 
opportunities.  And  our  portfolio  managers  don't  settle 
for  recommendations;  they  get  to  know  the  companies 
behind  the  stocks. 

The  power  to  diversify  your  portfolio. 

Fidelity  Selects  are  intended  ;us  an  aggressive  comple- 
ment to  your  other  investments;  consider  limiting  their 
role  to  no  more  than  lO'o  of  your  stock  fund  holdings. 
Because  sector  funds  have  a  narrow  focus,  the  stocks 


T 


in  these  funds  tend  to  move  up  and  down  together,  That 
makes  them  more  volatile  than  a  broad-based  stock  fund 
yet  at  the  same  time,  less  volatile  than  the 
stock  of  a  single  company.  ^^^^  /-^-selects 

If  you  can  live  with  the  wider 
swings  of  sector  investing, 
Fidelit}'  Selects  could  be  a  pow- 
erful addition  to  your  portfolio 

The  power  to  pursue  dramatic  returns. 

Pick  the  right  industiy  when  you  invest  in  a  Fidelity  Select 
Portfolio  and  you  may  find  youreelf  riding  an  upswing 
that  can  translate  into  big  returns.  Of  couree,  the  wrong 
choice  can  mean  an  equally  big  loss.  These  funds  are 
aggressive  in  their  search  for  capital  appreciation,  so  their 
share  price  can  be  just  :ls  unpredictable  as  the  market.  And 
you  may  have  a  gain  or  loss  when  you  sell  your  shares. 

Experience  the  power  of  targeted  investing.  For  the 
infonnation  you  need,  pick  up  the  phone  and  ask  for 
the  Fidelity  Selects  New  Account  Kit. 

CaU  1-800-544-3898 

Via  Internet:  http://www.lid-inv.com 


Fidelity's  IRA  Fee  Waivers  Just  Got  Better.  Take  advantage 
of  our  new  IRA  annual  maintenance  fee  waivers.  Call  today  for  details. 


The 


Fidelity  Selects 


FMelity  Investments^ 


4d 

For  more  cnniplete  iiifomuition  on  any  Fidelity  Select  Portfolio,  inckidiiig  charj^es  and  expenses,  call  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or 
send  money  Fidelity  Distributors  (loqioration. 


Washington  Outlook 


EDITED  BY  OWEN  ULLMANN 


THE  COMMERCE  DEPT. 
MAY  BE  A  GONER 


As  the  fii*st  \asionaiy  Commerce  Secretaty,  Herbert  Hoover 
made  the  term  "probusiness"  synonymous  with  the  GOP. 
His  success  at  foi-ging  govemment  partnersliips  with  the 
private  sector  took  him  all  the  way  to  the  White  House. 
Today,  he's  surely  spinning  in  his  grave.  The  department 
Hoover  built  is  on  the  block,  put  there  by  his  own  party. 

In  a  budget-cutting  stampede,  Republicans  want  to  hang  a 
■'For  Sale"  sign  on  the  Herbert  Hoover  Building,  home  of  the 
Commerce  Dept.  But  the  cuirent  Commerce  Secretaiy,  Ron- 
ald H.  Brown,  is  resisting  the  push  to  gut  his 
agency.  He  has  won  raves  ft'om  business  foi' 
transforming  Commerce  from  a  stodgy  back- 
water since  Hoover's  day  into  a  global  export 
promotion  machine. 

So  you  would  think  CEOs  would  be  resisting 
with  Brown,  right?  Not  quite.  Neither'  the  Na- 
tional Association  of  Manufacturers  nor  the 
U.  S.  Chamber  of  Commerce  have  jumped  to 
Commerce's  defense.  That  makes  the  depart- 
ment's future  dicey.  "We'd  like  to  see  something 
constnictive  come  out  of  this,"  says  Richard  E. 
O'Leary,  chaiiTnan  of  MinneapoUs-based  H  En- 
terprises International  Inc.,  an  exporter-  of  con- 
strnction  supplies.  O'Leary,  like  many  execs, 
doesn't  give  a  hoot  if  Congr-ess  shuts  Com- 
merce down — so  long  as  export  promotion  and 
training  for  manufactur-er's  surfaces  elsewhere:  FOR  SALE 
"We  don't  care  where  the  pr-ogTams  ar'e.  We 
want  the  best  ones  to  function  better  at  the  least  cost." 

With  business  sitting  on  the  sidelines,  the  gop  is  sharpen- 
ing the  ax.  Senate  Majority  Leader  Bob  Dole  (R-Kan.)  pro- 
poses abolishing  four  departments,  including  Commer-ce,  to 
save  $70  biUion.  His  rival  for  the  1996  gop  Presidential  nom- 
ination. Senator  Phil  Gramm  of  Texas,  seeks  to  kill  "corpor-ate 
welfar-e"  pr'ogr-ams  at  Commer-ce — the  Economic  Develop- 
ment Administration,  the  Tr-avel  &  Tourism  Administration, 
and  tr-ade  pr-omotion — to  fimd  a  capital-gains  tax  cut.  Senate 


For-eign  Relations  Committee  Chairman  Jesse  Helms  (R- 
N.C.)  wants  the  State  Dept.  to  mn  the  export  pr'ogTams.  And 
House  Budget  Committee  Chair-man  John  Kasich  (R-Ohio) 
embr-aces  Gr-amm's  plan  while  going  him  one  further-:  He'd  gut 
Commerce's  subsidies  for  high-tech  research  and  develop- 
ment. "Giveaways  to  big  business,"  sniffs  Kasich. 

Such  talk  makes  the  Republicans  sound  like  populists,  but 
the  r-eal  motivation  is  pur-e  politics:  Br-own's  mur-ky  personal 
finances  have  tar-nished  his  image  as  the  globe-hopping  trade- 
meister-  CEOs  love,  and  have  made  Commerce 
vulner-able  to  a  budget  assault. 
SHUFFLING.  Even  among  Clintonites,  ther-e's 
talk  of  downsizing  the  department.  On  Mar. 
20,  Commer-ce  Under  Secr-etary  Everett  M. 
Ehr-Uch  proposed  jettisoning  the  Census  Bur-eau 
and  Bur-eau  of  Economic  Analysis,  which  he 
oversees,  so  that  the  government's  far--flung 
,  statistical  services  could  be  consolidated  un- 

;  der-  one  r-oof — pr-obably  outside  Commer-ce. 
"~  "  To  Reinventing  Goveriiment  buffs,  r-eshuf- 

fling  is  overdue.  With  a  $4.2  billion  budget  and 
36,000  employees,  Commer-ce  is  an  amalgam 
of  progr-ams  housed  together-  for  r-easons  long 
for-gotten:  The  National  Weather  Service  coex- 
ists with  the  Patent  &  Tr-ademar-k  Office,  while 
a  national  aquar-ium  is  maintained  in  the  base- 
ment. "Or-ganizational  changes  ar-e  in  order," 
concedes  Xer-ox  Cor-p.  lobbyist  J.  Michael  Far- 
r-en,  chief  of  Commer-ce  trade  programs  in  the  Bush  years. 

How  much  of  Commer-ce  might  actually  be  dismantled? 
Many  downsizing  experts  say  business  would  be  happy  with 
a  new,  lean  Tr-ade  Dept.  that  could  oper-ate  at  a  fraction  of 
cm-r-ent  costs.  After  aU,  the  liighly  r-egar-ded  Office  of  the  U.  S. 
Tr-ade  Repr-esentative  gets  by  with  168  people  and  a  $20 
million  annual  budget.  Given  such  savings.  Commerce's 
biggest  defender  may  be  the  ghost  of  Her-bert  Hoover-. 

By  Dough  IS  Hcn-brecht 


CAPITAL  WRAPUP 


WOMEN  ON  THE  WEB 

►High-tech  House  Speaker  Newt  Gin- 
grich may  be  headed  for  a  nasty  colli- 
sion on  the  Infor-mation  Highway.  A 
group  of  women  appalled  by  Gin- 
grich's radical  rnght  agenda  has  post- 
ed a  bulletin  on  the  Inter-net,  urging 
like-minded  women  to  use  "Third 
Wave"  technology  to  fight  back.  The 
New  York-based  Women's  Leadership 
Network  will  create  a  World  Wide 
Web  page  and  publish  a  daily  hotline 
on  the  Net  to  advocate  more  liberal 
women's  positions. 


COURTING  CHRISTIANS 

►With  their  favor-ed  candidate — Dan 
Quayle — sitting  out  the  1996  race, 
Christian  conservative  activists  are 
tapping  other  gop  Presidential  hope- 
fuls to  promote  their  cause.  Right- 
wing  commentator  Patrick  J.  Buchan- 
an has  signed  up  Christian  Coalition 
field  director  Guy  Rodgers  as  cam- 
paign manager.  Senator  Phil  Gramm 
tapped  fund-raiser  Bob  Heckman  to 
mobilize  the  religious  r-ight.  And  Sen- 
ate Major-ity  Leader  Bob  Dole  hired 
Steve  Scheffler,  a  former  aide  to  tele- 


vangelist  Pat  Robertson,  to  offset 
fear-s  he's  too  moder-ate. 

JUNGLE  WARFARE 

►The  U.  S. -French  export  promotion 
battle  goes  on.  Raytheon  Co.  last  year 
thought  it  had  locked  up  a  $1.2  billion 
Br-azilian  contract  to  provide  surveil- 
lance equipment  to  monitor  ecological 
damage  and  drug  trafficking  in  the 
Amazon  rain  forest.  But  new  U.  S.  in- 
telligence indicates  the  French  are 
pressuring  Brazil  to  scrap  the 
Raytheon  deal  and  award  the 
contract  to  Fr-ance's  Thomson  CSF. 
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MEXICO 


ZEDILLO 
HITS  THE  ROAD 

But  so  far,  his  austerity  package  is  no  crowd-pleaser 


The  Boeing  757  pulled  up  to  the 
Durango  Airport  terminal,  and 
President  Er'nesto  Zedillo  Ponce 
de  Leon  strode  down  the  steps  to 
the  beat  of  a  mihtaiy  band.  The  Mexi- 
can leader  and  his  wife,  Nilda,  walked 
hand  in  hand  to  a  white  bus.  The  simple 
caravan,  escorted  by  just  two  police 
cars,  drove  off. 

Aniving  at  the  Durango  Technologi- 
cal Institute  to  inaugurate  a  running 
track,  Zedillo  spotted  some  students 
who  were  being  barred  from  the  event. 
Ignoiing  waiTung-s  from  seciuity  agents, 
he  yanked  away  the  j^nlice  haiTiere.  "All 


students  were  invited  to  come — let  them 
in,"  Zedillo  ordered. 

What's  going  on  here  is  the  remaking 
of  a  Mexican  President.  After  a  hesi- 
tant, near-disastrous  start,  Zedillo  is  fi- 
nally emerging  from  his  cocoon,  gi~anting 
interviews  and  making  bold  political 
moves,  such  as  ordering  the  an'est  of 
the  brother  of  his  predecessor  on  mui-- 
der  conspiracy  charges. 

It's  about  time.  His  penchant  for  hol- 
ing up  at  his  Los  Pinos  residence  rather 
than  going  out  and  defending  Ms  policies 
contributed  to  the  financial  panic  that 
has  turned  his  first  100  days  in  office 


into  a  nightmare.  He  seems  to  realize 
this  reticence  was  a  mistake.  So  with  a 
tough,  new  austerity  package  in  place, 
he  is  out  selling  it  to  the  counti-y.  "His 
image  was  being  handled  badly,"  admits 
a  senior  aide  charged  with  spmcing  up 
Zedillo's  public  persona.  "We're  tiying 
to  change  that."  The  new  openness 
seems  to  be  helping  Zedillo  shed  the 
aloof  and  unjjolished  image  that  aUenat- 
ed  many  constituents.  After  weeks  of 
rumors  that  he  might  be  ousted,  the 
President's  polls  now  show  that  his  ap- 
proval rating  has  risen  from  30%  to 
about  60%. 

At  the  university,  he  seemed  to 
thrive  on  the  students'  enthusiasm.  He 
happily  donned  a  maroon-and-white 
school  jacket  with  his  name  embroi- 
dered on  one  sleeve  and  leaped  atop  a 
wall  to  address  students.  "It's  true  that 
Mexico  is  facing  grave  economic  prob- 
lems," Zedillo  told  the  crowd.  "But  when 
we,  the  Mexicans,  are  faced  with  diffi- 
culties, we  don't  stand  there  uith  oui* 
arms  crossed.  We  go  to  work:"  he 


WORKING  THE  CROWD:  Presideyit 
Zedillo  /.s  ^Itedding  his  aloof  image 


Zedillo's 
New  Rescue 
Scheme: 
A  Tough  Sell 

IVs  going  to  feel  like 
major  surgery  without 
anesthetic 


AUSTERin  MEASURES 

■             JOB  PROGRAM  1 

PROPOSAL  Raise  VAT  from  10%  to 
15%.  Tighten  credit.  Boost  fuel  prices 

PROPOSAL  $245  million  to  create 
550,000  jobs 

RISKS  Could  create  deep  recession, 
spark  unrest 

RISKS  Layoffs  may  be  much  higher 

BANK  BAILOUT 

PROPOSAL  Raise  $12  billion  to  $14 
billion  through  selling  ports,  rail- 
roads, petrochemical  plants,  telecom 
licenses 

PROPOSAL  $9.4  billion  in  fielp  for 
restructuring  bad  loans,  $3  billion 
for  boosting  bank  capital 

RISKS  May  not  be  enougfi  to  cover 
problem  loans 

RISKS  Investor  interest  may  be  weak 
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;houted,  to  resounding  cheers  of  "Zedil- 
0,  Zedillo,  rah-rah-rah!" 

Not  eveiyone  he  encountered  was  full 
)f  warm  wishes.  A  crowd  of  100  or  so 
Duranguenses,  protesting  the  emergen- 
;y  hike  of  the  value-added  tax  to  15%, 
)locked  an  entrance  to  the  government 
)alace  where  Zedillo  was  speaking.  They 
lurled  insults,  drowning  out  his  words. 
'Where's  the  well-being  for  our  families 
hat  Zedillo  promised  in  his  campaign?" 
/•elled  40  year-old  nui'se  Guadalupe  Gav- 
lan.  "All  we've  got  ai'e  more  taxes,  him- 
jer,  and  unemployment." 

Zedillo  dismissed  the  incident  as  local 
)osturing  for  upcoming  state  elections. 
But  all  over  Mexico,  growing  numbers  of 
small  business  owners  and  fanners  as 
veil  as  leftists  have  been  protesting  the 
larsh  conditions  of  Zedillo's  emergency 
;conomic  progi'am.  They  say  the  tight 
Iscal  and  monetary  controls,  hikes  in 
jasoline  and  electricity  prices,  and  wage 
;eilings  are  pushing  the  countiy  into  a 
ong,  deep  recession.  But  Zedillo,  a  Yale- 
,rained  economist,  argues  that  stern 
neasures  will  shorten  the  hard  times, 
[n  an  interview  on  the  presidential 
jlane,  he  confidently  argued  that  a  quick 
f  painful  adjustment  was  better  than 
:he  slow  turnaround  of  previous  crises. 
He  predicts  recovery  by  yearend. 

Businesses  are  not  so  confident. 
Many  thmk  they  could  be  wiped  out 
Defore  the  recovery.  "We've  survived 
aefore,"  says  Fernando  Urquijo  Leal, 
iales  director  of  his  family's  aluminum- 
3anel  company  in  Monterrey.  "But  now 
:here's  just  no  money."  The  company 
aas  already  shifted  to  a  four-day  work- 
week. 

Zedillo's  plan  to  keep  Mexico's  econo- 
my from  tanking  is  thi'ee-pronged:  speed 
ap  the  privatization  program  to  raise 
billions  in  needed  cash,  introduce  infla- 
tion-indexed facilities  to  bring  the  real 
cost  of  business  and  consumer  loans 
down,  and  help  companies  increase  their 
export  capabilities  to  take  advantage  of 
the  cheaper  peso. 

"MORE  COMPETITIVE."  Already,  the  de- 
valuation has  had  a  dramatic  effect  on 
Mexico's  trade  balance:  The  country 
showed  a  $453  million  suiplus  in  Febru- 
ary, the  fii'st  in  seven  years.  Most  of 
that  resulted  from  a  sharp  drop  in  im- 
ports, but  a  34%  increase  in  exports 
from  manufacturers  other  than  maquila- 
doras  also  contributed  to  the  surplus. 
"The  devaluation  makes  us  much  more 
competitive,"  says  Industry  &  Com- 
merce Secretaiy  Herminio  Blanco. 

Officials  are  also  rushing  to  complete 
$12  billion  to  $14  billion  in  privatizations 
begun  under  the  previous  government. 
"We're  in  the  final  stretch  this  month," 
says  Communications  &  Tr-ansportation 
Secretar/  Cai'los  Ruiz  Saciistan.  "A  lot 
of  things  will  happen  in  April." 


THEY  DIDN'T  ELECT  ME  TO  HAVE 
A  PLEASANT  TIME" 


Mexican  President  Ernesto  Zedillo 
Ponce  de  Leon  is  battling  to  stabi- 
lize the  peso  and  put  his  country 
back  on  the  growth  track.  His  tough 
new  austerity  program  has  calmed 
the  markets  somewhat,  but  it  is  very 
unpopular  in  Mexico.  On  a  flight 
from  Durango  to  the  capital,  Zedillo 
talked  with  business  week's  Mexico 
City  bureau  chief,  Geri  Smith. 

His  strategy  for  recovery: 

From  the  veiy  fii'st  day,  I  spoke  of 
the  need  for  an  intense  but  brief  ad- 
justment peiiod  so  that  we  could  go 
into  a  growth  path. 

On  export-led  recovery: 

Once  the  financial  problem  is  over- 
come, I  believe  the  economy  will  be- 
gin to  react.  I  believe  the  tme  motor 
of  reactivation  will  be  exports. 

On  his  goals: 

What  I  want  to  see  is  Mexico  as  a 
country  vdth  a  gi'owing  economy, 
with  a  justice  system  that  works, 
with  a  more  democratic  political 
system. 

On  the  influence  of  drug  traf- 
fickers in  government: 

I  have  said  that  the  chief  legal  and 
national  security  problem  that  Mexi- 
co has  is  narcoti'afficking.  Thei'e  is 
evidence  that  some  individuals  in  the 
government  may  have  served  the 
narcotraffickers'  interests. 

What  can  we  do  about  it?  Improve 
the  government's  ability  to  enforce 
the  law  through  judicial  refomi. 
Also,  we  need  more  cooperation  from 
the  U.S. 

On  Mexico's  strengths: 

If  the  world  has  the  impression  that 
the  country  is  in  rains,  it's  wrong. 
Over  the  last  decade,  the  coimtiy  car- 
While  it  is  questionable  whether  in- 
vestors will  snap  up  petrochemical 
plants  and  antiquated  ports  and  rail- 
roads, there  is  a  lot  of  confidence  that 
satellite  frequencies  and  phone-service 
concessions  will  draw  interest.  Eight 
foreign  companies,  including  at&t  and 
MCI  Communications  Corp.,  have  hnked 
up  with  local  partners  to  bid  for  long- 
distance slots. 

But  even  foreign  investors  echo  the 
doubts  of  many  Mexicans.  "Tax  increas- 
es are  not  the  way  to  save  the  econo- 


ried  out  a  more  profound  strnactural 
change  than  any  other  economy  in  the 
worid. 

Mexican  society  has  accepted  the 
notion  that  we  must  have  an  open 
economy,  linked  to  the  wor-ld.  That  is 
irreversible.  We  must  continue  down 
this  r'oad. 


"The  important  thing  to 
explain  to  the  people  is 
that  if  we  don't  take  these 
measures ...  the  social  cost 
will  be  much  greater" 

On  public  protests: 

Yes,  I  am  worried  about  the  social 
uncertainty.  The  crisis  is  having  an 
impact  on  the  standard!  of  living  of 
Mexicans.  But  the  important  thing  to 
explain  to  the  people  is  that  if  we 
don't  take  these  measures,  the  social 
cost  will  be  much  greater. 

On  the  headaches  of  the  job: 

They  didn't  elect  me  to  have  a  pleas- 
ant time.  They  put  me  here  to  resolve 
problems.  Never  in  my  life  have  I  felt 
so  motivated,  so  responsible,  so  com- 
mitted to  something  as  I  do  now. 

my,"  says  Fr-anz  Baumgartner,  genei'al 
director  of  BMW,  which  plans  to  roll  out 
its  fir-st  Mexican-assembled  car  in 
March.  Then  he  lists  what  he'd  like  to 
see:  tax  relief,  job  creation  programs, 
efforts  to  contr-ol  interest  rates,  and 
more  support  for  business.  The  govern- 
ment says  it  will  do  all  that,  but  no  one 
seems  to  believe  it.  That's  where  Zedil- 
lo's newfound  political  skills  could  come 
in  handy. 

By  Geri  Smith  in  Durango,  Mexico, 
and  Elisabeth  Malkin  in  Mexico  City 
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FRANCE 


TWILIGHT  OF 
A  CZAR 

How  Alcatel's  chief  was  exiled  from  the  corridors  of  power 


Alcatel  Alsthom  Chief  Exec-utive 
Pierre  Suard  hurries  down  a  flight 
of  stairs  to  the  eouityard  of  an  ele- 
gant Paris  apariment  house.  He  is  cour- 
teous but  ill  at  ease  as  he  ushers  a  vis- 
itor into  a  formal  salon.  Until  he  was 
barred  from  executing  his  duties  by  a 
French  couit  on  Mar.  10,  Suaixl  reigned 
ovei-  the  world's  largest  maker  of  tele- 
communications equipment.  Although 
he's  still  Alcatel's  chief,  Suard  is  forbid- 
den contact  with  the  com]3any  pending 
the  conclusion  of  corruption  investiga- 
tions that  target  him  and  Alcatel. 

Many  French  businesspeople  think 
Suard's  career  is  over — regardless  of 
the  probe  results — because  Alcatel's  tar- 
nished global  image  needs  cleansing.  In 
fact,  BUSINESS  WEEK  has  learned  that 
some  Alcatel  directors  favor  ousting  Su- 
ard. That  would  be  a  stunning  devel- 
opment in  France.  Confides  one  Alcatel 
director:  "Suard  won't  be  coming  back 
. . .  .When  a  new  CEO  arrives,  Alcatel 
will  be  a  different  company."  It  may 
need  to  be,  since  earnings  at  the  $.'-]2  bil- 
lion company  plunged  more  than  409^ 
last  year,  and  comj^etitors  are  racing  to 
pick  off  new  markets. 
BITTER  END.  Yet  Suard,  GO,  says  he 
won't  give  up  without  a  fight.  He  claims 
the  court  inquiries  of  customer  (wer- 
billing,  purpf)ited  illegal  political  contri- 
butions, and  alleged  personal  use  of 
comjmny  funds  have  been  tnnnped  up 
by  a  foreigii  corporate  rival.  He  won't 


AT  FRANCE  TELECOM:  Did  Alvatt  l 
massively  o/'erbill  the  monopoly? 


name  it,  but  the  Paris  iiimor  mill  thinks 
he  has  in  mind  Sweden's  Ericsson.  "I 
can't  imagine  this  process  could  last  so 
long  after  I  have  given  such  proof  of  my 
innocence,"  says  Suard. 

It's  a  bitter  end  for  a  man  who  by  all 
accounts  forged  a  model  French  career 
and  played  by  the  mles  of  the  Fi-ench 
Establishment.  His  fall  has  become  a 
case  study  in  how  the  traditional  ties 
between  French  business  and  govern- 
ment are  coming  under  unprecedented 
pressure  from  a  variety  of  forces:  a 
newly  activist  judiciaiy  and  press,  de- 
mands for  clearer  and  more  responsible 
coiporate  governance,  and  the  need,  in  a 
global  economy,  to  break  out  of  a  pro- 
tectionist mentality. 

Yet  Suard  just  missed  sailing  into  re- 
tirement a  hei'o.  A  quintessential  prod- 
uct of  French  elite  schooling,  Suard 
started  his  career  as  a  civil  servant, 
spending  three  years  as  a  top  aide  in 
the  powerful  Finance  Ministry  from 
1966  to  196.S.  Although  tight-lipped  and 
formal,  Suard  i)icked  his  friends  well. 
One  of  those  friends,  Edouard  Bahadur, 
today  is  Prime  Minister. 

Suard  joined  Compagnie  Generale 
d'Electricite  (coe),  Frances  giant  engi- 
neering, transport,  and  telecom  conglom- 
erate in  1973.  He  turned  around  the 
near-l)anlaiipt  cable  division  and  made  it 
cge's  most  international  business.  His 
low-key  demeanor  pleased  his  demand- 
ing boss,  Georges  Pebereau,  who  was 

Suard  asserts  that  the 
charges  of  fraud  and 
corruption  are  part  of 
a  conspiracy  to 
discredit  him  and 
destabilize  Alcatel 


iii>l;illf(l  at  rr.K  by  the  Socialisi  s  alti'i 
they  won  the  presidency  in  19S1.  Ap- 
pointed vice-chairman  in  1985,  Suard 
played  a  key  role  in  executing 
Pebereau's  daring  strategy  to  purchase 
a  stake  in  itt  Corp.'s  phone-switch  op- 
eration. 

The  ITT  deal  transformed  Alcatel 
from  a  telecom  laggaixl  into  a  global 
contender.  Yet  when  the  GauUists  won 
the  Prime  Minister's  office  in  1986 
Pebereau  lost  his  job.  Instead,  the  Gaul- 
lists — including  new  Finance  Ministei 
Balladiu- — put  Suard  into  the  top  spot  at 
ccE.  Balladur  later  bowed  to  Suard's 


NECESSARY  EXPENSE?  Alcatel 
[10 id  for  Suard's  secKvity  system 
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tli-^ire  to  privatize  the  company,  which 
emerged  with  a  new  name,  Alcatel  Als- 
thom.  When  the  Gaullists  were  out  of 
power  between  1988  and  1993,  Suard 
employed  Balladur  as  a  consultant  to 
one  of  Alcatel's  subsidiaries,  a  job  that 
earned  Balladur  $20,000  a  month. 

Soon  after  becoming  ceo,  Suard  pur- 
sued his  vision  of  besting  AT&T  in 
phone  equipment.  A  series  of  accjuisi- 
tions  starting  with  itt  bought  him 
that  goal.  "I  wouldn't  do  anything  differ- 
ently," says  Suard.  "The  strategy  has 
been  right." 

But  the  world  didn't  stand  still  as 
Alcatel  expanded  rapidly.  As  telecom, 
computei',  and  media  technologies  rapid- 
ly merged  and  deregiilatoiy  forces  start- 
ed rumbling  around  the  globe,  savvy 
rival  CEOS  wei-e  breaking  up  rigid  hier- 
archies and  creating  nimble  subsidiaries. 
Yet  Alcatel  was  slow  to  adjust,  depend- 
ing too  much  on  state-owned  France 
Telecom  and  Deutsche  Telekom  for  the 
majority  of  profits.  This  arrangement 
just  delayed  when  Alcatel  would  have  to 
compete  without  state  aid. 

Other  weaknesses  developed.  Poor 
management  oversight  hurt  Stuttgart- 
based  Alcatel-SEL,  which  was  slammed 
by  price  competition  and  huge  penal- 
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ties  for  being 

slow  to  deliver  updated  software 
for  its  switches  to  the  German  Bundes- 
post.  Losses  at  Alcatel  sel  will  total 
an  estimated  $286  million  in  1994.  Alca- 
tel also  was  beaten  to  market  in  such 
technologies  as  cellular  communications 
by  Nokia,  L.  M.  Ericsson,  and  Motorola. 

As  late  as  1993,  Suard  was  still  cele- 
bi-ated  in  the  French  press  foi'  making- 
Alcatel  the  biggest  suppliei"  of  switches 
in  the  world.  That  all  changed  in  1994. 
A  new  generation  of  French  prosecuting 
magistrates  was  pursuing  leads  on  a 
variety  of  conuption  cases  involving  lo- 
cal government,  campaign  financing,  and 
big  business.  Alcatel  got  caught  in  the 
dragnet  when  two  employees  arrested 
for  fi'aud  told  investigators  of  a  scheme 


UNWELCOME  ATTENTION:  Suard 
confronts  a  pliotogixiplier  near  home 

to  systematically  overbill  France  Tele- 
com. Magistrates  are  now  looking  into 
several  cases  of  alleged  overbilling  that 
may  total  $150  million.  Alcatel  denies 
the  allegations  and  questions  the  mo- 
tives behind  these  revelations.  Yet  crit- 
ics of  France's  cozy  links  between  gov- 
ernment and  business  charge  that  any 
extra  profits  Alcatel  allegedly  milked 
from  France  Telecom  were  in 
effect  government  subsi- 
dies. France  Telecom  re- 
mains silent  on  the  issue. 

In  July,  1994,  a  new  in- 
vestigation was  opened — 
against   Suard  himself. 
Sources  alleged  that  Su- 
ard had  used  $750,000  in 
company  funds  to  refui'bish 
his  homes.  He  says  the 
funds  paid  for  a  security 
system  that  the  company 
wanted  him  to  install.  No 
matter.  The  prosecutors  have 
widened  their  inquiiy.  They 
are  questioning  the  company 
about  a  tortuous  trail  of  pay- 
ments that  flowed  from  Alca- 
tel affiliates  to  offshore  bank 

f accounts  and  back  to  the  Gaul- 
hsts.  One  ex-Cabinet  minister 
targeted  in  this  inquiry  is 
Gerard  Longuet,  who  super- 
vised telecommunications.  He 
denies  any  wi'ongdoing. 
SINISTER  CAMPAIGN.  Suard's  role 
in  these  probes  remains  a  mys- 
tery. It's  unclear  whether  he  ac- 
tively directed  the  alleged  illegal 
use  of  company  funds,  and  some 
fe;     members  of  the  Establishment  are 
^     rallying  to  his  defense.  In  a  page 
one  editorial,  the  conservative  daily 
Le  Figaro  worried  that  publicity- 
hungiy  judges  were  destabilizing  a 
key  French  company.  At  least  one 
board  member  says  the  prosecutors  are 
"totally  wTong."  He  adds:  "There's  a  lot 
more  support  for  Pierre  than  anyone 
thinks." 

In  the  latest  act,  Suard  made  a  sur- 
real appearance  on  French  television 
news  on  Mar.  15.  Defiant,  he  blamed 
the  scandals  on  this  sinister  destabil- 
ization  campaign.  He  even  threatened 
to  transfer  company  headquarters  to 
Bmssels.  The  denoueinent  of  this  drama 
has  yet  to  come.  But  the  toll  it  has  ex- 
acted on  Pierre  Suard,  Alcatel,  and 
France's  self-image  has  already  been 
enormous. 

By  Gail  Edmondson,  ivitli  Mar>iha 
Johnston,  in  Paris 
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International  Business 


COMMENTARY 


By  Robert  Neff 


WHY  JAPANESE  DEREGULATION  WON'T  MUCH  HELP  AMERICA 


Once  again,  expectations  for  the 
opening  of  Japan's  markets  to 
gi-eater  competitive  forces  are 
crashing  to  earth.  On  Mar.  31,  after 
months  of  promising  to  unveil  hun- 
dreds of  dramatic  steps  to  deregulate 
an  economy  bound  up  in  red  tape, 
the  Japanese  government  will  issue 
its  report.  But  already,  hopes  for 
new  business  opportunities  are  being 
dashed  by  preliminary  news  that 
nothing  much  is  going  to  change. 

In  the  mnup  to  this  purported  wa- 
tershed, organizations  of  Japanese 


limits  and  other  loiles,  shipping  a 
standard  20-foot  container  between 
Tokyo  and  Osaka  costs  $1,888,  vs. 
$1,444  between  Japan  and  Europe. 
Imported  gasoline,  much  cheaper 
than  domestically  refined  gasoline,  is 
simply  forbidden. 

But  the  "interim  reports"  recently 
released  by  the  government  show 
that  in  the  end,  httle  will  change. 
The  U.  S.,  the  European  Union,  Kei- 
danren,  and  other  interested  parties 
have  already  expressed  their  disap- 
pointment. Nikon  Keizai  Shimbun, 


GINZA  SHOPPERS:  Japan  is  unlikeltj  to  ht  cume  any  m.ore  open  to 


yo(jds 


and  foreign  businessmen  faithfully 
filed  reams  of  suggestions  for  how  to 
decontrol  the  economy.  After  all,  said 
Keidanren,  Japan's  loftiest  business 
lobby  and  liberalization  advocate, 
deregulation  would  lift  Japan's  eco- 
nomic growth  by  almost  1%  a  year. 
At  a  time  when  the  economic  recov- 
ery  appears  to  be  weakening,  that 
would  be  welcome  news.  Consumer 
confidence  is  shaken,  battered  by 
events  as  disparate  as  the  Kobe 
earthquake  and  the  honible  nerve- 
gas  bombing  of  Tokyo's  subways. 

By  one  count,  the  country  has 
more  than  11,000  rules  in  place  to 
regulate  business.  One  study  says 
observing  them  costs  Japanese  indus- 
try and  consumers  from  $75  billion  to 
$110  biUion  a  year.  Because  of  weight 


Japan's  leading  economic  daily,  com- 
plains that  the  tentative  proposals 
are  strewn  with  vagoie  "bureaucrat- 
ese"  that  is  ber-eft  of  real  content. 

No  one  should  be  surprised.  First, 
the  drafting  of  the  deregulation  plan 
was  left  to  Japan's  powerful  bureau- 
crats, who  have  always  managed  to 
define  the  nation's  interest  purely  in 
ter-ms  of  their  own.  They  have  never 
showm  any  willingness  to  curb  their 
authority  and  give  up  power  to  fos- 
ter gr'eater  market  competition,  for- 
eign imports,  or  consumer  pr'osperity. 
The  power  of  the  bureaucrats  has 
never  been  gr-eater-,  given  the  excep- 
tional weakness  of  Japanese  politi- 
cians at  this  point  in  Japan's  history. 

In  fact,  there  is  strong  reason  to 
doubt  that  the  Japanese  people  real- 


ly want  that  much  deregulation.  It  is 
true  that  they  pay  lip  service  to  the 
idea.  But  when  push  comes  to  shove, 
the  Japanese,  per-haps  more  than 
most,  look  toward  their  government 
for  protection  and  succor.  Thus  the 
country's  plethora  of  males  and  regu- 
lations. There  is  no  public  opposition 
to  Japan's  safety  rules  that  effective- 
ly r-equire  all  automobile  replacement 
parts  to  be  Japanese  and  not  Ameri- 
can or  European. 

The  biutai  truth  is  that  deregula- 
tion, when  it  comes,  wiW  probably  be 


When  push  comes 
to  shove,  the 
Japanese,  perhaps 
more  than  most, 
look  toward  their 
government  for 
protection 
and  succor 


designed  to  enhance  the  competitive- 
ness of  Japanese  companies  as  much 
as  it  helps  foreign  businesses.  Dereg- 
ulation will  not  be  the  leg  up  that 
many  U.  S.  and  European  companies 
hope  it  will  be.  "Deregulation"  al- 
ready looks  ready  to  follow  the 
"Str-uctural  Impediments  Initiative" 
and  the  "Fr-amework"  talks,  becom- 
ing one  mor-e  buzzword  that  promis- 
es much  more  than  it  delivers.  Per- 
haps that  is  why  many  for'eign 
investors  have  turnied  from  Japan 
bashing  to  Japan  passing.  They  have 
given  up  hope  of  breaking  the  choke 
hold  Japan's  bureaucrats  have  on  the 
economy  and  are  moving  on  to  mor'e 
attractive  Asian  mar-kets  in  China, 
India,  and  Southeast  Asia. 

Nejf  is  BUSINESS  week's  Tokyo 
Bureau  Manager 
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"I  know  I  need  to  reengineer  my  company,  but  how?" 


You're  committed  to  dramatically  changing  your 
company.  You've  set  goals.  You've  gone  back  to  a  blank 
canvas.  Now  what? 

From  fresh  ideas,  all  the  way  to  final  implementation, 
Arthur  Andersen  can  help. 

Experienced  Arthur  Andersen  professionals  start  by 
sharing  operating  practices  with  you  from  around  the  world. 
You'll  learn  not  only  what  works  for  others,  but  what  works 
best  for  others.  So  your  quest  for  major  process  improvement 
gets  a  major,  creative  jump-start. 

Tlie  professionals  at  Arthur  Andersen  build  upon  their 
understanding  of  business  processes  with  the  exclusive 
Global  Best  Practices'"  kiiowledge  base.  It's  a  compendium  of 
the  best  processes  from  the  best  companies,  delivered  to 
Arthur  Andersen  professionals  by  CD-ROM  teclinology. 
Continually  updated,  the  knowledge  base  is  unsurpassed  in 
its  depth  and  scope. 

Using  tills  tool,  Arthur  Andersen  professionals 
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collaborate  with  you,  finding  innovative  ways  to  alter  your 
operations  and  then  helping  you  implement  the  changes. 

We  can  help  you  improve  performance.  Increase 
customer  satisfaction.  And — most  importantly — enliance 
your  revenues. 

Find  out  how  you  can  make  significant  progress — on 
paper  and  in  practice.  For  your  brochure  or  to  discuss  with  us 
personally  how  our  Global  Best  Practices  services  can  work 
for  your  company,  call  1-800-257-2912,  today.  j^"''^ 

Global  Best  Practices"' 
Putting  insight  into  practiced" 
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WHO  HELPS 
KEEP  AMERICA  BEAUTIFUL? 


We  all  do,  of  course. 

But  at  ARAMARK,  we  feel  a  particular  obligation 
to  protect  our  environment.  The  very  nature  of  our 
business  demands  that  we  do  so. 

We're  America's  largest  provider  of  food  service  at 
schools,  hospitals  and  businesses,  as  well  as  some  of  the 
country's  most  beautiful  national  parks. 

So  in  1990  we  established  the  Earth  Sense®  program 
to  educate  our  food  service  staff  on 
environmental  issues  -  from  energy  conservation 
to  waste  management. 

Many  of  our  facilities  have  developed  comprehensive 
programs  which  practice  the  "three  R's" 
of  conservation:  Reduce,  Re-use,  and  Recycle. 

Our  industrial  services  division  introduced  the 
Reclaim  America  ''  program  to  help  factories  better 
manage  non-hazardous  waste  disposal 
and  recycling. 

We  take  exception  to  the  notion  that  the  interests 
of  the  environment  and  business  are  in  conflict. 

Many  of  our  customers  in  business,  education  and 
healthcare  have  seen  significant  reductions  in  food, 
packaging  and  operational  costs. 

But  one  of  our  programs  has  nothing  to  do  with 
business.  It's  all  about  tomorrow.  We  teach  youngsters 
about  recycling  at  schools  across  the  country. 

We  do  this  because  we're  in  the  service  business. 
And  we  can't  truly  serve  people  unless  we  serve  our 
environment  as  well. 

Call  1-800-ARAMARK. 

JT^ARAMARK 

Managed  Services,  Managed  Better. 
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International  Outlook 


EDITED  BY  STANLEY  REED 


IS  THE  LIRA 

BECOMING  THE  PESO  OF  EUROPE?   

Communists,  the  Northern  League/Lombard  League,  and 
many  foiTner  Chiistian  Democrats.  They  want  to  put  elections 
off  until  at  least  the  fall  to  give  Dini  a  chance  to  pull  off  pen- 
sion reform  and  a  tough  1996  budget.  This  gi'oup  also  hopes 
that  national  sentiment  will  once  again  turn  against  Berlusco- 
ni, whose  populist  rhetoiic  is  sounding  increasingly  hollow. 

So  Berlusconi  and  his  allies  are  likely  to  do  all  they  can  to 
bring  the  government  down  now.  That  is  why  investors  are 
fleeing.  They  wony  that  Italy  is  going  to  be  plunged  into  a 
fierce  election  campaign  that  would  prevent 
the  government  from  doing  any  serious  work 
on  pensions  or  the  budget.  Germany's  mighty 
Bundesbank  is  said  to  have  plans  to  prop  up 
the  lira,  but  it  doesn't  want  to  move  until 
1  he  pohtical  picture  clears. 
FROM  BOOM  TO  BUST?  It  has  become  a  cliche  to 
say  that  political  turmoil  does  not  matter  in 
Italy.  Fiat,  the  argaunent  goes,  will  continue  to 
export  its  cars,  Pirelli  tires,  and  Giorgio  Ar- 
mani suits,  no  matter  what  the  rascals  in 
Rome  do.  Indeed,  Fiat,  the  biggest  private 
employer  in  Italy,  announced  in  late  March 
that  it  was  going  to  hire  an  additional  3,000 
workers. 

But  the  boom  may  quickly  go  bust  if  Italy 
doesn't  muster  the  political  will  to  prevent  it- 
self from  being  caught  in  a  vicious  cycle  of 
devaluations,  inflation,  and  interest-rate  hikes. 
Already,  the  strongest  inflationary  pressures  in  years  are 
building  up,  owing  to  increased  prices  of  raw  materials 
from  oil  to  steel.  Fiat  had  to  raise  prices  on  its  new  models 
in  January.  And  labor  is  expecting  big  wage  increases  this 
summer  to  compensate  for  an  inflation  rate  that  has  more 
than  doubled,  to  nearly  6%.  If  Italy's  fractious  politicians 
don't  work  out  a  modus  vivendi  soon,  the  comparisons  with 
Latin  America  might  turn  out  to  be  right. 

By  John  Rosscmt  in  Rome 


The  economies  of  Italy  and  Mexico  don't  have  much  in 
common.  Italy,  after  all,  is  an  export  powerhouse  and  a 
full  partner  in  the  Group  of  Seven,  representing  the 
world's  most  poweiful  economies.  But  when  the  Milan  stock 
exchange  caved  in  and  the  Italian  lira  plummeted  almost 
6%  against  the  dollar'  and  the  German  mark  on  Mar.  17, 
Italians  and  other  Europeans  began  to  wonder  whether  a 
Mexican-style  meltdown  might  be  possible  in  Europe.  A  col- 
lapse of  the  Bra  would  rock  Europe's  trading  system  and 
ratchet  up  pressure  on  other  cuiTencies,  in- 
cluding Spain's  peseta  and  the  French  franc. 

Although  the  lira  stabilized  afterward,  the 
brief  panic  was  a  reminder  that  Italy's  embat- 
tled Prime  Minister  Lamberto  Dini  has  only 
the  slimmest  room  to  maneuver  in  his  efforts 
to  bring  Rome's  public  finances  in  line.  Dini 
did  win  j^ai'liamentaiy  approval  in  mid-March 
of  $20  bilhon  in  tax  hikes  to  plug  a  hole  in 
this  year's  budget.  But  only  votes  from  the 
far-left  Communist  Refoundation  party  put 
the  technocratic  leader  over  the  top.  Now, 
Dini  faces  the  even  trickier  task  of  getting 
Parliament  to  sign  off  on  paring  down  Italy's 
no-longer-affordable  pension  system. 

But  the  real  problem  spooking  investors 
is  political.  They  fear  that  Italy  is  headed  for 
a  political  collapse  that  will  sabotage  any  bud- 
get-cutting. Dini,  a  stopgap  Premier  commit- 
ted to  resigning  in  the  next  few  months,  is  weak  and  Ukely  to 
get  weaker.  He  is  coming  under  increasing  attack  from  the 
center-right  Freedom  Alliance  coalition  headed  by  media  ty- 
coon and  foiTner  Prime  Minister  Silvio  Berlusconi.  This  group 
wants  national  elections  as  early  as  June — assuming  that, 
as  the  polls  show,  Berlusconi  would  be  swept  back  to  power. 
"A  majority  of  the  country  is  with  us,"  says  Giuliano  Ferra- 
ra,  a  Berlusconi  aide. 

In  Dini's  comer  for  now  is  the  center-left  coalition  of  foi-mer 


DINI:  Politically  weak 


GLOBAL  WRAPUP 


TOKYO  GAS  AHACK 

►  TW(j  days  after  terrorists  spread 
nerve  gas  through  Tokyo's  subways, 
police  were  focusing  on  a  possible  cul- 
prit. In  massive  raids  on  25  locations 
of  the  fringe  Buddhist-Hindu  sect 
Aum  Shinrikyo,  investigators  found 
substantial  amounts  of  a  chemical 
used  in  the  Mai-.  20  attack.  The  group 
of  about  10,000  believers  has  few 
known  political  aims  but  has  gained 
notoriety  for  purportedly  engineering 
the  disappearance  of  some  of  its  ene- 
mies and  preventing  followers  from 


defecting.  Aum  Shinrikyo  has  not 
been  formally  charged  with  a  crime. 

BOMBAY  FIASCO 

►  Just  when  analysts  were  predicting 
that  uncertainty  shrouding  China  as  it 
awaits  Deng  Xiaoping's  death  would 
prompt  a  massive  flight  of  funds  to  In- 
dia, that  country's  premier  stock  ex- 
change choked.  The  Bombay  Stock 
Exchange  closed  for  nearly  a  week  in 
March  because  of  price-rigging  and  a 
broker's  default.  This  is  not  the  first 
time  problems  have  paralyzed  Indian 
exchanges.  The  country's  trading  and 


regulatory  systems  have  a  long  way  to 
go  to  catch  up  with  more  sophisticated 
emerging  markets. 

TURKEY  INVADES  IRAQ 

►  In  its  biggest  show  of  force  since 
the  1974  Cyprus  war,  Turkey  rushed 
35,000  troops  into  northern  Iraq  to 
try  to  wipe  out  Turkish  Kurdish  rebel 
bases.  The  U.  S.,  which  apparently 
signed  off  on  the  move,  sees  it  as  a 
way  of  putting  pressure  on  Iraq's 
Saddam  Hussein.  The  hope  is  that  the 
Iraqi  military  will  bridle  at  seeing  the 
Turks  push  into  Iraqi  territory. 
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Happened. 


feRM  DETAILS 


)7  Rm202 


Is  imminent  failure.  Schedule 


re. 


COMPAa 


Action 


Help 


Manaijin^  computers  on  a 
network  requires  knowledge, 
kill  and  a  hit  ol  intuition. ( )kay,  a  lot  ol 
intuition.  .Somehow,  vou  have  to  know  what's  going 
to  happen.  Before  it  actually  happens. 

Wouldn't  it  he  great  it  vou  had  just  a  littk'  hel|)? 
A  ervstal  hall?  A  sixth  sense,  perhaps? 

Funnv,  we  were  thinking  the  same  thing.  Which 
is  whv  we  huilt  the  new  Compaq  Deskpro"  A  com- 
puter that  can  actuallv  send  a  rep(M  t  ol  its  status 

Have  Computers   Become   More  Human? 


Well,   This   One   Can   Tell   You   Who   It  Is, 
What   It's   Doing,   And   How   It  Feels. 

directlv  to  the  desk  of  the  network  administrator. 

hnagine  heing  warned  heh)re  a  hard  dri\e  on 
another  floor  (or  another  citv)  seized  up.  ( )r  taking 
a  complete  PC  in\\ntor\  right  Irom  \tm\-  (k-sk. 
(Certainlv  not  the  kind  ol  cooperation  you'd  expect 
from  a  mat  iiini'. ) 

We  call  it  Intilligent  Managealiilit\.  You'll  likely 
call  it  "Pm  glad  someone  tinalK  thought  ol  that." 

How  tlo  wc-  know  ?  Mavhe  it  had  something  to  do 
w  ith  intuition. 
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Krsrai'i  h  provi  s  \\  hat  nou  nc  know  n 
all  aloiit;:  oiiK'  2()"u  ol  thr  liK'tinu' 
cost  ol  \oin"  compain's  I'C's  is  tlu' 
initial  cost.'  I  he  otluT  8()"(i  conies 
Ironi  all  tlir  tliini^s  \ou  do  to  nianam' 
thi  in  —  like'  c  (iiilimn'iny,  serx  ii  in^, 
upL^i'adin^  anil  just  k^.■l,■pin^  track  ol 
who's  aot  what.  Isn  t  it  time  someone 
lounil  a  wa\  to  c  han'^e  that? 
I  Asset  MuriLUjcmcnt  /('/.  (  )ur  newest 
C'onipac]  Deskpro  is  the  first  \'C  that's 
as  conce  rned  ahoi.it  c  iittin'^  costs  as 
\ou  are.  It  all  starts  w  ith  the  Intelligent 
Mana^eahilit\  wc'  nieiUionc'd  a  pa^e 


I  AN  management,  wc-  luiilt  in  some 
powerlul  leatures  that  can  he  tapped 
h\  their  new  sottware  tools. 

And  the'  I'csult  is  stimnina:  Now, 
as  network  manager,  \oli  can  look 
into  a  Dc  skpi'o  I'C  an\ \\  here  on 
the  network  to  take  inxcntorx.  Yon 
can  retrie  ve  hardwai'e  specifications, 
inc'lLidinci  make,  model  and  serial 
nLniiher  toi'  the  PC,  hard  ilrive  and 
monitor,  and  revision  nimihers  for  the' 
s\  steni  hoard  and  R(  Yoti  can  also 
identil\  sxstem  software  and  di  ixcrs. 

It's  not  oid\  ^ood  knowledge  to 


critical  potential  prohlems  In-torc 
the\  can  turn  into  real  ones. 

E\er\  time  Noii  powe  r  up  the  new 
Deskpro,  its  IntelliSale  hard  chive 
c  onihic  ts  its  ow  n  diacinostics.  II  an\'  of 
its  performance  pai'ameters  has  fallen 
helow  acceptable  standards,  the  user 
is  nolilied.  So  instead  ol  respondinu 
to  an  emerevenev,  vou  ha\e  ample  time 
to  take  ecrrectixe  action  —  replacina 
the  diive  at  no  expense  imder  the 
C om pac]  Pre  Failure  Wa r ra n t \ . 

In  addition,  oin^  l-.nv  ironmental 
I  ault  I'rotection  constantK  monitors 


Computers   That   Take   Care   Of  Themsei 


ae^o:  a  C'ompaepdesi^ned  combination 
ol  hai'dware  and  software  that  i^ives 
\ou  a  new  level  of  control  over  vour 
ne  t  vv  c  irked  PC's. 

Until  now,  taking  stoc  k  of  vour  PC" 


have.  It  make  s  the'  job  of  maintainin^ 
and  i»)<latin^  PL's  vasllv  more  simple. 
IFiic  prevention.  When  people  decide 


the  internal  temperatm'e  of  vour 
f)eskpi'o  to  make  sure  it  isn't  workina 
undei'  e  iinditions  w  hich  mi^ht  imperil 


liave   tfle   eointesv    to   i^ive  notice, 
assets  has  alvvavs  I'eipiii'ed   vou  to      C'omputei-s,  on  the  other  hand,  seem 


to  stop  workiii',^  for  vou,  the  v  usLiallv      vour  valuable  data. 

I  Set  w  orking  is  in  our  hlooJ.  Because 
settiuL^  up  a  personal  computer  on  a 


phvsicallv  visit  voui'  enmputers  one  at      to  e^njov  the  element  of  sip'prise. 
a  time.  .'\t  everv  stop,  vdu'd  have  to  Aeiain,  l)eskpro  will  be  ehan^in;. 

examine  the  PC,  take  serial  niuiibers,      thin'.^s.  Its  Intelligent  Manai^eabilitv      coi-poi-ate  America,  the  new  Deskj^ro 


net\V()i"k  has  turneil  into  one  of  the' 
most   time-c  onsumin<j  iiastimes  in 


e  ln'c  k  software,  open  it  up  anil  take 
a  look  inside.  It's  a  proe  c'ss  that  could 
liteiMllv  take-  (lavs. 

I  he  new  l)eskpro  c  han^es  that 
Workinii  c  loselv  with  the  leadi 


aetuallv  alerts 
the  Use-l"  to 


companie  s  m  llie  world  ol 


was  built  to  streamline  the  process. 

Riaht  ou!  of  the  box, 
it's   confimired    for  vour 
network,  w  ith  a  52-bil  PCf 
f  thernet  NIC  or  an  IBM 


Inirodiii  inq  the  kitesi  line  of  Deskpro  computers 


loken  Riny  adapter 


COMPAa 


rca<l\  instalk'd.  I  In-  (li-i\ris  arr 
)timi/r<l  <iikI  iikIusIin -standard 
)niu-c  t()rs  aiT  in  plac  r.  And  \\  illi  its 
mpk'  coniitjiiration  tools,  Diskpro 
;lps  iX'diRi'  the  fompk  \il\  ot  se  tting 
p  ck'sktop  ni'twork  sottwarc. 
JnJcr  the  hooJ.  Tin-  thing  that  makes 
ui"  Intelligent  Managiabilit v  Tiiost 
ipealing,  ol  course,  is  the  lact  that 
's  built  into  an  c  riormoirsU  powerful 
ad  efficient  computer. 

With  Deskpro,  vou  can  choose 
Dur  processor,  from  a  DX2/5()MM/ 
J  the  most  powerful  Pentium.  And 


verv  model  delivers  the  enhanced 
crtormance  of  Compac|'s  new 
Vi Flex /PC!  architecture,  in  fact, 
1  our  latest  crop  ot  Deskpro  PCs, 
igher  perlormance  is  something  \ou 
an  literally  see  and  hear. 

Thanks  to  PCI  local  bus  gra|:)hics, 
ou  get  crisp,  responsise  graphics 
ven  in  e\ervdav  business  a|)plications. 
Select  586-class  Deskpro  models  arc 
\ailable  with  higher-pertormanc  e 
^RAM  graphics.) 

in  midtimedia  models,  vou  get 
he  speed  ol  nuv  new  QuadSpee<| 
:D-R0M  and  the  Ci)-c|ualitv  sound 


ol  budt  Ml  I  nlianced  iiusiness  Audio. 
[(^)pcn  unJ  ucccssihlc.  Needs  chaTige, 
goals  change  and  pco|ile  c  hange.  The 
good  news  is,  a  Deskpro  computer 
can  cliaTige  e\er\  liit  as  c|uickl\. 

it  opens  w  ithout  an\  special  tools, 
i  he  sNslem  boaicl  slides  out,  making 
it  easv  to  u|)grade  the  processor  or 
add  extra  RAM.  The  I^Ci  expansion 
slots  are  easily  accessed.  .And  the 
dri\c  cage  sw  ings  out  to  make  hard 
drixc  upgrades  painless. 

iMus,  the  Deskpro  svstem  l)oard 
utilizes  I  la.sh  ROM  tcchnolog\,  w  hich 


allows  \()u  to  make  tutm-e  upgrades 
at  the  board  lewl  sim|)l\  by  running 
a  software  utilit\. 

With  the  task  ol  upgrading  a  i^C 
reduced  to  minutes,  vou  can  allocate 
\()iu'  time  to  more  lucrative  pmsuits. 
luturc  diviilcnJs.  And  then  there  are 
the  benefits  \-our  business  will  be 
reaping  dow  n  the  road. 

.Since  all  Deskpro  models  ha\e 
been  designed  with  built-in  power 
management  features  that  meet  the 
IT^A's  stringent  rec|uirements,  the\ 
can  actually  consume  less  power. 

(The  savings  in  a  month  from  a 


single  Deskpro  probabK  won't  finance 
voiu"  retirement  \illa,  but  the  savings 
from  manv  machines  (»ver  many  vcars 
should  have  a  nice  el  feet.) 

And  when  Windows  45  becomes 
available,  Deskpro  will  make  the  job 
of  managing  voiu"  companv  s  network 
of  PCs  even  easier. 

Using  new  management  sottwaix' 
tools  prov  ided  bv  t.'ompac|  and  our 
LAN  industry  partners,  you'll  be  able 
to  eftectivciv  monitor  the  health  of 
all  voiu'  networked  Deskpro  I^'s  — 
including  the  ones  hard  at  work  in 


Explanation. 


vom'  outpost  six  time  /ones  aw  av  — 
without  having  to  leave  vour  desk. 

You'll  be  ablc>  to  configure  vour 
Desk|:)ro  so  that  if  intelliSafc-  liard 
drive  failure  liecomes  a  possibilitv,  it 
vv  ill  send  vou  a  distress  call  across  the 
network.  Or  automatic allv  safeguard 
its  data  on  a  tape  backup. 

You'll  even  l)e  able  to  have  Deskpro 
send  remote  notification  il  it  shocdd 
detect  potential  problems  with  its 
built-in  network  interlace  card  or 
internal  operating  temperature. 

Ikit  then,  w  hat  do  vou  expec  t  from 
a  computer  that  takes  care  of  itself? 


?    This    Could    Take  Some 


111'  oru'inal  iirtmisc  v\'as  simiilr: 


make  a  powL-rliil,  \et  al lorclahlc. 


Inlnulucincj  the  ncn  Compaq  Prol  incd 


i'^ilTjiiSi  y  coni|Hilrr  lhat  doesn't  come 
with  all  the  heailaehes 
iiormalK  associated  with  the  word  "\alue."  And  in 
creatina  the  lati'st  Conipac]  ProLinea'.  we  Iniilt  on 
that  priMiiise  —  In  taking  ihi,'  original  apart. 

We  examined  it  IroTii  top  to  bottom,  Irom  the 
inside  out,  looking  tor  ways  to  improw  it.  I ookina 
to  si'i-  what  new  technojoaies  we  coidd  add. 

The   Latest   IM^oLinea   Has  An 


Impressive   Save    Feature:    It'll   Save   You  Money 


Save   \'  o  u   Time,   And   Save   Your  Sanity 

In  tin-  t  nd,  we  canu-  Lip  with  more  than  a  iiw 
impro\ements.  Making  ProLinea  e\i  n  hardir  to 
distinguish  Irom  more  i  xpensixe  mat  hines.  I  he 
fastest  processors.  }:as\  up^radahilitx.  SimplHied 
mainte  nance.  Leatures  that  make  it  i'as\  to  hw  w  ith 
on  the  da\  \ou  install  it,  and  lor  wars  to  come. 

It  all  raises  Prol  inea  to  a  compk'ti'h  new  le\el. 
(()l\()urse  \()U  II  still  lind  the  prit\'  within  riach.) 

And  that  should  ii  i  tainK  put  \our  mind  at  ease. 
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IraditionalK,  ihc  phrase  "better 
\alue"  has  al\\a\s  meant  someune's 
cut  eoi'ners  to  ai\e  \<iii  a  better  priiw 
At  L'onipac],  liowexer,  we  \\kc  to  take 
a  (htti  renl  apprc lac  h. 

I  he  resiib  is  tlie  new  Conipac] 
}''roLin(.'a:  a  laniiK  of  computers  that 
not  onK  otfi'rs  altor(hible  prices,  it 
Irishes  teehnoloa\  man\  steps  ahead. 
1  wcbe,  to  be  exact: 
I  Number  ( hic.  ()ur  tirst  improwment 
is  somethinu  \ou'll  notice  belore  \t)U 


expansion  cards  and  peripherals.  And 
muss  what:  C'onipac|  has  ah-ead\' 
enhanced  this  standard  w  ith  our  new 
irilde\/PCI  architecture  —  which  is 
built  into  e\er\  ProLinea  model. 
\\ umber  Three.  The  PCI  architecture 
also  boosts  the  performance  of  the 
graphics  subs\stem.  So  e\en  if  \ou're 
working  with  aeneral  producti\it\ 
applications  like  word  processors  and 
spreadsheets,  sou  can  enjov  a  crisp, 
I'csponsise  hioh-resolution  displa\.  If 


new  QuadSpeed  drive  (alon^  with 
Enhancefi  Business  Audio).  This  aives 
\'ou  faster  access  to  the  rich  and  vast 
references  available  on  Cl)-ROMi 
toda\,  from  national  directories  to 
archi\es  of  business  publications.  ' 
\\'umber  Six.  However  lar^e  a  hard 
dri\c  ma\'  be,  there  are  those  who 
take  it  as  a  personal  challentje  to  fill 
it  up.  VViih  the  new  ProLinea  PCs, 
howexer,  we're  determined  to  make 
that  as  difficult  as  possible.  You  can 


Like  Most  PC  Buyers,  You'r 
"Better  Value,"  So  We've  Clever  li 


e\en  Inn  a  Prol  inea.  You  act  to 
choose  the  processor  xou  want  — 
from  ver\  fast  (48(tDX2 /  5()MI  1/ )  to 
blindinglv  fast  (  Pentium  /  lOO.Vll  1/ ). 
This  wa\,  vou  don't  ha\i-  to  bu\-  more 
pc'rtormani.  c-  than  \ou  realK  need. 
And  it  s  desianed  so  that  \ou  can 
upt^rade  wheneNcr  vou  want. 
\\  umber  7uq.  You  ma\  be  familiar  with 
the  new  standard  bus  architecture 
called  PC  I.  HasicalU,  it  impro\es  upon 
the  previous  technoloa\  In  expandina 
the  data  path  to  52  bits  and  radic  alb 
spccdina  the  flow  ol  information  to 


\our  uses  demand  more,  select  586- 
class  models  are  now  available  with 
higher-performance  VR.AiVl  araphics. 
\\  umber  Four.  Por^iw  the  acronvnis, 
but  there's  also  a  PCI  local  bus  IDE 
intei'face.  I  his  not  onK  pa\s  off  in 
improved  disk  performance,  but  it 
suppoi'ls  up  to  tour  storatje  devices. 
Which  means  vou  can  easiiv  add 
another  hai^d  drive,  ta|ie  backup  or 
CD-F^OM  drive  w  hen  needed. 
\\umher  Five.  As  lona  as  we're  on  the 
subject  of  Cf)-ROM,  multimedia 
ProLinea  models  now  come  w  ith  our 


choose  a  configuration  with  a  disk 
capacitv  of  270MB,  420MB  or 
720MB.  Anv  of  w  hich  should  put  vou 
well  ahead  of  vour  burt^eonina  files. 
\\umhcr  Seven.  ProLinea  comes  with 
8MB  or  16MB  of  RAM,  depending  on 
the  model.  .And  vou  can  easiiv  expand 
it  to  156MB  or  192MB  — enough  tc 
take  adv  antawe  of  new  52-bit  operating 
sv stems,  I'un  several  programs  at  once 
and  work  with  spreadsheets  the  size 
of  Madison  Sc]uare  Garden.  i 
\\umber  Eight.  ProLinea  is  filled  vvitf 
features  designed  to  make  vour  life 


1 
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sicr.  It's  not  onK  pn,'  loaclc-d  w  illi  nn 
tcnsi\i,'  onliiH-  lnlp  s\st(,'m  and 
toniatfd  setup  soltwaiv,  it  now  has 
dcsit^ncd  doe  inin-ntation  to  hclji 
u  quickK  pinpoint  information.  It's 
o  optinii/ed  to  rim  new  operating 
items  like  Windows  '^S,  which  w  ill 
ike  your  future  eomputing  easier 
II.  E\er\'  model  supports  the  Plug- 
d-Plav  standard  that  w  ill  hring  a 
\v  simplicit^  to  the  proeess  of 
ding  expansion  eards.  (if  \ou  add 


I  \umhcr  Ten.  The  new  ProLinea  PC's 
have  been  di'signed  so  \()u  can  gc't 
inside  without  an\  special  tools. 
The  s\stem  hoard  slides  out  to 
accept  extra  memor\  or  a  |5rocessor 
upgrade.  The  hard  dri\e  cage  swings 
out  so  \()u  can  swap  disks  without 
reaching  into  inaccessihle,  finger- 
hi'uising  areas.  And  when  \nu  snap 
in  a  new  Compaq  hai'd  di"i\e,  nou 
won't  ha\c'  to  configui'e  an\  eniymatic 
jmnpers.  When   \()U   connect  the 


become  necessary,  installing  them  w  ill 
he  no  more  dilfic  Ldl  than  running  a 
software  utilit\  and  clicking  a  levy 
buttons  on  the  screen. 
\\iimhcr  Virc/rc.  And  w  hat  about  the 
en\  ii'onment?  LIsing  a  ProLinea  won't 
b\  itself  repair  the  o/one  la\c-r,  but  it's 
certainK  a  step  in  the  right  direction. 
For  the  sake  of  the-  atmosphere  —  and 
e\er\one  who  bi'eathes  it  —  our  PL' 
manufactm-ing  process  is  completely 
CI  L'-free.  .And  e\er\  model  is  now 


OBABLY    Sick    Of  Hearing 
SGUiSED    It    As    12  Improvements. 


ne\y  network  interface  card,  for     cables,  the  settings  ha\e  tl 


ample,  ProLinea  will  sense  the 
angc  and  automaticalK'  reconfigure 
softvyare  to  support  it.) 
umber  Nine.  "I'ou  decide  exactK  how 


a\e  tne  ijood 
sense  to  take  care  of  themseKes. 
I  \  umber  Eleven.  The  i'roLinea  s\  stem 
board  now  incorporates  F  lash  ROM 
technolof'N.   That  means  basic  s\stem 


pandable  you  want  your  ProLinea      ROW  can  be  updated  without  major  tl 


be.  You  can  select  a  desktop  model 
th  three  exj^ansion  slots  and  three 
pansion  bays  or  a  model  w  ith  four 
each.  Or  aou  can  choose  a  fi\e 
)t,  fi\e-ba\'  mini-tower  mode 
at  offers  maximimi  expandability 
ithout  takina  up  too  i 
uch  of  \our  space. 


PC  suroer\. 


future  s\stem  up(iates 


I  IntroJueincj  the  latest  line  o /  ProLinea  com p uters 


Energ\  Star-compliant,  which  means 
less  wasted  energ\  for  the  planet  and 
less  wasted  mone\  on  \oui'  powc  i'  bill. 

i  hese  are  the  impr(»\ements  that 
deiine  om'  appi'oac  h  to  value.  (We 
link  \ou  II  a^rc■c■,  it's  a  lot  more 
rewardiiici  than  cutting  corners.) 
in  fact,  our  new  l^roLinea  does  an 
xcelletit  job  of  ex[iressiiig  a  core 
belief  at  Compaq:  That  is,  the 
smartest  wa\  to 
build  better  \alue 
is  to  build  a  better 
.;.;:v-^^'-^-m*!i!vii  computer 


Economics 


OVERNMENT  FINANCE 


(RE  BLOCK  GRANTS 
FHE  ANSWER? 


lUmp-sum  papients  might 
ave  federal  dollars,  but  at 
he  local  level,  services  may 
uffer  and  budgets  rise 


It  sounds  like  a  piece  of  federal 
budgeteering  arcana.  But  in  the  Re- 
publican-controlled Congress  and  in 
statehouses  around  the  country,  the 
ock  grant  has  become  a  battle  cry. 
ager  to  cut  the  federal  budget  and 
ease  the  states,  members  of  Congi-ess 
ive  proposed  that  an  airay  of  aid  pro- 
-ams to  the  states  be  folded  into  larg- 
broad-purpose  block  grants.  Many 
Dvemors  are  also  urging  that  federal 
monies  no  longer  be  "micromanaged" 
id  that  state  administrators  be  given  a 
lance  to  put  federal  dollars  to  work 
lOre  efficiently — to  "do  more  with  less." 
Does  the  widespread  adoption  of 
ock  grants  make  economic  sense?  The 
iswer  is  yes,  as  long  as  Americans  are 
illing  to  accept  that  fiscal  discipline 
ill  ultimately  mean  lower  standards 
id  fewer  services  fi"om  their  state  and 
'Cal  governments.  But  they  shouldn't 
tpect  block  grants  or  any  other  bud- 
et-cutting  vehicle  to  work  economic 
dracles. 

Today,  15  block-grant  programs  are 
1  existence,  which  account  for  7.5% 
f  total  federal  aid  to  the  states.    '  ,^ 
fine  of  them  are  the  legacy  of  .Jlias*^^ 
resident  Ronald  Reagan's  push  ^ 
)r  a  new  federalism,  and  an  analy- 
s  of  those  progi'ams  showed  that  ad- 
linistrative  savings  of  2%  to  5%  were 
thieved,  says  George  E.  Peterson  of 
le  Urban  Institute  in  Washington, 
ince  federal  gi-ants  were  cut  by  12%, 
owever,  the  states  had  to  find  savings 
Isewhere.  In  some  cases  the  states 
'ere  able  to  kick  in  more  bucks,  but  in 
thers,  standards  and  services  eroded, 
e  says. 

Moreover,  the  block-gi-ant  experience 
)  date  has  been  faii-ly  limited,  and  what 
;  being  debated  in  Washington  is  on 
n  unprecedented  scale.  Not  only  are  a 
umber  of  the  nearly  600  federal  gi-ant 
rograms  to  the  states  likely  to  be 


rolled  into  block  grants  but  the  bigger, 
open-ended  entitlement  programs  such 
as  Aid  to  Families  with  Dependent  Chil- 
dren and  Medicaid  are  also  likely  to  be 
turned  into  block  grants.  When  that 
happens.  Congress  will  cut  funding. 
Right  now,  these  progi'ams  match  feder- 
al dollars  to  state  dollars,  with  some 

THE  BAHLE  OVER 
BLOCK  GRANTS 

WHAT  PROPONENTS  SAY: 

•  States  will  gain  flexibility 
•Federal  funds  will  be  cut  or  capped 
•states  will  realize  cost  savings 

WHAT  OPPONENTS  SAY: 

•standards  will  be  eroded 

•State  and  local  finances  will  come 
under  further  pressure 

•  Savings  will  be  achieved  at  the 
expense  of  aid  recipients 
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especially  poor  states  getting  as  many 
as  four  federal  dollars  for  every  dollar 
they  spend  on  welfare.  Ah-eady,  a  propo- 
sal to  cut  funds  for  school  lunches  and 
roll  the  progi-am  into  a  block  gi-ant  has 
drawn  fii"e. 

The  sudden  removal  of  matching 
funds  means  that  as  demand  for  ser- 
vices gi'ows,  states  will  have  to  make  up 
the  federal  match  themselves,  change 
the  level  and  quality  of  services,  or  do 
both.  The  likely  outcome,  says  Peter- 
son, is  "spiraling  parsimony,  as  every 
state  scrambles  to  avoid  becoming  a 
welfare  haven  that  treats  the  poor  more 
generously  than  its  neighbors." 
WAIVING  WAIVERS.  Block  grants  may 
not  afford  the  states  as  much  flexibility 
as  they  anticipate.  For  one  thing,  no 
block  gi'ants  will  give  governors  carte 
blanche  as  to  how  to  spend  federal  mo- 
nies. Indeed,  a  recent  General  Account- 
ing Office  study  found  that  over  time, 
new  funding  constraints  were  added  to 
the  1981  block  grants  because  of  con- 
cerns that  the  states  weren't  meeting 
national  needs. 

Still,  many  states  may  be  content 
simply  to  operate  under  fewer  con- 
straints than  before.  Wisconsin  officials, 
who  hope  to  cap  off  10  years  of  welfare 
refoirn  by  eliminating  all  afdc  payments 
by  1997,  traveled  to  Washington  to  get 
149  waivers  from  tlii-ee  Presidential  Ad- 
ministrations to  implement  14  different 
welfare  experiments.  A  welfare  block 
gi'ant  would  ehminate  the  need  for 
such  waivers. 

Coping  with  the  cutbacks  in 
federal  dollars  may  also  prove 
more  difficult  than  proponents  of 
block  grants  contend.  Wliile  some 
states  were  able  to  make  up  the  short- 
fall by  ramping  up  theii"  own  spending 
in  the  early  1980s,  it's  not  clear  that 
will  happen  this  time  around.  Most 
states  are  now  i-unning  surpluses,  but 
slower  growth  means  those  surpluses 
will  soon  "melt  away,"  observes  Steven 
Gold,  director  of  the  Center  for  the 
Study  of  the  States  at  the  State 
University  of  New  York  at 
Albany.  Governors 
who  have  prom- 
ised or  enacted 
tax    cuts  will 
have  to  contem- 
plate tax  increas- 
es, and  more  fund- 
ing burdens  may  be 
pushed  down  to  local- 
ities, says  Gold. 
But  across  the  coun- 
try,   the  overwhelming 
mood  is  in  favor  of  budget 
cuts  and  tax  relief,  even 
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The  Corporation 


at  the  local  level.  And  in  some  states, 
such  as  Wisconsin  and  Oregon,  local 
property  tax  relief  is  forcing  state  gov- 
ernments to  shoulder  a  greater  share 
of  the  K-12  education  budgets.  This 
means  that  already  scarce  resources  in 
state  budgets  must  be  reallocated  to- 
ward education.  And  that  leaves  less 
for  social  programs  that  the  federal  gov- 
ernment once  helped  to  fund. 

Most  analysts  doubt  that  the  states 
will  pick  up  the  slack.  If  states  have  to 
pay  a  full  dollar  to  increase  spending 
by  a  dollar  on  programs  for  which  the 
federal  government  once  offered  match- 
ing funds,  then  they  have  no  incentive 
to  devote  more  resources  to  the  pro- 
grams, says  Robert  D.  Reischauer  of 
the  Brookings  Institution,  who  until  re- 
cently was  the  head  of  the  Congres- 
sional Budget  Office.  During  recessions, 
when  demand  for  social  programs  inev- 
itably picks  up,  there  will  be  even  more 
of  a  squeeze  on  resources. 
SUPPING  STANDARDS?  Still,  many  states 
believe  they  can  meet  the  challenge  of 
new  spending  hmits.  But  that  almost 
certainly  will  require  a  change  in  stan- 
dards. How  this  is  accomplished  can 
make  the  difference  between  judicious 
reform  of  social  programs  and  whole- 
sale evisceration  of  those  progi-ams.  Ca- 
pabilities of  officials  vaiy  across  states, 
as  does  the  inclination  to  make  programs 
effective.  Wisconsin's  welfare  reforms, 
for  example,  required  more  up-front 
spending  on  training  and  job  placement 
in  order  to  secure  long-term  savings. 

Not  all  states  wall  favor  such  a  strat- 
egy. When  federal  day-care  require- 
ments were  eliminated  as  part  of  one  of 
the  Reagan  block  gi'ants,  the  state  of 
Texas  managed  to  care  for  about  16% 
more  childi'en  in  day  care  at  almost  20% 
less  cost  to  the  state.  But  Texas  altered 
the  minimum  ratios  of  staff  to  children, 
allowing  1  staff  member  to  care  for  as 
many  as  13  toddlers.  The  federal  stan- 
dard had  required  that  1  staffer  care 
for  no  more  than  4  toddlers. 

If  block  grants  are  widely  adopted 
by  Congress,  Americans  will  see  a 
range  of  responses  across  states  as 
standards  and  eligibility  requirements 
change.  The  effects  may  not  seem  so 
dramatic  in  1995  or  1996,  but  they  are 
sure  to  be  in  later  years  as  the  effect 
of  caps  on  federal  grants  begins  to  bite. 
The  unanswered  question,  says  Gold 
of  the  Center  for  the  Study  of  the 
States,  is  whether  the  American  public 
vdll  tolerate  a  shrinkage  in  social  ser- 
vices, no  growth  in  school  budgets, 
higher  state  university  fees,  and  an 
overall  diminution  of  services.  If  they 
won't,  then  block  grants  may  come  to 
be  regarded  as  one  moi'e  failed  recipe 
for  economic  reform. 

By  Karen  Pennar  in  New  York 


MANAGEMENT 


MANAGER  SEE. 
MANAGER  DO 

Research  on  chimps  offers  clues  to  human  power  plays 


How  did  Newt  Gingi'ich  climb  from 
lowly  congi-essional  backbencher  to 
Speaker  of  the  House  in  a  mere 
five  years?  Part  of  the  answer  may  lie 
in  the  work  of  Dutch  primatologist 
Frans  de  Waal,  who  studies  how  power 
is  won  and  lost  within  a  large  commu- 
nity of  chimpanzees. 

Gingrich  has  been  an  avid  follower 
of  de  Waal's  work  for  years.  He  has 
even  placed  de  Waal's  Chimpanzee  Pol- 
itics: Power  and  Sex  among  Apes  on 
his  recommended  reading  list  for  fresh- 
men Republicans,  along  with  better- 
known  texts  such  as  the  Declaration  of 
Independence,  the  U.  S.  Constitution, 
and  the  Federalist  Papers. 

What  secrets  of  power  has  Gingrich 
gleaned  from  our  simian  cousins?  In 
short,  how  to  win  power  by  forming 
tactical  coalitions  and  mounting  fierce 


psychological  attacks  on  those  blocking 
the  way.  Chimpanzee  Politics  chroni- 
cles a  three-month  power  struggle  in 
which  Luit,  an  ambitious  male  chimpj 
waged  a  carefully  crafted  campaign  tc 
oveitlirow  Yeroen,  the  autocratic  estab- 
lished leader.  To  pull  it  off,  Luit  played 
the  populist  by  gi'ooming  lower-ranking 
chimps.  He  also  punished  Yeroen's  sup- 
porters and  refused  to  greet  Yeroen 
with  the  polite  submissiveness  usuallj 
accorded  his  rank. 

It's  a  strategy  Gingrich  aped  in  his 
assault  on  former  Speaker  Jim  Wright 
For  more  than  a  yeai",  Gingrich  attacked 
Wright's  ethics  while  cultivating  allies 
His  campaign  gained  momentum  as  the 
widely  disliked  Wright  began  to  cnxmbk 
under  pressure.  Wright  resigned  in  1989 
and  the  once  obscure  Gingrich  was  es- 
tablished as  a  major  power  "It  mad( 
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DE  WAAL:  "Corporate  life  is  a  male  hunting  venture" 


igrich  a  big  man  in  Re- 
blican  politics,"  says  John 
Barry,  whose  The  Ambi- 
n  and  the  Power  chroni- 
d  Gingrich's  tactics  and 
•ight's  downfall.  "Every- 
3  loves  a  winner,  and  he 
lowed]  that  the  way  to 
it  these  guys  is  to  just  tear 
!m  up,  rip  them  up,  not  be 
gentleman  anymore."  Gin- 
ch  declined  comment. 
While  Gingrich  has  found  de 
lal's  work  instructive  in  the 
itical  arena,  the  scientist's  ob- 
•vations  may  be  even  more 
jlicable  to  corporate  behavior, 
orporate  life  is  a  male  hunting 
iture,"  notes  de  Waal.  "They 
nt  for  money." 

,LE  ANIMAL.  So  what  lessons 
m  chimp  behavior  hold  true  in 
•porate  life?  The  ceo  shouldn't 

too  high-hanaed,  for  one  thing, 
ominant  males  are  always  paranoid," 

Waal  says.  But  they  can't  allow 
?mselves  to  be  too  aggressive  or  im- 
^ous,  because  then  their  lieutenants 
/ote  themselves  to  finding  a  chance  to 
:  rid  of  them.  Loners  are  always  vul- 
rable,  because  they  have  no  one  to 
)port  them  in  times  of  crisis.  And  for 
iications  of  who  is  holding  and  who  is 
ing  influence,  watch  whose  jokes  are 
ghed  at  and  whose  ideas  get  ignored 
meetings.  The  chimp  analogue?  If 
u-ranking  animals  fail  to  heed  the 
-ninant  male's  displays  of  hooting  and 
irging,  it's  a  sign  ""i—i— ■ 
s  losing  status. 
So  maybe  the  law 

the  jungle  isn't 
;h  a  far  cry  from 
itract  law  after  all. 
nee  you've  seen 
mps  in  action  and 
)ught  about  evolu- 
nary  psychology, 
i  way  you  look 
workplace  life 
II  forever  change," 
oes  Robert  Wright, 

science  writer 
lose  recent  The 
rral  Animal  dwells 
some  length  on  de 
ial's  work.  "Much 
)re  than  people 
asciously  realize, 
irkplaces  are  full  of 
otle  jockeying  and 
istant  gamesman- 
ip.  Any  ceo  who 
ads  Chimpanzee 
ditics  will  never 
■get  it." 

The  animals  of 
dm.panzee  Politics 
i  back  in  de  Waal's 


MANAGEMENT  SECRETS 
OF  THE  CHIMPS 

Five  tenets  of  corporate  life, 
according  to  primatologist 
Frans  de  Waal: 

•  The  top  executive  is  always  par- 
anoid— and  v«th  good  reason. 

•  Being  too  aggressive  results  in  a 
leader's  eventual  downfall.  Alien- 
ated subordinates  exploit  any  op- 
portunity to  be  rid  of  the  dictator. 

•  Loners  are  by  definition  power- 
less, since  they  lack  a  coalition  to 
back  them  in  times  of  crisis. 

•  Meetings  are  a  forum  for  testing 
the  strength  of  coalitions.  Watch 
whose  jokes  get  laughed  at  and 
whose  ideas  are  ignored. 

•  After  any  contretemps,  the  war- 
ring parties  need  to  mend  fences 
to  carry  on  with  the  business  of 
the  day.  But  the  person  who  in- 
itiates the  reconciliation  is  the 
one  who  needs  it  most. 


APING  THE  PRIMATES 

Gingrich,  a  devotee  of  de  Waal, 
toppled  Speaker  Wright  in  1989 

native  Netherlands.  He  now  conducts 
his  research  at  Emory  University's 
Yerkes  Regional  Piimate  Reseai'ch  Cen- 
ter, a  leafy,  117-acre  compound  that  is 
home  to  thousands  of  hooting  macaques, 
rhesus  monkeys,  bonobos,  and  chimpan- 
zees. Human  contact  is  kept  to  a  mini- 
mum, and  no  one,  not  even  de  Waal, 
dares  to  venture  among  the  adult 
chimps,  which  are  often  ferocious  and 
unpredictable.  Eschewing  the  air-condi- 
tioned  faculty  offices 
on  a  nearby  hill,  de 
Waal  works  in  a  hut 
on  stilts  that  juts 
over  the  wall  of  the 
chimp  compound. 
Part  of  the  hut's 
floor  and  one  wall 
are  made  of  clear 
plastic,  so  that  de 
Waal  won't  miss  any 
of  the  soap-operatic 
doings  below. 

De  Waal's  cuiTent 
group  is  led  by  Jim- 
oh,  a  smalHsh  male 
who  has  a  rather 
tenuous  hold  on 
power.  Since  Socko, 
an  adolescent,  will 
wage  his  own  chal- 
lenge to  Jimoh's 
leadership  in  two 
years  or  so,  Jimoh 
keeps  a  close  eye  on 
him.  But  Socko  is  al- 
ready busy  laying 
the  gi'oundwork  for 
his  big  campaign.  He 
takes  pains  to  estab- 
lish his  rank  above 


others  in  the  colony,  genial- 
ly plays  with  the  infants, 
and  reinforces  his  close  re- 
lationship vdth  Peony,  the 
dominant  female.  In  ad- 
dition, Socko  tests  his 
bravery  by  trying  to 
mate    on    the    sly — a 
: .  strict  no-no  as  far  as 
Jimoh  is  concerned. 

But  since  Jimoh  has 
never  had  a  very 
strong  grip  on  his  role 
as  leader,  his  subjects 
exert  considerable 
control  over  what  he 
can  get  away  with. 
If  he  were  to  mis- 
treat an  infant,  for 
example,  the  out- 
raged masses  would 
quickly  move  to  keep 
him  in  check.  This 
"shows  a  limit  to  his 
dominance,"  explains  de  Waal.  "He's  con- 
trolled by  a  coalition  from  below."  Like 
any  leader  who's  not  a  despot,  "you 
have  to  make  deals." 
ORGAN  GRINDER.  Since  Chimpanzee  Pol- 
itics first  appeared  several  years  ago,  de 
Waal  has  focused  his  studies  on  the 
aftermath  of  aggression  and  power 
struggles.  Since  no  community  can  exist 
in  a  constant  state  of  upheaval,  de  Waal 
is  intensely  interested  in  how  a  new 
leader  establishes  peace.  Doing  so  is 
crucial  to  any  leader's  remaining  in  the 
top  spot  for  long.  The  most  effective 
peacemaking  tactics  involve  repairing 
relations  with  the  lowest-ranking  mem- 
bers of  the  group  and  courting  a  few 
strategically  placed,  higher-ranking  indi- 
viduals as  allies. 

Gingrich's  attention  both  bemuses  and 
alarms  the  primatologist.  De  Waal  has 
never  met  Gingiich  but  warns  that  the 
lessons  of  his  own  work  with  chimps 
could  lead  an  overly  ainbitious  pereon  to 
brash  acts.  The  chimps  "can  be  horrible 
to  each  other,"  de  Waal  says.  "I  don't 
know  if  I  should  be  flattered  or  wor- 
ried" by  Gingrich's  interest. 

He  adds  that  the  new  Speaker  would 
do  well  to  pay  more  attention  to  peace- 
making and  coahtion-building  than  naked 
aggi'ession.  It's  valuable  advice,  espe- 
cially considering  the  fate  of  Luit,  the 
hero  of  Chimpanzee  Politics.  After  the 
book  went  to  press,  a  restive  Yeroen, 
the  deposed  leader,  hatched  a  dark  plot 
with  a  strong  young  ally.  One  night, 
they  ambushed  Luit,  savagely  murder- 
ing him — ripping  off  his  toes  and  cas- 
trating him.  The  murder  was  so  rare 
and  gruesome  that  it  still  pains  de  Waal 
to  speak  of  it. 

Gosh,  how  awful.  Does  Newt  know? 

By  Elizabeth  Lesly 
in  Laurrenceville,  Ga. 
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We're  redefining  pizza  and  letting  people 
know  that  it  can  be  anything  they  want  it  to 
be.  i!  butter- 

food  that  you  associate  with  home,  with 
your  past,  with  growing  up. 

There  are  about  27  different 
kinds  of  pizza  on  the  California 
Pizza  Kitchen  menu.  That's 


no  sense  to  us  whatsoever. 

We  listen  to  our  customers  and  accom- 
modate their  needs.  And  when  our  customer 
reaches  for  the  American  Express'  Card 
and  hands  it  to  us, 
accept  It. 

After  all,  we  personally  use  our 
American  Express  Cards  all  over  the  world. 


because  we  like  choices,  not 
limitations.  People  come  into 
our  restaurants  for  adventure, 
to  be  experimental,  to  try  some- 
thing they've  never  tried  before. 

'■■^c6om  of  ciio 

We've  watched  where  other  busi- 
nesses have  limited  ways  in  which  the 
customer  pays  and  that  makes  absolutely 


99 

It  allows  us  freedom  and  comfort  and 
security.  Why  in  the  world  would  we 
no  to  a  customer? 

American  Express  is  welcomed  at 
restaurants  everywhere  as  part  of  the 
^i,,^         r>;,,c;n.o.  program. 

Founders,  California  Pizza  Kitchen 


Alex  Trotman's  daring  global  strategy 


Waiting  backstage  at  February's  Chicago 
Auto  Show  to  introduce  the  all-new  Taur- 
us station  wagon.  Ford  Motor  Co.'s  dapper 
chaiiTnan,  Alexander  J.  Ti'otman,  reviewed 
the  cue  cards  for  his  speech  with  the  me- 
thodical discijjline  of  a  fonner  RAF  naviga- 
tor, then  set  them  aside.  He  waved  off  an 
aide  who  offered  a  copy  of  his  speech  to 
take  onstage,  saying:  "I  don't  stick  to  the  script,  anyway." 

He  never  has.  Although  Trotman,  (il,  has  a  master-'s  degTee 
in  business,  he  skij^ped  college.  In  1969,  when  Ford  senior 
management  refused  to  transfer  him  fi-om  Britain,  the  English 
native  bought  his  own  ticket  to  the  U.  S.  and  talked  his  way 
into  a  job  at  Ford  headquarters  in  Dearborn,  Mich,  (page 
100).  So  a  bit  of  skepticism  was  in  oi-der  when,  after  Ti-otman 
was  named  chaiiTnan-to-be  in  October,  1993,  he  proclaimed: 
"The  top  priority  is  to  keep  doing  what  we've  been  doing." 

Trotman  has  since  not  only  torn  up  the  script,  he  has  re- 
written the  hook.  Three  weeks  after  being  named,  the  future 
chairman  held  a  meeting  of  senior  managers  at  Ford's  London 
office.  As  I  hey  debated  merging  Ford's  separate  North  Amer- 
ican and  European  engine  and  transmission  units,  Ti'otman, 


unable  to  speak  because  of  laryngitis,  scribbled  notes.  Slnw 
ly  he  planted  an  idea:  Why  stop  at  engines  and  transmissions 
Why  not  tear  apart  Ford's  regional  structui'e  and  combin 
auto  operations  into  one  single  global  company? 

The  performance  was  vintage  Ti'otman.  The  no-nonsen.^^' 
manager  clearly  knew  where  he  wanted  to  go  but  issued  n 
toi3-dovai  commands.  Instead,  Trotman  prodded  his  managei, 
to  his  point  of  view.  But  by  day's  end,  the  outcome  h 
achieved  was  no  less  bold:  The  meeting  marked  the  birth  ( 
Ford  2000,  a  sweeping  remake  of  the  world's  No.  2  aut; 
maker  that  Ti-otman  launched  in  January. 

The  pressures  driving  Ti'Otman's  effort  to  reshape  Ford  ai| 
painfully  obvious:  With  completely  independent  auto  unili 
designing  and  selling  their  own  vehicles  on  each  side  of  til 
Atlantic,  Ford  has  long  paid  a  price  in  duplicated  effort 
waste,  and  high  costs.  Top-heavy  and  bureaucratic,  Foif 
spends  far  too  much  time — and  money — designing  new  car|i 

By  combining  the  North  American  and  European  uni| 
into  a  unified  comj^any,  Ti'otman  hopes  to  transform  Ford  inp 
a  far  more  nimble,  efficient  competitor.  Global  product  team' 
will  now  design  cars  to  be  sold  around  the  world.  But  Trol 
man's  ambitions  for  Ford  2000  go  well  beyond  cost-cuttinj 
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il'e-size  video  view 
fa  small-car  design 
elps  engineers 
ustomize  cars  for 
iverse  markets 


He's  counting  on  the  shift  to  a 
global  organization  to  prime 
Ford  for  growth  in  emerging 
markets.  Ti'otman's  vision,  in 
short,  amounts  to  a  massive 
overhaul  that  is  shaking  the  91- 
year-old  company  to  its  roots — 
and  that  has  placed  Foi'd  at  the 
forefi'ont  of  moves  by  U.  S.  com- 
anies  to  boost  performance  by  ranning  far-flung  w^orldwide 
aerations  in  a  fai-  more  coordinated  manner.  "In  ter-ms  of  glo- 
dl  integration,  this  puts  [Ford]  among  the  leaders  now," 
iys  George  Yip,  an  associate  professor  at  ucla's  Andei'son 
raduate  School  of  Management. 

Yet  making  Ford's  two  independent  units  operate  as  one 
ill  be  no  easy  task.  "Ford  2000,  in  a  sense,  is  the  largest 
lerger  in  histoiy,"  says  Morgan  Stanley  &  Co.  analyst  Scott 
.  Merhs.  "Ford  of  Europe  and  Ford  North  America  togeth- 
r  [are]  a  $94  billion  company,  and  RJR-Nabisco  was  only 
U  billion  in  revenues."  Like  any  merger,  this  one  brings 
sks.  Asking  designers  to  take  into  account  the  needs  of 
iverse  markets  may  slow  Ford's  new-car  development  pro- 


TROTMAN  HAS  BIG  GOALS  FOR  FORD  2000... 

GLOBALIZATION  In  January,  Trotman  merged  Ford's 
European  and  American  auto  operations;  next  year, 
South  America  and  Asia  join  in.  By  decade's  end,  the 
global  remake  could  slash  $3  billion  from  Ford's  annu- 
al costs  by  elimmating  duplication  in  product  develop- 
ment and  letting  Ford  turn  to  fewer,  global  suppliers. 

CUTTING  BUREAUCRACY  By  eliminating  20%  of  top 
managers,  instituting  "no-fault"  meetings,  and  creat- 
ing multifunction  teams  to  design  and  market  cars, 
Trotman  is  breaking  Ford's  once-rigid  bureaucracy. 
New  car  projects  are  now  O.K.'d  in  less  than  a  month. 

LOOKING  TO  NEW  MARKETS  With  new  ventures 
under  way  m  China,  Vietnam,  India,  and  Poland,  and  a 
restructuring  in  South  America,  Trotman  is  counting  on 
Ford's  global  approach  to  fuel  sales  in  fast-growing 
emerging  markets. 

...BUT  PLENTY  OF  CHALLENGES  REMAIN 

AVOIDING  INFIGHTING  Europeans  and  Americans 
must  now  share  power  and  learn  to  work  more  closely 
together.  With  a  slew  of  model  redesigns  coming  out 
and  signs  of  a  market  slowdown,  Ford  can't  afford  par- 
alyzing internal  power  struggles. 

MAKING  IT  WORK  Ford's  first  try  at  a  global  car  took 
6  years  and  $6  billion  to  build.  Trotman  must  prove 
that  working  globally  will  speed  up — not  slow  down — 
product  development  and  won't  produce  a  bland 
"world-mobile"  that  pleases  no  one. 

PRICING  RIGHT  Ford  has  continued  to  raise  prices, 
leaving  it  more  dependent  on  rebates  and  leasing 
deals.  If  a  slowdown  comes,  Ford  risks  pricing  itself 
out  of  the  market. 

CATCHING  UP  Ford  may  be  speeding  efforts  in  devel- 
oping markets,  but  it  trails  Japanese  rivals  in  Asia  and 
others  in  South  America.  With  all  major  carmakers  eye- 
ing growth  in  those  markets,  it's  in  for  a  tough  fight. 


cess  rather  than  speed  it  up.  And  cars  designed  to  satisfy 
drivers  around  the  world  may  end  up  pleasing  no  one. 

At  the  same  time,  a  transfomiation  of  this  scope  poses 
huge  management  and  morale  challenges:  Vast  numbers  of 
employees  will  find  themselves  in  new  jobs  with  new  bosses. 
Any  delays  could  be  devastating — leading  some  to  question 
Trotman 's  very  premise.  "Why  on  earth  would  you  want  to 
create  these  gigantic  earth-spanning  organizations?"  asks  a 
senior  executive  at  one  Detroit  rival.  He  says  the  cumber- 
some decision-making  in  a  big  organization  often  vdpes  out 
savings  created  by  global  products. 

While  Ford  frets  about  internal  issues,  problems  loom. 
With  the  U.  S.  auto  market  showing  signs  of  slowing,  now  is 
no  time  for  navel-gazing.  "The  second  we  get  our  oi'ganization 
focused  on  how  we  organize  ourselves  instead  of  on  our  cus- 
tomers, we're  in  trouble,"  says  G.  Richard  Wagoner  Jr.,  head 
of  General  Motors  Corp.'s  North  American  automotive  unit. 

At  first  blush,  Ti-otman  seems  to  have  chosen  an  odd  time 
to  fix  Ford.  The  company  i-eported  record  earnings  of  $5.3  bil- 
lion in  1994,  up  110%,  on  record  revenues  of  $128  billion,  an 
18%  gain  (chart).  With  red-hot  models  such  as  the  sporty 
Mustang,  the  midsize  Taui-us,  and  the  four-wheel-drive  Ex- 
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plorer  fueling  sales,  Ford's  25.2%  of  the  U.  S.  market  is  held 
back  only  by  its  capacity:  Its  }jlants,  among  the  most  efficient 
in  the  U.S.,  ran  at  111%  of  straight-time  capacity  in  1994. 
Ford's  European  operations,  excluding  Jaguar  Motors  Inc., 

  swimg  into  the  black 

last  year  with  $388 
million  in  profits  on 
sales  of  $22  billion. 
Ford's  Financial  Sei-vices  Group  is  also  solidly  profitable. 

But  the  glitter  of  those  figures  obscures  some  real  prob- 
lems. Ford,  Ti'otman  knows,  could  do  better.  Rivals  ar-e  more 
efficient  at  getting  new  models  to  market  fastei-.  The  TauiTis, 
foi'  example,  took  five  years  to  redesign,  while  Japanese 
competitoi's  redid  competing  models  in  four.  And  Chiysler 
gave  biilh  to  the  Neon  subcompact  in  just  31  months.  Chiys- 
ler is  also  far  more  profitable,  earning  a  sparkling  $2,110 
operating  profit  on  every  vehicle  it  sold  last  year;  Ford  made 
$877.  Chrysler's  pretax  profit  margin  on  autos,  at  11.6%,  was 
twice  Ford's  5.4%.  And  Toyota  is  far  more  efficient,  churning 
out  37  vehicles  per  worker  to  Ford's  20. 

Better  to  fix  those  problems  now,  Tr'otman  figures,  than 
during  the  next  downturn.  He  has  some  breathing  space — 
most  forecasters  see  car  sales  up  modestly  this  year,  with  no 
di'op  until  1996.  But  the  inevitable  slump  will  magnify  Ford's 
big  weakness:  poor-  wliite-coUar  j)roductivity,  mostly  caused  by 
high  nev  car  development  costs. 

TOP  HEAVY.  Much  of  the  problem  stems  from  the  increased 
overhead  costs  of  separate  units  in  Noith  America  and  Eu- 
rope. A  top-heavy  bureaucracy  that  forced  designers  to  seek 
endless  approvals  for  new  projects  has  also  hampered  Forxl's 
efforts  to  get  cars  out  faster.  And  Ford  has  lagged  behind 
Chrysler  and  Japanese  makers  in  money-  and  time-saving  in- 
novations such  as  having  designers,  engineer-s,  and  mar'keter-s 
woi'k  on  teams  together 

But  the  biggest  pr-oblem  is  that  Forxl  simply  spends  too 
much  developing  new  car's.  Having  delayed  spending  on  new 
engines  and  transmissions  in  the  ear-ly  1980s,  Ford  is  now 
playing  catch-up.  Since  1987,  Foi-d's  annual  capital  spending 
has  risen  126%,  to  $8.3  billion,  while  Chrysler's  has  gone  up 
just  98%.,  to  $;3.8  billion,  even  as  Chrysler-  launched  an  aggi-es- 
sive  arr-ay  of  new  car-s  and  tr-ucks.  And  needless  duplication  of 
design  efforts  between  the  U.  S.  and  Europe  added  more 
costs:  For-d  cur-r-ently  has  sLx  differ-ent  foui--cylinder-  engines  in 
Eiu-ope  and  Nor-th  America,  although  For-d  admits  two  would 
suffice.  The  cost  of  developing  a  typical  engine:  $1  billion. 
Mor-eover-,  developing  separate  car-s  for-  both  major  mai-kets 
adds  to  pur-chasing  costs.  By  ending  r-edundant  desig"n  efforts 
and  r-eaping  the  economies  of  scale  inher-ent  in  buying  fi-om  a 
smaller-  number-  of  global  supplier-s,  Tr-otman  claims  that  For-d 
will  slash  $2  billion  to  $3  billion  fr-om  costs  by  decade's  end. 

Besides  saving  time  and  money,  Tr-otman  is  also  counting 
on  the  global  r-emake  to  help  Ford  push  mor-e  aggi-essively 
into  emerging  mar-kets.  In  the  past,  the  needs  of  those  mai-- 


kets  have  been  overiooked.  But  with  most  of  the  world 
auto  sales  gi-owth  expected  to  occur  in  emer-ging  markets  : 
the  coming  decade.  Ford  is  speeding  efforts  abr-oad.  In  the  ] 
months  since  Tr-otman  became  chair-man,  Foi'd  has  set  i 
thr-ee  auto-parts  plants  in  China,  negotiated  a  sales  offi( 
and  an  assembly  plant  in  Vietnam,  built  an  assembly  plant 
Poland,  and  taken  an  equity  stake  in  an  Indian  car-maker-.  1 
February,  Ti-otman  made  his  second  trip  to  China.  As  the  (in 
one  of  the  Big  Thr-ee  not  building  vehicles  ther-e,  For-d  bad 
wants  a  deal  now  being  negotiated  to  build  150,000  midsi: 
sedans  annually.  "You'd  better-  get  your  passports  up  to  da 
if  you  want  to  keep  up  with  us,"  crows  Edward  E.  Hage 
locker-,  pr-esident  of  Ford's  automotive  oper-ations. 

Still,  those  mar-kets  ar-e  incr-edibly  competitive,  gm  is  also 
the  r-imning  for-  the  sedan  plant,  and  all  the  wor'ld's  major  au 
maker-s  ar-e  angling  for-  a  stake  in  Chinese  jjlans  to  develop 
for-dable  "family"  car-s.  And  alr-eady,  Japanese  carmake 
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SHAKE  IT  UP 

Preparing  an 
Explorer  for 
vibration  tests  at 
Ford's  Advanced 
Engineering  Center 
in  Dearborn 


ave  stolen  a  mai-ch  on  Ford  in  Southeast  Asia,  wliile  both  gm 
nd  Italy's  Fiat  are  in  high  gear  in  Latin  America.  If  Ford 
;umbles  in  those  markets,  it  risks  losing  its  status  as  the 
orld's  No.  2  carmaker. 

Not  that  Ti-otman  is  content  to  be  No.  2.  At  an  October 
leeting  in  Orlando,  Ti-otman  told  Ford's  top  2,000  managers 
lat  it  could  snare  30%  of  the  Noilh  American  vehicle  market 
id  15%  of  the  European  market  "if  we  have  the  will  to  do 
."  He  even  says  he  wants  Ford  to  land  5%  to  10%-  of  the 
ipanese  market.  Add  it  all  up,  and  it's  clear  that  Ford  is 
living  to  replace  gm  as  the  world's  biggest  carmaker. 
'ASTED  CHASE?  Such  goals  may  be  good  for  rex'ving  up  the 
•oops,  but  rivals  dismiss  them  as  unrealistic.  "Those  figiu'es 
"6  easy  to  talk  about  but  hard  to  delivei;"  says  gm  President 
)hn  R  Smith  Jr.  For  Ford  to  reach  30%-  in  the  U.  S.,  gm 
ould  have  to  lose  1%  eveiy  year  for  the  rest  of  the  decade, 
id  Ford  would  have  to  snap  up  all  of  it,  with  none  going  to 
hrysler  or  the  Japanese.  As  for  Em-ope,  Foixl  lost  the  No.  3 
)ot  to  GM  in  1990,  and  Ford's  share  has  i-emained  roughly 
It,  at  below  12%,  ever  since.  It's  an  even  taller  order  in  Ja- 
in, where  all  impoits  combined  total  just  4.6%. 

Rivals  ask  whether  it's  a  goal  even  woith  pursuing.  "Wliy? 
'hat's  the  value  of  being  big?"  asks  Chrysler  President 
obeit  A.  Lutz.  He  argues  that  chasing  market-share  targets 
ist  leads  to  "buying"  sales  with  excessive  incentives. 

To  some  extent,  Ford  is  already  doing  that.  Although  its 
lurus  was  the  best-seUing  car  in  the  U.S.  in  1994,  Ford 
"abbed  that  slot  in  part  by  offeiing  sweet  leases  in  De- 
;mber  to  guarantee  it  wasn't  beaten  by  Honda  Motor  Co.'s 
ccord.  And  it  recently  offered  incentives  to  keep  sales  of  its 
'indstar  and  Aerostar  minivans  cooking.  But  Ford  can't  af- 
rd  to  buy  its  way  to  a  30%  share:  The  auto  maker's  fouith- 
larter  incentives  came  to  a  steep  $860  per  car,  well  above 


GM's  $738— let  alone  Chiysler's  .$410. 

Ti'otman  asserts  that  Ford's  future 
gains  will  come  from  churning  out 
better  cars  at  lower  costs  thanks  to 
the  restructuring.  And  he  has  bal- 
anced his  call  for  growth  with  tough 
financial  targets:  He  wants  Ford's 
automotive  operations  to  achieve  an 
average  5%  aftertax  return  on 
sales — across  the  entire  boom-and- 
bust  cycle.  That  would  be  no  mean  feat:  Even  amid  1994's 
record  profits,  Ford's  aftertax  return  was  only  3.6%,  although 
Foi-d  North  America  hit  4.2%..  Says  John  M.  Devine,  Ford's 
cliief  financial  officer:  "The  acid  test  for  Ford  2000  is  i-eal  sim- 
13le.  We  have  to  improve  our  financial  results,  and  we  have  to 
improve  our  competitive  results." 

How  to  get  to  Ford  2000  from  Ford  1995?  The  restinctur- 
ing  has  begun  with  the  merger  of  the  U.  S.  and  Euroi)ean 
pi-oduct-development  operations.  Ford  has  created  five  new 
"Veliicle  Centers" — four  in  the  U.  S.,  one  in  Em'0]3e — each  re- 
sponsible for  designing  a  different  type  of  vehicle  world- 
wide. Roughly  500  Americans  have  moved  overseas  to  join 
the  new  European  team  overseeing  small-car  development 
globally.  Meanwhile,  an  equal  number  of  Europeans  have 
come  to  Dearborn  to  design  all  of  Ford's  reai-wheel-diive  cai's 
and  commercial  tracks.  Still,  Ford  will  have  to  prove  it  can  do 
better  at  merging  product-development  across  the  Atlantic 
than  it  has  across  the  English  Channel;  it  has  yet  to  combine 
its  car  development  centers  in  Britain  and  Gennany. 

It  will  take  some  time  to  see  the  impact  of  those  new 
teams;  new  models  designed  by  the  veliicle-center  teams  won't 
hit  the  market  until  late  1997.  But  as  those  models  anive,  the 
use  of  common  parts  and  global  suppliers  will  grow-.  That's 
where  Trotman  is  comiting  on  big  savings.  CuiTently,  Europe- 
an and  American  cai-s  have  no  parts  in  common.  Ti-otman  ex- 
pects to  win  better  deals  as  Ford  buys  larger  numbers  of 
parts  from  fewer  global  supphers.  Ford  estimates  that  by 
cutting  suppliers  of  goods  other  than  auto  parts — eventhing 
fi'om  machine  tools  to  office 


supplies — fi'om  50,000  today 
to  5,000  by  1997,  for  example, 
it  will  save  $1  billion. 

Ti'otman  is  also  counting 
on  a  sluft  to  product-oiiented 
teams  to  imi)rove  productiv- 
ity. He  has  jettisoned  Ford's 
functional  product -develop- 
ment structure,  in  which  a 
brake  engineer  might  tem- 
porarily be  assigiied  to  work 
on  a  new-  Taunis.  Now?,  engi- 
neers are  assigned  perma- 
nently to  one  of  the  vehicle 
centers  and  will  work  closely 
in  teams  with  designers  and 
marketers  to  build  products 
for  individual  countries. 

To  ease  the  transition, 
managers  from  both  sides  of 
the  Atlantic  also  engaged  in 
a  massive  reengineeiing  pi'o- 
ject.  Aiming  to  cut  costs  and 
to  minimize  cultm'al  disputes 
over  doing  things  "their" 
way  or  "our"  way,  some  500 
Ford  employees  from  differ- 
ent countries  spent  nine 
months  last  year  at  Dear- 
born examining  and  i-ewiit- 
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Our  Newest  Servers  Are  Designed  To  G 


Solid  Support.  Asjou'd  expect  from  the  world 
leader  in  networked  servers,  we've  engineered  our  newest 
models  to  reliably  serve  in  a  NetWare  environment. 


Early  Warning  System.  Compaq  Insight  Manager 

monitors  hundreds  of  server  components  and  warns 
you  when  problems  are  merely  a  possibility. 


Flexible  Configuration.  SmartStart  revolutionizes  the  setup  process, 

automatically  configuring  and  optimizing  NetWare  on  your  server. 


Fewer  Aches  And  Pains.  Compaq  servers  are 

hacked  by  our  three-year  on-site  warranty'  andjree  access  to  our  

24-hour  help  line  (with  additional  plans  available). 


Moves  Information  Fast.  Compaq'sTnFlex/ PCI  architecture 

builds  upon  the  new  PCI  standard, Jor  even  higher  performance. 


Prevents  Unnecessary  Strains.  Our  Pre-Failure 

Warranty"  replaces  major  parts  at  no  cost  —  before  they 
can  interrupt  a  group's  critical  work. 


People  are  born  with  one.  Businesses  have  to  build  them  from  scratch.  To  help  you  assemble 
most  reliable  information  backbone,  Compaq  announces  a  new  generation  of  servers.  The! 
all  designed  to  iaiihfuUy  serve  the  demands  of  workgroups  and  departments  —  from  the  expandable  ProSignia  line  to! 
business-critical  PrfTiant  family  (with  up  to  four  Pentium  processors).  And  they're  all  engineered  to  do  what  e\| 


©1995  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  Pro.Signia  and  TriFlex  arc  trademarks  and  ProLiant,  SmartStaijin 
Certain  restrictions  and  exclusions  apply.  Monitors,  battery  packs  and  certain  options  are  covered  by  a  one-year  warranty.  For  details,  call  th<  L'onipaq  Customer  Sujjport  Center  at 


UR  Company  The  Thing  It  Needs  Most. 


Fi(j.  1  Backbone 


itable  business  demands:  keep  running.  Compaq's  CD-based  SmartStart  ensures  a  smooth,  integrated  installation,  and 
Insight  Manager  constantly  monitors  for  potential  problems — which,  if  encountered,  are  covered  by  the  Compaq 
Failure  Warranty.  For  more  information,  call  1-800-853-9518  or  visit  our  Web  site  at  ^t^^^^m^jx  j-m. 
rtr.compaq.com.  We  can  help  you  get  the  performance  you  need.  As  well  as  the  support.  WC^# 
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ing  the  manuals  on  every  job  they  did.  In  search  of  the 
most  efficient  practices,  they  compai-ed  how  jobs  were  done  in 
North  America  and  Europe  against  benchmarks  fi'om  outside 
Ford.  One  result:  By  breaking  down  the  task  of  machining  a 

new  engine  prototype 
into  several  stages 
that  can  be  done  si- 
multaneously, Ford  cut 
the  time  to  get  an  engine  from  design  to  testing  from  24 
months  to  100  days. 

It  was  all  part  of  a  hierarchy-busting  exercise  Trotman 
launched  to  cut  Ford's  "coefficient  of  bureaucratic  drag." 
Ford  has  long  been  a  rigid  organization,  where  managers 
could  calculate  their  status  by  the  size  of  their  desks.  Upon 
joining  the  ranks  of  the  top  8,0(K)  executives,  they  qualified  for 
"a  dooi',  a  rug,  and  a  jug" — a  private,  carpeted  office  with  a 
water  pitcher  on  the  desk.  At  ritualized  meetings,  managers 
pored  over  three-ring  binders  full  of  data. 

Ti'otman  has  banned  the  binders  and  instituted  "no-fault" 
meetings  where  managers  can  fess  up  to  problems  knowing 
that  the  problem,  not  the  message-bearer,  will  be  attacked. 
The  changes  seem  to  be  taking  hold:  Just  getting  approval  foi- 
a  new-car  project  used  to  take  up  to  22  meetings  over  two 


months,  says  Jacques  A.  Nassar,  Ford's  head  of  new-vehii 
development.  Now,  the  0.  K.  comes  in  less  than  a  mom . 
"There  absolutely  is  less  bm-eaucracy,"  says  Allan  R.  Kanrmn 
er,  the  newly  named  head  of  Ford's  Escort  vehicle  hne.  "A 
are  getting  a  lot  of  things  done  moi-e  quickly  now."  To  ti' 
management  ranks,  Tr-otman  also  got  some  400  out  of  2,(; 
top  managers  to  take  early  retirement. 
CAR  FREAK.  That  sort  of  streamhning  looks  easy  next  to  t 
challenges  posed  by  globalizing  product  development.  Cons 
er  the  hurdles  facing  Kammerer  as  he  develops  the  19 
Ford  Escort  to  be  sold  worldwide.  The  Escort  nameplate 
cuirently  used  for  two  completely  different  high-volume  ve 
cles  in  Europe  and  the  U.  S.  In  Europe,  it's  a  midrange  fa  - 
ily  car,  typically  purchased  with  a  spate  of  options  for  o\ 
$14,000.  In  the  U.  S.,  it's  basic  transportation,  with  most  si 
for  under  .$14,000.  The  five-door  hatchback  is  the  most  poj 
lar  model  in  Europe,  and  the  least  in  the  U.  S. 

Kammerer,  a  confessed  cai*  fi'eak  fi'om  CaHfoniia,  anived 
Ford's  offices  in  Dunton,  England,  last  November  to  sup^ 
vise,  among  other  things,  the  development  of  the  new  glol 
Escort.  Now  assembling  his  team  of  engineers  and  marketi 
and  manufacturing  experts — roughly  85%  Europeans  a 
15%  Americans — he's  gi-appling  with  desigTiing  a  car  for-  e 


THE  'SINGLE-MINDED  KID'  WHO'S  REMAKING  FORD 


Alex  Ti'otman's  bosses  could  hardly 
have  known.  When  Ford  of  Britain 
offei'ed  the  22-year-old  Englishman 
a  trainee's  post  back  in  1955,  the  re- 
cruiter's letter  stressed  that  he  was  ex- 
pected to  make  his  career  at  Ford.  No 
problem,  figured  Trotman,  who  was  al- 
ready aiming  for  the  executive  suite. 
These  days,  that  framed  letter  hangs  in 
the  chairman's  corner  office  at  Ford's 
world  headquarters.  Says  Ti-otman:  "I 
was  a  very  single-minded  kid." 

Over  the  years,  little  has  deten-ed 
Ti'otman  from  his  goal.  Not  Ford's  past 
refusal  to  send  foreign  managers  to  the 
U.  S.,  nor  repeated  job  offers  fi'om 
Chrysler  Chairaian  Lee  A.  lacocca. 
Now,  Ti-otman  is  applying  that  driving 
ambition  to  a  massive  overhaul  of  Ford. 
Succeed  or  fail,  it  will  leave  his  mark 
indelibly  on  the  world's  No.  2  carmaker. 
HANDS  ON.  By  all  accounts,  Trotman 
has  long  stood  out  at  the  once  stiffly 
hierarchical  company.  Insidere  say  he's 
a  plain-spoken,  driven  executive  who 
sticks  U)  his  course.  Ford  of  Europe 
chief  Albert  Caspers  remembers  how  in 
the  late  1970s,  Tr-otman — then  i-unning 
Ford's  ti'oubled  Eur'opean  truck  unit — 
stunned  m;;nHgers  used  to  polite  corpo- 
rate double-talk  when  he  declar'ed  that 
"if  we  can't  make  the  tr-uck  business 
pr-ofltable,  we  should  get  the  hell  out  of 
it."  But  Trotmans  ;■  traight-shooting 
wasn't  reserved  only  for-  those  below 
him.  He  once  snapper,  at  Henry  Ford 
II  when  the  auto  moj  il  questioned  his 
decision  to  give  a  new   ;ir  differ-ent 
names  in  Britain  and  Gt  i  many. 


If  Trotman  speaks  his  mind,  he  ha.-- 
won  the  allegiance  of  many  Ford  man- 
agers by  encouraging  others  to  do  so  as 
well.  He  eschews  formality,  and  heavily 
scripted  meetings  have  given  way  to 
wide-ranging  debate.  "He's  a  hands-on 
executive,  very  warm  and  people- 
friendly,"  says  David  R.  Gunderson,  a 


HIGH  HOPES 

Even  as  a  youi 
man  working 
Ford  in  Britai 
Trotman  (righ 
had  his  eye  or 
the  top job 

key  Ford  execu 
now  assigned  t( 
Motor  Cor-p.  "H 
an  open-door  st 
sets  the  tone." 
say  he's  a  dema 
but  appr"eciativ( 
One  manager  r( 
bers  Trotman  s 
thank-you  notes 
involved  in  a  gi 
project  r'equirin 
less  15-houi-  da; 
Trotman  is  a 
/'  J  shrewd  in  winn 

7-  ^^l6!?5ffQ  backing  of  his  I 
tenants.  Richar 
Ogren,  director 
petitive  analysi 
that  Ti-otman  h 
"more  or  less" 
Ills  iiiiiul  tu  globalize  Ford  w^hei 
asked  top  execs  to  study  it  furt 
late  1993.  As  the  plan  unfolded, 
man  included  a  gTowang  circle  c 
ating  managers  in  the  detailed 
making.  He  knew  these  were  t! 
people  who  would  make  the  re( 
tion  work — or  could  undercut  it 
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LISTEN  HARD 

A  hearing  dummy 
will  help  pinpoint 
engine  noise 


mt  production  in  many  markets.  For  exain])le,  tabncs  come 
different-size  bolts  in  various  countries.  That  makes  it 
rd  to  engineer  components,  such  as  seats,  which  are  de- 
^ed  around  bolt  size  to  trim  scrap. 
It  may  seem  an  engineering  Tower  of  Babel,  but  Kammer- 


er  regularly  finds  savings  by 
plucking  the  best  methods  from 
each  organization.  The  U.  S. 
system  for  coordinating  the  re- 
design of  prototype  parts  was 
better,  allowing  parts  to  be  re- 
designed faster  and  with  less  waste  than  in  Europe. 
And  Europe's  practice  of  monitoring  the  engineering 
work  that  arises  fi'om  warranty  claims  at  the  factoiy 
made  more  sense  than  North  America's  do-it-at-head- 
quartei's  pi'ocedui'e.  Now,  Kammerer's  team  is  poring 
over  150  manufacturing  and  tooling  procedures — every- 
thing from  installing  windshields  to  assembling  engines 
and  transmissions — to  determine  the  best  practices  for 
the  Escort  redesign. 

In  Trotman's  judgment,  the  merger  is  moving  smooth- 
ly— so  much  so  that  he  announced  he  will  move  up 
plans  to  extend  it  to  Latin  America  and  Asia-Pacific  by 
the  end  of  1995,  12  months  early.  Kammerer  is  looking  for  re- 
cruits for  his  London  shop.  He's  also  an-anging  test  drives  of 
rivals'  cars  foi'  his  team  in  Brazil,  India,  and  Taiwan,  so  that 
the  Britain-based  designere  wiU  know  what  they're  up  against. 
But  though  the  early  sigTis  are  good.  Ford  2000  is  still  a 


t  out.  Still,  while  he  espouses        Trotman  wasn't  satisfied.  Ti-ansfers  good  times  lulled  him  into  complacen- 
irk,  thei-e's  no  mistaking  that         from  abroad  to  the  U.  S.  were  near-im-  cy — and  he  vows  he  has  leanied  from 
'  boss.  After  backing  debate,  he      possible.  So  he  wangled  an  offer  in  1969  tlie  mistake.  Friends  say  that  explains 
/en-ides  managers  with  his            at  lower  pay  and  rank,  "intended  to  be  his  urgency  in  launching  Ford  2000 
'I'm  doing  it  anyway,"  is  a  Trot-     refused,"  he  says.  "I  fooled  'em  and  even  as  U.  S.  auto  sales  boom. 
;ehphrase.                                 took  it."  Even  then,  Trotman  had  to  While  i-unning  Ford's  North  Ameri- 
nan's  quick  wit  and  a  certain         pay  his  moving  expenses.  can  auto  operations  in  the  early  1990s, 
charm  also  work  in  his  favor.           By  the  late  1970s,  Ti'otman  was  a  Trotman  pushed  hard  to  cut  costs  and 
1  of  a  carpet  layer,  Trotman  nev-    key  player  in  Ford's  truck  operations,  to  improve  factoiy  productivity.  Those 
'ed  far  from  his  regular-guy          had  become  a  U.  S.  citizen,  and  earned  efforts  helped  turn  Ford  into  Detroit's 
Isiting  an  overseas  Ford  plant,      an  mba  at  night.  After  briefly  heading  low-cost  manufacturer.  Yet  non-engineer 
3  easily  vrith  shop-floor  workers,     the  Asia-Pacific  unit,  he  vaulted  into  Trotman  bristles  at  any  suggestion  he's 
3,  Valerie,  says  when  she  and        Ford  of  Europe's  top  job  during  its  not  a  "car  guy"  whose  devotion  to  de- 
end  their  annual  August  holiday    heyday  in  the  late  1980s.  But  if  his  ten-  sign  is  as  gi-eat  as  his  focus  on  profits, 
g  the  moors  in  Yorkshire,             ure  was  trouble-free,  its  aftennath  was-  He  brags  that  on  the  fiirst  day  he  drove 
greeted  wai-mly  in  the  local  pub    n't.  Europe's  recession  hit  soon  after  he  his  new  Mustang  Cobra  last  year,  he 
'nobody  knows  who  he  is,  or  if       left  to  head  Ford's  U.  S.  auto  business,  was  pulled  over  for  speeding.  And  Ti-ot- 
,  they  don't  care."  Avid  hikers,       and  the  European  unit,  caught  with  man's  proudest  contribution  to  Ford 
escape  on  frequent  backpacking    high  costs  and  a  weak  product  lineup,  folklore  is  saving  the  Mustang  from  ex- 
nd  on  weekends,  Trotman  en-        racked  up  losses.  Ti-otman  admits  the  tinction.  When  Ford's  other  top  brass 
loeing  the  Huron  River,          ■■^^■■■TTTTfTV^'nnR^^^I^HH  killing  it  in  1989,  Trotman 
ans  near  their  home.              H^^^^lBlalilMMJuilM                       backed  the  team  redesigning  the 
THE  MUSTANG.  Ti'otman             iiii  voo  io-»-».  R^.n                   rnr,i^r,H        classic  car.  "We  wouldn't  have  this 
a  Acvh.  iro-jy-o  in  ,,7o,^^,v,Q           JULY  22,  1933:  Bor D ,  M 1 00 lesBX ,  E Hgla 00  ^       u-    »         i  • 
s  early  yeai-s  m  wartime,   _'  :  —  °              car,  if  not  for  him,  says  de-signer 

-class  London.  He  was  seven  1951-55:  Flying  officer  in  Royal  Air  Force  John  J.  Telnack. 

I  unexploded  bomb  landed  in        ^_ " 7 " " " ^ ~ " " " -7 "   Still,  the  very  doggedness  that 

rd.  Soon  after;  the  family  _*355jJ_ojned_Ford  of  Britain  as  tr^^^    ^^^^^  the  Mustang  and  fueled  Tr-ot- 

0  Edinbiu-gh.  Trotman  won  a  1967:  Named  director  of  car-product  plan-  man's  rise  could  easily  tur-n  to  in- 

hip  to  a  prestigious  boys'  ning  for  Ford  of  Europe  flexibility.  He  can  turn  prickly  if 

ut  had  to  skip  college  because    second-guessed  after  he  has  made  a 

as  no  money.  Instead,  he  be-  1969-78:  Moved  to  U.S.  and  rose  to  top  decision.  "I  don't  look  over  my 

Royal  Ail-  Force  navigator.  jobs  in  car  and  truck  planning  shoulder,  and  I  don't  look  for  any- 

!  his  tour  ended,  Trotman  1979-84:" Became"  head'oT  European  "truck  "  "  body  to  get  in  my  way,"  he  says 

Inr.wf  fT    iT'^'u  operations,  then  oversaw  Asian  unit  cnsply  Yet  as  Ford's  global  r-eor- 

rom  there,  he  finagled  a  job  -  r   ganization  unfolds,  his  struggle 

lasing.  "That's  where  all  the  1984-88:  Named  president,  then  chairman  won't  be  staying  the  coui-se  so  much 

young  guys  wanted  to  be,"  P^/ord  of  Europe  as  making  mid-route  adjustments. 

Is,  "and  I  thought  of  myself  ,oo"o-*»r»  "a;^;^^'^V^7i^~".^"7iVc  Trotman  will  have  to  temper  his 
After  a  stint  in  product                        Appointed  head  of  U.S.  auto  oper-  ie.i^i„ded  drive  with  wilHngness 

'„  where  he  helped  design  a^'O^.^i.^hen  worldwide  auto  unit   f^^^  ^^.^^  mistakes-one  more 

Britain's  best-seller  of  the  1993:  Became  chairman,  president,  and  challenge  for  the  ambitious  kid  from 

le  Cortina,  he  was  catapult-  cEO  of  Ford  Motor  Co  Britain  who  has  already  come  so  far. 
i'ord's  European  ranks.  But  By  Kathleen  Kenmn  in  Dearborn 
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question  mark.  In  its  quest  for  a  "world  car,"  Ford's  biggest 
risk  is  that  it  will  end  up  producing  a  blandmobile  that  hits 
the  lowest  common  denominator  of  taste  in  diffeiing  markets. 
Instead,  Ford  engineer's  have  to  produce  a  model  that  can  be 

finessed  to  meet  the 
differing  needs  of  con- 
sumers around  the 
world.  Can  they  de- 
sign a  small  cai*  to  which  a  heater  can  be  added  for  Scandina- 
via and  an  air-conditioner  for  Singapore,  without  exti-a  engi- 
neering costs  to  both?  Ford's  product-development  czar, 
Nassar,  says  that  Ford  has  tweaked  cars  to  meet  differing 
European  tastes  for  decades.  "I  don't  stay  awake 
at  night  worrying  about  it,"  he  says. 
NEW  TACK.  Outsiders  can  only  guess  whether  he 
should:  The  fii-st  cars  develoi)ed  under-  Ford  2000 
won't  hit  showrooms  until  late  1997.  But  doubtere 
such  as  automotive  manufacturing  consultant 
James  Harbour  remain  unconvinced.  "I  don't  see 
how  you  develop  an  Escort  for  five  different  con- 
tinents and  kee]3  the  cost  low,"  he  says. 

GM,  meanwliile,  has  taken  a  diffei-ent  tack.  It  i-e- 
tains  strong  regional  operations  that  develop  dis- 
tinctly diffei-ent  vehicles  for  their  own  markets. 
Then,  if  a  vehicle  has  crossover  potential,  engi- 
neers and  mai-keters  ci'oss  the  Atlantic  to  suggest 
customization.  Cadillac  will  get  an  Americanized 
version  of  the  Opel  Omega  small  luxury  sedan 
developed  by  gm's  Opel  unit  in  GeiTnany,  while 
Opel  will  get  a  minivan  designed  mainly  in  the 
U.  S.  GM  managers  contend  such  ad  hoc  efforts  are 
cheaper  and  mor-e  flexible.  "If  I  were  at  Ford,  I'd 
wony  about  disempowering  your-  Eur'opean  organ- 


I 


stalled  a  Cray  supercomputer  and  transatlantic  communicat 
networks,  which  can  be  used  for  future  new-car-  progi-ari. 
Still,  analysts  say  it  will  be  at  least  thr-ee  years  before  Fci 
sells  the  3  million  units  necessary  to  r-ecover  its  high  cosi. 
And  they  point  to  the  Mondeo  as  evidence  of  what  could  o 
wr-ong  with  Forxl  2000.  For-d  added  exti-a  featui-es  that  Am  '- 
icans  wer-e  less  willing  to  pay  for  in  a  smaller  car — such  asa 
high-tech  engine  that  can  go  100,000  miles  between  tui- 
ups — in  or-der  to  appeal  to  Eiu-opean  customers.  John  L;iu  s 
Eur-opean  r-esearch  dir-ector  for  DRi/McGr-aw-Hill,  points  to  t 
Mondeo's  cramped  rear  seat  as  evidence  that  it  is  too  Eu 
pean — "mor-e  of  a  driver-'s  car  than  a  passenger-'s  cai'.'" 


Belleza.  con  fueiza.  interior. 


THE  COMPLIMENTS  ARE  FLYING. 


WORLD  CAR? 

Mondeo/Contour  ads 
appear  around  the 
globe.  The  car  is  a  hit 
in  Europe  but  has 
done  poorly  in  the  U.S. 
since  last  fall's  launch 


THE 
TOTALLY  NEW 
FORD 
CONTOUR 

AWORIJJfAR  FOR 
THE21'>TChNTURY 


"Conloiii'soBlslai«l'"»S 


ization  by  having  too  much  decision-making  in  Dear-bor-n," 
says  Louis  R.  Hughes,  head  of  gm's  international  operations. 

For-d  does  have  one  prototype  of  a  global  vehicle — the 
midsize  car  known  as  the  Mondeo  in  Eur-ope  and  the  Ford 
Contour-  and  Merx-ury  Mystique  in  America.  It's  hardly  an 
auspicious  example.  The  widely  criticized  car  cost  $6  billion 
and  took  six  years  to  develop,  yet  it  has  been  only  moderate- 
ly successful.  Introduced  in  Europe  in  1993,  the  Mondeo  was 
a  hit,  selling  642,000  in  its  fu-st  two  years.  But  in  the  U.  S., 
the  car-s  have  sold  poorly  since  last  fall's  launch.  Buyer-s  suf- 
fer sticker-  shock  when  they  compare  prices  with  those  of  the 
car-'s  predecessors,  the  For-d  Tempo  and  Mercury  Topaz.  The 
most  common  model  of  the  Contour  goes  for  $14,665  vs.  the 
average  $10,800  paid  for  the  smaller  Tempo  in  1994. 

Trotman  defends  Mondeo's  prodigious  startup  costs,  ar- 
guing that  for  its  money.  Ford  completely  refurbished  seven 
plants  and  developed  a  new  family  of  V-6  engines.  It  also  in- 


Moreover,  Tr-;- 
man's  record  asa 
cost-cutter  is  not  i- 
cour-aging.  By  .s 
own  admission,  e 
didn't  pare  enoi^rh 
during  his  five-ya- 
stint  as  head  }f 
Ford  of  Eur-opeji 
the  late  1980s,  le;- 
ing  the  unit  poorly  prepared  for  the  recessii. 
And  it  remains  unclear  whether  Ford's  or-gan^- 
tional  r-eshuffle  wall  solve  the  cost  problems  w^l- 
out  fur-ther  white-collar  cuts.  j* 
BREATHTAKING.  Costs  are  becoming  an  even  ti- 
ger concern,  as  rising  prices  start  to  drive  sh^^ 
per-s  out  of  the  new-car  mar-ket.  For-d  has  raiiti 
prices  on  key  models  such  as  the  Explorer  IB 
new  Continental  luxury  sedan  sells  for  a  br-eat- 
taking  $7,000  more  than  the  old  model.  For-d's  Windstar  nt- 
ivan  is  priced  above  Chrysler-'s  Dodge  Caj-avan.  And  analjjs 
expect  the  new  Taurus  to  ariive  with  a  price  increase,  st 
Tr-otman  dismisses  the  pr'oblem  summarily:  "How  can  ;« 
have  an  affordability  crisis  when  you're  selling  15.5  millf) 
units?  There  is  no  crisis."  But  others  in  the  industry  K 
more  cautious.  "Car  prices  can  rise  faster  than  incomes,  ;W 
that's  not  good,"  says  gm's  Jack  Smith.  "We  have  to  be  v : 
car-eful." 

If  Tr-otman  can  achieve  the  savings  he  wants,  he  mayie 
able  to  keep  his  cars  affor-dable.  And  if  Ford  can  achieve  y 
bust  growth  in  developing  markets.  Ford  2000  could  pr-ovo 
be  a  winner-.  Tr-otman  is  confident  in  his  vision.  "For-d  2'' 
ain't  gonna  faU,"  he  states.  It  had  better  not:  It's  the  script u 
plans  to  follow  for  the  r-est  of  this  century. 

By  James  B.  Treece,  with  Kathleen  Kerwin,  in  Dearbci. 
Mich.,  Heidi  Dawley  in  Duntmi,  England,  and  bureau  repi'is 
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I  Want  It  All. 


You  Got  It 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  700+  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  "3  hours  of  battery  life* 

Features  

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
Integrated  16-bit  audio 

Two  Type-li  PCfvlCIA  slots* 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK  '■  "enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW  ""'  multimedia  accessory 
unit  with  double-speed  5  25"CD-ROM 
drive 

Reliability  

PC  Tools  "  anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  (first  year  on  site) 

If  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions  Z-NOTEFLEX"  It  s 
what  you  want  in  a  ncjtebook 

1-800-289-1279  Ext.  5178 


ZENITH 

DATA  SYSTEMS 


el  Lofporaiion  (X  Tools  is  d  (f^deiri^rl.  ol  Ceniriil  Point  Sotftvdie.  Int  'Fieure  based  on  two-batrery  conliguiacion  Banery  lite  depends  on  applicarions 
'  'Optional  accessones  tftdditional  Type-I,  Type-ll  and  Type-Ill  KMCIA  slois  arc  available  with  optional  modules  Specitlcaiions  ate  subject  to  change 


Make  The  Connection' 


When  the  body 
is  comfortable, 
the  nffind  travels 
afease,  too. 


Thais  tlic  ]:ihilos()pliy  Ix-hincI 
World  [iu.sinc's.s  Clas.s,  '  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  30"'o  more  legroom  and  recline 
for  more  personal  space  than  any 
other  worldwide  airline. 


Pkis  personal  videos,  innovative 
menus  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  your  travel  agent,  KLM, 
or  Northwest  Airlines. 


@ NORTHWEST 
AIRLINES 

Some  People  Just  Knoiv  How  to  Fly'. 


1«800«447«4747 


KLM  Oa^??^!!  World  Business  Class" 


Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  gla' 


Developments  to  Watch 


IITED  BY  PETER  COY 


.EGTRIG-FLUID 
lERGYGETS 
IGTHER  SHGT 

.GNETOHYDRODYNAMICS  IS 

guilingly  simple  in  princi- 
;:  Electricity  can  be  gener- 
;d  by  passing  a  conductive 
id  through  a  magnetic 
Id.  But  the  extreme  tem- 
ratures  and  fluid  velocities 
eded  for  large  mhd  gener- 
ng  plants  damage  compo- 
nts.  The  Energy  Dept. 
mped  hundreds  of  millions 
dollars  into  mhd  until  1993 
thout  building  a  plant  that 
educed  more  electricity 
in  it  consumed. 
LM  Manufacturing 
i.,  a  six-person  com- 
ly    in  Marysville, 
ish.,  says  it  can  suc- 
:d  by  thinking  small, 
hopes  to  build  mod- 
MHD  generators  that 
:  liquid  metal  as  the 
ductive  fluid  and  pro- 
:e  just  5  to  250  kilowatts  of 
ver.  The  initial  market  is 
ms,  where  deregulation  is 
mitting  competition.  In  one 
nario,  a  farmer  bums  nat- 
1  gas  to  heat  a  hquid  met- 
hat  mixes  with  a  liquefied 
.  The  mixture  speeds  past 
I  lagnet,  generating  power. 
1 J  Energy  Dept.  gave  lm 
plus  test  gear  from  the 
iford  (Wash.)  nuclear  site, 
"etum,  it  will  receive  stock 
LM  and  royalties  on  any 
erators  sold. 


RESEARCHERS  AT  NISSAN  MOTOR  CO.  LOOKED  CLOSELY  AT 

the  wings  of  a  South  Amierican  butterfly  and  got  the  in- 
spiration for  a  car  paint  that  will  never  fade.  The  irides- 
cent blue  of  the  Morpho  Siilkowskyi  is  produced  by  the 
way  tiny  structui'es  in  the  wing  scales  refract,  diffract, 
and  scatter  sunlight  (photo,  above).  A  Nissan  group  led 
by  senior  research  engineer  Hiro- 
shi  Tabata  found  tightly  spaced 
grooves  about  1.8  microns  deep. 
Each  gi'oove  is  lined  with  even  ti- 
nier horizontal  ridges  called  lamal- 
la,  which  are  packed  together  hke 
louvers  about  0.15  micron  apart — 
half  the  width  of  the  lines  on  the 
most  advanced  computer  chips 
(electron  microscope  image,  left). 

In  an  early  effort,  Nissan  researchers  added  irides- 
cence to  the  paint  on  some  1991  and  1992  models  of  the 
luxury  Infiniti  by  adding  particles  of  graphite  to  conven- 
tional paint  pigments.  Now,  Nissan  hopes  to  do  away 
with  pigments  entirely.  Instead,  cars  would  be  covered 
with  polymer  fibers  that  have  surface  microstructures 
similar  to  those  on  the  wang  scales  of  M.  Siilkowskyi. 
Nissan's  plan  is  to  squeeze  the  polymers  out  of  micro- 
scopic nozzles.  The  sun's  ultraviolet  rays  cause  conven- 
tional pigments  to  decay,  but  a  car  coated  with  the  but- 
tei-fly-inspii'ed  paint  would  give  off  its  color  as  long  as 
the  microstmcture  remains  intact.  Tabata  hopes  to  have 
a  prototype  in  three  or  four  years. 


fG-IN-GNE  TESTING  FOR  BREAST  GANGER 


AY  MAMMOGRAMS  ARE  AN 

erfect  means  of  detecting 
ast  cancer.  They  can't  tell 
ancerous  lesion  from  a 
mless  cyst,  they  miss  up 
0%  of  the  cancers  in  the 
ser  breasts  of  younger 
nen,  and  reading  them  is 
nuch  art  as  science.  So 
sicians  are  increasingly 
alementing  mammograms 
1  ultrasound  images  of 
breast.  But  while  so- 
ed  sonograms  can  tell 
,s  from  lesions,  thus  pre- 


venting unnecessary  biop- 
sies, matching  and  comparing 
suspicious  spots  on  the  ultra- 
sound image  with  those  on 
the  mammogram  isn't  easy. 
And  two  exams  cost  more. 

A  Seattle-based  startup, 
NeoVision  Corp.,  has  devel- 
oped a  system  that  does  a 
mammogi'am  and  a  sonogram 
in  one  fell  swoop.  It  replaces 
the  top  plate  on  a  mammog- 
raphy machine — the  one  that 
compresses  the  breast — with 
a  plate  containing  ultrasound 


gear.  A  computer  workstation 
displays  and  analyzes  the  im- 
ages from  both  X-rays  and 
sound.  The  system  promises 
to  reduce  the  need  for  biop- 
sies and  office  visits  while 
providing  doctors  with  more 
precise  infoiTnation  about  the 
location  of  suspicious  lumps. 
NeoVision  hopes  to  file  for 
Food  &  Drug  Administration 
approval  for  its  two-in-one 
machine  in  April.  The  com- 
pany says  it's  negotiating 
with  mammography  compa- 
nies to  bring  the  technology 
to  market. 


A  RIGHT  HGGK 
AGAINST  ASTHMA 

ASTHMA  COULD  BE  THE 

latest  ailment  to  be  allevi- 
ated by  a  hot  theory  in 
pharmacology:  When  it 
comes  to  drag  molecules, 
one  hand  is  better  than 
two.  Sepracor  Inc.  in 
Marlborough,  Mass.,  says 
it  has  developed  a  "right- 
handed"  organic  molecule 
that  treats  asthma  far 
more  effectively  than 
drugs  containing  both 
right-  and  left-handed 
molecules.  Depending  on 
their  handedness,  or  "chi- 
rahty,"  molecules  perform 
drastically  different  roles. 
In  thahdomide,  for  exam- 
ple, the  good  isomer  act- 
ed as  a  sedative;  the  oth- 
er caused  birth  defects. 
Today,  90%  of  synthetic 
drugs  contain  equal  por- 
tions of  the  right-  and 
left-handed  molecules. 
Sepracor  has  already 


created  safer,  one-handed 
versions  of  painkillers,  al- 
lergy pills,  and  prostate 
medications,  some  of 
which  are  approaching 
commerciahzation.  The 
right-handed  version  of 
the  asthma  inhaler  ding, 
albuterol,  is  aimed  at  pre- 
venting "hypeireactivity." 
The  side  effect,  which 
worsens  asthma  attacks, 
occurs  because  the  body 
metabohzes  the  good  iso- 
mer in  albuterol  first  and 
then  starts  reacting  to  its 
evil  twin.  The  new  ver- 
sion of  albuterol  is  in  clin- 
ical trials  in  Europe. 
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Science  &  Technology 


MEDICINE 


ZEROING  IN 
ON  A  KILLER 

Several  leads  show  promise  in  cracking  Alzheimer's 


Before  Washington  budget-cutters 
hack  any  deeper  into  science 
spending,  they  should  consider 
the  short  histoiy  of  Alzheimer's 
disease  research.  Scientists  have  yet  to 
produce  a  cure  for  this  killer,  which  af- 
flicts 4  million  Americans.  And  contro- 
versies still  rage  over  what  triggers 
ad's  complex  progression  of  interlinked 
disorders.  ^mm 

But  recently,  in  quick  succes- 
sion, scientists  have  nailed  the 
gene  combinations  that  say  who 
is  at  risk,  created  a  model  in 
transgenic  mice  to  speed  dmg  de- 
velopment, and  devised  better  di- 
agnostics. By  any  measure,  "these 
are  stunning  advances,"  says 
Pennsylvania  University  neuro- 
pathologist John  Ti'ojanowski. 
And  nearly  all  were  funded  by 
the  National  Institutes  of  Health. 

There's  more  to  come.  Ai-med 
with  a  wealth  of  scientific  data, 
researchers  are  mapping  increas- 
ingly sophisticated  drug  strate- 
gies for  the  early  21st  century. 
The  goal,  says  Harvard  Medical 
School  neurologist  Dennis  J.  Sel- 
koe  in  Boston,  is  "to  understand 
ad's  cascade  of  pathology  and  find 
compounds  that  block  it  in 
distinct  steps." 
LETHAL  CLOG.  The  most 
ambitious  efforts  aim  to 
identify  probable  causes 
and  correct  them  in  an 
early  stage  (table).  Most 
of  the  20-odd  companies 
developing  drugs  have  ze- 
roed in  on  plaques  made  of  pro- 
tein fragments  called  beta  amy- 
loid. These  clog  and  possibly  kill 
the  bi-ain's  neurons,  just  as  choles- 
terol clogs  arteries  and  burdens 
the  heart.  And  like  heart  doctors, 
whose  first  strategy  against  ath- 
erosclerosis is  lowering  patients' 
cholesterol,  ad  researchers  hope 
to  limit  amyloid  buildup,  if  they 
can  discover  the  mechanism. 
Leading  the  charge  is  Athena 


Neurosciences  Inc.,  a  South  San  Fran- 
cisco company  co-founded  by  Selkoe.  In 
January,  Athena  and  Eli  Lilly  &  Co. 
unveiled  the  fii'st  animal  model  for  the 
disease:  a  genetically  engineered  mouse 
that  builds  up  AD-like  plaques.  With  it, 
says  Ivan  M.  Lieberburg,  vice-president 
for  research,  Athena  can  test  diTigs  to 
block  amyloid-producing  enzymes.  Athe- 


Better  Drug  Strategies  to 
Stave  off  Dementia 


ATTACKING 
THE  PROBLEM 
AT  THE  ROOT 

Athena,  Cephalon, 
and  Gliatech  are 
screening  small-mole- 
cule drugs  that  either 
prevent  buildup  of 
damaging  plaques  or 
help  the  brain  break 
them  up.  Glaxo  is 
chasing  a  drug  to  de- 
lay disease  onset  by 
mimicking  proteins 
that  protect  neurons. 


Johnsi, 


NERVE  CELLS 
(OCTOPUS 
SHAPES) 
WITH  AXONS 
MENACED  BY 
PLAQUE 
(GRAY  AREA) 


CONTAINING 
SECONDARY 
DAMAGE 

Somerset  Pharmaceuti- 
cals and  the  National 
Institute  on  Aging  are 
testing  drugs  that 
scavenge  free  radicals, 
which  are  toxic  to  cells 
Also  in  tests:  anti-in- 
flammatories  to  slow 
dementia  and  estrogen 
therapies  to  delay  the 
disease  onset. 


TREATING 

THE  SYMPTOMS 

CytoTherapeutics  and 
Somatix  are  studying 
genetically  engineered 
cell  implants  to  deliver 
nerve-growth  factors  to 
damaged  parts  of  the 
brain.  Cortex,  Gliatech, 
and  Neurocrine  Biosci- 
ences are  developing 
memory-  and  cognition- 
boosting  drugs. 


na  has  Ukely  candidates  for  the  enzyr;, 
as  do  Cephalon  Inc.  and  Bristol-Myis 
Squibb  Co. 

Scientists  at  Ghatech  Inc.  in  Cle  ' 
land  have  a  different  view  on  ad's  cai; 
Chief  Technical  Officer 
Robert  C.  A.  Frede- 
rickson  says  most  cas- 
es can't  be  explained 
by  plaque  oveiproduc- 
tion.  The  problem  is 
clearance:  ad  patients' 
bi-ain  cells  secrete  pro- 
tein sugars  that  bind 
to  amyloid,  causing  it 
to  accumulate.  Backed 
by  Janssen  Pharma- 
ceutica,  a  Belgium- 
based  affiliate  of  Johnson 
Gliatech  is  developing  small-molece 
di-ugs  to  prevent  binding.  Safety  testsr. 
humans  are  still  tliree  to  five  years  ct. 
Others  are  following  genetic  sigiipcs 
to  treat  the  disease.  Three  ye"s 
ago,  AD  pioneei'  Allen  D.  Rosetit 
Duke  University  linked  a  gdt 
on  chromosome  19  with  a  eci- 
mon  form  of  the  illness  ttt 
strikes  older  patients.  Te 
gene  codes  for  a  cholete- 
rol-canying  protein  calid 
APO-E,  which  comes  u 
three  variants.  Peoee 
with  the  least  comn>ii 
one,  called  E2,  seem  le 
least  likely  to  deveip 
Alzheimer's.  So  Roses  is 
looking  fo)'  compounds  that  ma- 
le E2  and  possibly  postpone  »e 
onset  of  the  disease. 
LOGISTICAL  HURDLES.  Roses  S7S 
E2  guards  a  protein  inside  na- 
rons  called  tau.  In  AD,  tau  grCfS 
abnormally  and  oozes  fi'om  le 
cell  to  foiTTi  fibrous  tangles  foiiC 
in  most  ad  victims'  brains,  s- 
tractors  say  Roses  hasn't  ides- 
fied  E2's  protective  mechanin. 
But  that  didn't  dissuade  Briish 
phannaceutical  giant  Glaxo  Hid- 
ings, which  inked  a  research 
with  Duke  last  September  to  it- 
sue  the  E2  drug.  Jonatini 
Knowles,  director  of  the  Gljc 
Institute  for  Molecular  Biolog:Sr. 
Geneva,  calls  Roses'  apo-e  wit 
"groundbreaking"  and  due,' 
worry  about  clashing  tht'iu- 
"It's  not  a  matter  of  either/| 
he  says. 

Many  researchers  are  war 
tinkering  with  the  body's  proc| 
tion  of  amyloid.  Rather, 
chemist  Peter  Lansbuiy  at  RiS- 
sachusetts  Institute  of  TechnoLjjf. 
future  di'ugs  should  intervw 
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Uy  at  the  point  when  the  pi'otein  ag- 
•egates  into  filaments  and  turns  toxic- 
nerve  cells.  Other  strategies  target 
Icium,  which  increases  abnormally 
hen  amyloid  touches  a  neuron's  sur- 
ce.  It  is  implicated  in  tangle  fonnation. 
All  these  proposals  face  huge  logisti- 
hurdles.  They  address  biological 
mechanisms  that  are 
poorly  undei"stood,  and 
they're  aimed  at  pa- 
tients in  early  stages 
of  disease.  Even  with 
new  diagnostics,  in- 
cluding a  combined 
blood  test  and  brain 
scan  from  the  Univer- 
sity of  California  at 
Los  Angeles,  nobody 
can  be  sure  who  will 
fall  victim  or  how  the 
5ease  will  progTess.  That  means  any 
w  crop  of  drugs  will  have  to  be  test- 
on  individuals  who  are  essentially 
althy.  "The  Food  &  Drug  Adminis- 
ition  will  insist  on  unequivocal  safety," 
i^s  UBS  Securities  Inc.  biotech  analyst 
irc  J.  Ostro.  "These  therapies  are  at 
ist  10  years  from  the  market." 
Disease  victims  may  not  have  to  wait 
It  long.  The  nih's  National  Institute 
Aging  is  researching  ways  to  contain 
!ondai-y  brain  damage  that  can  cause 
imory    loss    (box).    Through  the 
2heimer's  Disease  Clinical  Studies 
lit,  a  consortium  of  35  medical  centere 
5ed  in  San  Diego,  it's  testing  dmgs  to 
ht  oxidative  free  radicals  and  inflam- 
,tion  that  causes  ad  symptoms. 
Some  of  the  nia's  trials  with  antioxi- 
its  and  anti-inflammatories  use  com- 
inds  already  marketed  for  other  dis- 
;es.  The  consortium  is  also  evaluating 
dence  that  estrogen  delays  the  onset 
AD  in  postmenopausal  women.  The 
il  drugs  "could  modify  the  disease 
irse  or  slow  the  rate  of  decline,"  says 
isortium  director  Leon  Thai. 
(Although  some  researchers  scoff  at 
i-inflammatories  as  a  "Band-Aid  on 
icer"  tactic,  such  therapies  could 
ke  AD  victims  more  comfortable  and 
;p  them  out  of  nursing  homes.  UBS's 
:ro  figures  Americans  spend  at  least 
I  billion  a  year  to  care  for  AD  pa- 
ats — much  of  it  flowing  to  institu- 
is.  But  families  resort  to  homes  main- 
when  patients  become  agitated  or 
^ressive.  Even  conventional  drug 
rapies  should  be  able  to  offer  some 
i  ef,  says  Neil  Buckholtz,  who  heads 
j  ig  discoveiy  at  the  nia.  That's  a  far 
■  from  the  miracle  cures  sought  by 
I  iroscientists  and  their  biotech  spin- 
j  !.  But  in  their  absence,  soothing  the 
j  iery  of  victims  and  their  families 
j  aid  be  no  small  triumph. 
3y  Neil  Gross  in  New  York,  with 
ia  Flynn  in  London 


GARY  LYNCH: 
THE  MEMORY  DOCTOR 


In  a  few  months,  results  vdll  be  in 
on  an  unprecedented  experiment: 
the  fii'st  human  finals  of  a  memo- 
ry-boosting compound  designed  from 
the  synapses  up.  The  di-ug,  called 
Ampalex,  was  hand-crafted  to  tweak 
the  brain's  molecular  wiring.  It's  the 
creation  of  one  of  the  world's  leading 
authorities  on  memory,  neuroscientist 
Gaiy  S.  Lynch  of  the  University  of 
California  at  Irvine,  and  his  col- 
leagues at  a  uc  spin-off.  Cortex 
Pharmaceuticals  Inc. 

Lynch  has  already 
proven  that  Ampalex 
lets  middle-aged  ro- 
dents race  through 
learned  mazes  with 
the  alacrity  of  ani- 
mals half  their  age. 
And  the  diTJg  sailed 
through  human  safety 
trials  at  the  Free 
University  of  Berlin 
last  fall.  In  May, 
fresh  data  should 
clarify  if  the  dnag  can 
help  its  primaiy  tar- 
get: patients  in  early 
stages  of  age-related 
dementia.  "I'm  con- 
vinced this  is  going  to 
work,"  says  Lynch. 
Then  he  flinches:  "But 

that's  the  moment  the  ThoUgh  "cORVinced" 

T         that  Ajupalex  is  going  to 

MANY  FLOPS.  Lynch  s  ^  o  o 

worl<:,  Lynch  concedes, 
"that's  the  moment  the 


interact  vrith  neurotransmitters  to 
carve  the  billions  of  electrical  path- 
ways that  make  up  memories.  Ana- 
lyzing the  mechanism,  Lynch  and  his 
cohorts  built  molecules  that  hold 
communication  channels  open  an  eye- 
blink  longer — turning  fleeting  im- 
pressions to  long-tenn  memories. 

In  1987,  Lynch  and  two  colleagues 
founded  Cortex  to  commercialize 
their  ideas.  Despite  heavy  research 
bills  and  no  hope  of  a  quick  block- 
buster, the  trio  attracted  poweiful 


KNOCK  ON  WOOD 


caution  is  understand- 
able. Other  diTJgs 
have  worked  miracles 
in  animals,  only  to       godS  Step  in" 
flop  in  humans.  And 
the  brain,  with.  10  billion  neurons,  is 
orders  of  magnitude  more  complex 
than  othei'  organs. 

On  the  other  hand,  no  one  is  bet- 
ter equipped  to  crack  the  mysteries. 
Earning  a  PhD  in  psychology  from 
Princeton  in  1969,  Lynch  became,  at 
31,  the  youngest  tenured  full  profes- 
sor at  the  University  of  California. 
He  spent  the  next  two  decades  ex- 
ploring how  the  brain  leams  and  re- 
members—pausing only  to  co-found  a 
chip  company  called  Synaptics  Inc. 
with  Federico  Faggin  and  Carver 
Meade  aimed  at  mimicking  the 
brain's  wiring  in  silicon. 

His  main  work  focused  on  a  class 
of  glutamate  protein  clusters  in  the 
brain  called  ampa  receptors.  These 


backers,  including 
George  Soros'  Quan- 
tum Fund,  which  pur- 
chased almost  a  fifth 
of  the  company  in  No- 
vember, 1993. 
JUST  COFFEE?  Now, 
Cortex  is  burning 
thi'ough  its  limited  in- 
vestment capital,  and 
some  scientists  are 
pessimistic.  Damage 
to  synapses  in 
Alzheimer's  patients' 
brains  is  probably  ir- 
reversible. What's 
more,  says  Salk  Insti- 
tute for  Biological 
Studies  professor 
Charles  F.  Stevens, 
"Gary's  drugs  aren't 
making  the  rats  much 
smarter."  Ti'anslated 
to  humans,  he  figures, 
"they're  not  much  dif- 
ferent fi'om  a  cup  of 
coffee."  Still,  by  bol- 
stering undamaged 
synapses,  Ampalex 
could  make  life  happier  for  millions 
in  the  early  stage  of  memory  loss. 

Besides,  say  Lynch's  many  sup- 
porters, Ampalex  is  just  the  begin- 
ning. Although  final  results  aren't  in, 
"there's  a  huge  need  for  drugs  of  this 
type,"  says  Leon  N.  Cooper,  head  of 
BrowTi  University's  neural  systems 
and  brain  institute.  Cooper,  who 
shared  a  Nobel  prize  in  1972  for  his 
work  in  superconductivity,  calls 
Lynch  "a  remarkably  creative  scien- 
tist who  has  made  major  contribu- 
tions." In  the  future,  both  men  pre- 
dict, most  drugs  will  be  designed 
from  knowledge,  not  trial  and  en'or. 
"We  may  miss  this  time,"  Lynch  ad- 
mits. "But  we  won't  miss  the  next." 

By  Neil  Grvss  in  New  York 
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Finance 


BANKING 


NO  FLOOR  UNDER 
JAPAN'S  BANKS? 

The  central  bank  is  sounding  the  alarm 


Could  a  pail-  of  little-known,  busted 
Tokyo  credit  cooperatives,  simi- 
lar to  U.  S.  credit  unions,  threat- 
en Japan's  financial  system? 
That's  the  warning  Bank  of  Japan  offi- 
cials have  been  peddling  ever  since  the 
central  baiik  proposed  a  $1.98  billion, 
taxpayer-funded  bailout  of  the  Tokyo 
Kyowa  Credit  Assn.  and  Anzen  Credit 
Assn.  three  months  ago.  On  Mar.  17, 
BOJ  Governor  Yasuo  Matsushita  told  a 
business  group  that  letting  the  duo  go 
under  would  unleash  a  "systemic  risk" 
to  the  Japanese  financial  system. 

It's  tempting  to  dismiss  such  alannist 
talk  as  justification  for  a  rescue  mis- 
sion. This  is  not  the  first  time  that  bo.j 
officials  have  forecast  a  financial  melt- 
down, tiying  to  scare  banks  into  putting 
their  houses  in  order.  And  the  govern- 
ment has  vast  powers 
to  prevent  Japanese 
financial  institutions 
from  cascading  into 
an  abyss.  Yet  the  sys- 
tem is  particularly 
vulnerable  now  (ta- 
bles). Many  of  Japan's 
other  financial  institu- 
tions are  neck-deep  in 
bad  loans,  at  a  time 
when  bankruptcies 
keep  mounting,  loan  gi-owth  has  been 
negative  for  eight  months,  the  yen  is 
at  worrisome  highs,  and  a  slumping 
stock  market  is  pounding  the  banks' 
large  equity  holdings. 
DUD  LOANS.  Although  they  have  worked 
through  some  of  theu*  bad  debts,  Japan's 
top  21  banks  are  still  carrying  an  esti- 
mated $300  billion  in  dud  and  restruc- 
tured loans.  Housing  loan  companies  are 
probably  stuck  with  $68  biUion  in  soui-ed 
debt.  And  $200  billion-plus  in  credit 
cooperative  deposits  are  now  at  risk  at 
a  time  when  the  nation's  anemic  depos- 
it insurance  fund  is  inadequate  to  shore 
them  up. 

The  BOJ  had  hoped  that  rescuing  the 
two  credit  unions  would  move  smoothly 
and  serve  as  a  model  for  tackling  big- 
ger pieces  of  Japan's  bad  debt  mess. 


Instead,  the  bailout  has  been 
endangered  by  scandal,  with 
deep  embarrassment  to  the 
government.  Says  Goldman 
Sachs  (Japan)  Corp.  Vice-Pres- 
ident David  Atkinson:  "There 
is  without  question  a  crisis  in 
leadership." 

The  crisis  was  precipitated  by 
the  discoveiy  that  Tokyo  Kyowa 
and  Anzen  had  extended  easy  cred- 
it to  top  members  of  the  opposition 
New  Frontier  Paily.  Relatives  of  one 
party  leader  received  a  $45 
million  loan  to  build  golf 
courses.  He  resigned  in 
eai'ly  Febr-uaiy  amid  specu- 
lation that  politically  con- 
nected depositors  and  bor 
rowers  had  been  influenced  to 


FLIMSY  FOUNDATION 


If  a 


handful  of  Japan's  200-odd  credit 
cooperatives  go  under,  it  could 
trigger  a  chain  reaction  that 
would  endanger  the  entire  system 


engineer  a  rescue  package.  Outraged 
at  the  cronyism,  Tokyo's  metropolitan 
government  shelved  its  planned  bailout 
contribution  of  $;340  million  in  taxpayei-s' 
money,  leaving  the  boj  to  pick  up  the 
tab.  If  further  revelations  suiface,  some 
major  private  banks,  which  are  expect- 
ed to  contribute  a  total  of  $568  miUion 
to  the  bailout,  could  jump  ship,  too. 

The  scandal  has  pummeled  banking 
stocks,  which  make  up  a  hefty  portion  of 
Japan's  major  stock  indexes.  The  bench- 
mark Nikkei  225  is  down  19.2%  so  far 
this  yeai;  while  the  TopLx  leading  shai'e 
index  has  declined  18.5%.  That  hui-ts 
the  big  money-center  banks,  which  have 
a  thinner  cushion  of  hidden  stock  re- 
serves to  deal  with  bad  loans. 

In  retrospect,  it  should  not  have  been 
a  surprise  that  Tokyo  Kyowa  and  Anzen 
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light  stir  up  trouble.  Harunori  Takaha- 
hi,  chairman  of  Tokyo  Kyowa  and  a 
3p  executive  at  Anzen,  used  depositor 
loney  to  bankroll  his  acquisitive  and 
rivately  held  real  estate  group,  EIE 
ntemational.  Tokyo  investigators  have 
lleged  that  Takahashi  diverted  25%  of 
16  cooperatives'  combined  assets  into 
IE.  If  so,  that  exceeds  a  regulatory 
mit  of  20%.  Takahashi  and  eie  also 
ot  billions  of  dollars  in  loans  ft"om  the 
lOng-Term  Credit  Bank  of  Japan  Ltd. — 
loney  that  is  unlikely  to  be  repaid  any- 
me  soon. 

The  crisis  erupted  late  last  year  eie 
'ent  belly-up,  and  rumors  that  Tokyo 
yowa  and  Anzen  were  next  had  depos- 
ors  pulling  money  out  in  droves.  Since 
[arch,  1994,  deposits  have  fallen  by 
3%.  The  run  alarmed  Yasushi  Mieno, 
len  BOJ  governor,  whose  tight  credit 
igime  punctured  Japan's  late  1980s  as- 
it  bubble.  He  once  suggested  that  a 
mkruptcy  or  two  in  the  banking  sector 
ouldn't  be  such  a  bad  thing. 
Now,  though,  he  moved  in  the  oppo- 
te  direction.  Just  days  before  leaving 
"fice  in  mid-December,  Mieno  an- 
)unced  that  the  BO.J  and  private  banks 
ouid  set  up  a  new  bank  to  take  over 
)kyo  Kyowa  and  Anzen.  Why?  BOJ  bu- 
laucrats  started  to  realize  that  if  even 
handful  of  Japan's  200-odd  credit  coop- 
•atives  went  under,  it  might  set  off  a 
ip  wire  and  endanger  the  whole  sys- 
m.  From  January  to  Februaiy,  depos- 
5  among  the  50  or  so  credit  coopera- 
ves  in  Tokyo  shrank  by  1.7%. 
iAKY  BOATS.  The  credit  coops  account 
r  only  about  4%  of  total  private  depos- 
i.  But  a  run  on  them  could  easily  ex- 
lust  the  resources  of  Japan's  Deposit 
isurance  Corp.,  which  is  funded  by 
ivate  banks  and  insures  up  to  about 
13,000  per  depositor  It  has  a  paltry 
dance  of  about  $9.3  billion,  or  0.1%-  of 
1  insured  deposits,  and  is  already  com- 
itted  to  pumping  $454  million  into  the 
ij-led  bailout.  If  other  credit  coopera- 
tes come  loinning  for  help,  the  cen- 
al  bank  would  be  forced  to  shore  up 
e  fund,  probably  with  public  money. 
But  the  credit  coops  aren't  the  only 
iky  boats  in  the  banking  fleet.  Officials 
.ven't  even  started  to  address  the 
oes  afflicting  seven  troubled  housing 
in  companies,  or  jusen,  whose  share- 
Iders  include  Sanwa,  Sumitomo,  Dai- 
li  Kangyo,  and  LTCB.  The  jusen,  simi- 
"  to  U.  S.  s&Ls,  were  set  up  in  the 
rly  1970s  to  supply  credit  to  home- 
mers.  They  did — but  also  started  lend- 
l  to  real  estate  developers,  financing 
erything  from  golf  courses  to  condos 
i  til  real  estate  prices  collapsed. 
The  result:  Roughly  50%  of  their 
36.6  billion  loan  portfolio  is  now 
derwatei;  figures  J.  Brian  Waterhouse, 
ienior  analyst  with  James  Capel  Pacif- 


ic Ltd.  The  jusen's  major  shareholdei-s — 
big  city  banks,  trust  banks,  and  life  insu- 
rance companies — could  be  left  holding 
the  bag,  and  any  jusen  bailout  will  cer- 
tainly require  some  taxpayer  contribu- 
tion. Because  of  the  close  link  between 
the  home  loan  companies  and  Japan's 
first-tier  financial  institutions,  says  Stan- 


THE  BAD-LOAN  BURDEN... 

•At  least  $15L2  billion  at  Japan's 
11  commercial  banks,  7  trust 
banks,  and  3  long-term  credit 
banks 

•  An  estimated  $68.2  billion  at 
the  housing  loan  companies 

•Some  $1.2  billion  at  two  credit 
cooperatives  bailed  out  by  BOJ, 
with  20  more  under  supervision 

...WILL  STRAIN  THE 
BANKING  SYSTEM 

•  Spooked  by  BOJ's  bailout  of  two 
failed  credit  unions  in  Tokyo,  de- 
positors might  yank  their  money 
out  of  other  troubled  CUs 

•A  run  on  deposits  could  pull 
more  credit  unions  under,  and 
Japan's  Deposit  Insurance  Corp. 
would  quickly  begin  burning 
through  its  paltry  $9.3  billion 

•  BOJ  would  step  in  to  shore  up 
the  deposit  insurance  fund  with 
public  money,  but  public  confi- 
dence in  the  banking  sector 
would  be  shaken 

DATA:  JAMES  CAPEL  PACIFIC  LTD  ,  BUSINESS  WEEK 


"SYSTEMIC  RISK":  More  than  scare 
talk  from  BOJ  Governor  Matsushita? 


dard  &  Poor's  Corp.  credit  analyst  Shi- 
nano  Morita,  "this  is  a  much  more  seri- 
ous problem  for  the  Japanese  financial 
system"  than  the  credit  coop  mess. 

Taking  on  the  jttsen's  bad  loans  would 
increase  the  already  considerable  pres- 
sure on  the  big  banks'  balance  sheets. 
By  the  end  of  March,  they  are  expected 
to  write  off  half  of  their  $150  billion  in 
disclosed  nonpeifonning  loans — notes  to 
defimct  companies  or  those  that  haven't 
paid  interest  in  more  than  six  months. 
But  they  aren't  required  to  say  how 
many  loans  have  been  restmctured  with 
interest-rate  breaks  and  other  conces- 
sions. Whatever  that  figure  is  now,  it's 
likely  to  gi'ow.  Bankruptcies  in  Japan 
jumped  10.9%i  in  Febioiary  year-over- 
year,  because  of  the  Kobe  quake. 

Woi-se,  falling  share  prices  are  batter- 
ing the  large  banks'  stock  portfolios, 
which  have  allowed  them  to  write  off 
bad  loans.  The  market  is  not  just  likely 
to  ciimp  future  vmte-offs.  It's  also  stall- 
ing to  undermine  the  banks'  capital  re- 
serve ratios.  Should  the  Topix  index, 
now  at  around  1,260,  decline  below 
1,200,  the  capital  resei-ves  of  ltcb,  Dai- 
wa  Bank,  and  Chuo  Ti'ust  &  Banking 
may  fall  below  the  8%  international  re- 
serve requirement,  says  Barclays  de 
Zoete  Wedd  analyst  Quinn  Riordan.  And 
their  earnings  picture  isn't  bright.  Ac- 
cording to  Barclays  estimates,  the  top 
11  city  banks  will  report  lower  average 
earnings  for  the  year  ending  Mar.  31, 
with  Sumitomo  Bank  Ltd.  posting  a 
$3.12  billion  loss. 

The  big  banks  probably  face  years  of 
balance-sheet  repair  work  and  will  have 
difficulty  unloading  theii-  real  estate  col- 
lateral until  the  commercial  property 
market,  down  50%  from  its  early  1991 
peak,  recovers.  And  while  Matsushita 
promises  to  keep  a  "soft  giip"  on  inter- 
est rates,  already  at  historic  lows,  slow 
loan  growth  will  continue  to  dampen 
their  profits. 

Analysts  doubt  the  BOJ  and  Finance 
Ministi-y  will  opt  for  a  U.  S.-style  clean- 
up that  relies  on  big  public  funding 
and  ruthless  bank  examiners  willing  to 
push  weaker  players  into  bankruptcy. 
Yet  without  a  comprehensive  plan  to 
undo  some  of  the  damage  from  years 
of  speculation  and  abuses,  Japan's  bank- 
ing system  is  in  for  a  tough  stretch.  "I 
think  they  have  only  scratched  the  sur- 
face," muses  L.  William  Seidman,  for- 
mer head  of  the  U.  S.  Federal  Deposit 
Insurance  Corp.  And  for  Matsushita, 
the  prospect  of  a  teetering  financial 
system  could  turn  out  to  be  more  than 
an  empty  threat. 

By  Brian  Bremner  in  Tokyo,  with 
Amy  Barrett  in  Washington 
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The 

reason 

wcrpDig 
news? 

Uniload  Helps  Acer  Deliver  Fresh  Technology 


Acer  keeps  popping  up  in  the  news.  We're  the 
computer  giant  with  record  1994  revenues  of  $5.2  billion  and  climbing.  And  because  we've  been 
steadily  meeting  and  surpassing  projections  for  years  now,  we're  suddenly  a  hot  topic  of  discussion 
around  the  world.  The  big  news  is  that  every  day,  we  deliver  the  newest,  freshest  PC  technology  to 
our  customers  around  the  world. 

Today's  PC  market  is  so  fast-paced  that  users  are  sometimes  buying  yesterday's  technology 
today.  That's  old  news.  Acer's  novel  approach  is  a  process  called  Uniload,  which  enables  us  to 
build  fresh  PCs  daily  at  50  manufacturing  sites  worldwide;  close  to  market  and  close  to  you. 


Atet  and  the  Acer  logo  are  regisrered  Irademaiks  of  Acer  Inc  All  other  brands  or  product  names  are  traderriarks  or  registered  trademarks  ol  their  respective  companies. 
01995  Acer  Inc  All  rights  reserved  Registered  under  the  laws  ot  the  United  Slates  o)  Amer'ca 


Our 
products 
are  never 
old  news. 


lis  revolutionary  and  highly  original  global  approach  to  operations  and  management  is  one  of 
:er's  keys  to  success. 

While  some  PC  companies  routinely  carry  inventoiy  levels  of  well  over  100  days,  Acer  inventoiy 
'erages  less  than  half  the  industry  standard  level.  So  when  you  buy  Acer,  you're  getting  the  freshest 
chnology,  not  product  that's  been  sitting  in  a  warehouse  for  months. 

Uniload  is  another  example  of  how  Acer  technology  improves  your  quality  of  life.  To  our 
mpetitors,  it's  another  challenge  to  keep  up  with  the  company  that's  setting  a  course  to  the 
p  of  the  PC  ranks. 


Fresh  Ideas.  New  Ways  of  Thinking. 

rdcr  an  Acer  system  orjoraretailcrnearyou.  call  1-800-591 -ACER.  Acer  Xpress  FaxBack  System  1-800-554-2494.  Acer  BBS  1-408-428-0140 
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MUTUAL  FUNDS 


GLOBAL  BOND  FUNDS* 
DARK  LiniE  SECRET 

Many  hedged  their  currencies  into  dollars.  Big  mistake 


I 


nvestors  poured  niure  than  $50  billion 
into  global  bond  funds  over  the  past 
five  years  on  a  compelling  sales  pitch: 
higher  yields  and  lower  risk  from 
spreading  their  investment  around  the 
world.  And  with  the  dollar  on  a  long- 
term  decline,  global  bond  funds  should 
have  beat  the  domestic  variety  hands 
down,  sin.;c  many  foreign  bonds  were 
denominated  in  appreciating  currencies. 

But  most  of  the  funds  failed  to  deliv- 
er the  goods.  World  bond  funds  on  aver- 
age performed  only  about  as  well  as 
domestic  bond  funds  in  the  five  years 
ending  Feb.  28,  according  to  Morning- 
star  Inc.  In  part,  their  returns  were 
undercut  by  losses  in  Latin  American 
and  other  emerging-market  debt.  But 
even  those  that  stuck  to 
higher-quality  issues  didn't 
make  the  gains  that  inves- 
tors might  have  expected. 

What  happened?  The  dark 
little  secret  is  that  most  of 
these  funds  hedged  foreign 
currencies  back  into  dollars 
when  they  should  have  held 
onto  marks  and  yen.  Hedg- 
ing, says  Mark  W.  Riepe, 
vice-president  of  Ibbotson 
Associates,  an  investment 
consulting  firm,  "turns  your 
foreign  bonds  into  a  portfolio 
of  synthetic  U.  S.  bonds.  We 
generally  don't  recommend 
hedging  cun-ency  exposure." 
The  best-performing  world 
bond  fund  for  the  past  five 
years  is  the  unhedged  T. 
Rowe  Price  International 
Bond  Fund,  with  an  average 
annual  return  of  12%,  as  op- 
posed to  8%  for  its  peers. 
RALLYING.  The  dramatic 
plunge  of  the  dollar  that  be- 
gan in  19!>4  is  highlighting 
the  gap  between  the  funds 
that  hedge  and  those  that 
don't.  Last  year  was  disas- 
trous for  bonds,  as  interest 
rates  rose  evei-ywhere.  But 
funds  that  bought  bonds  de- 
nominated in  appreciating 
curr'encies — and  lefl  them  im- 


hedged — weathered  the  storm  well. 
Franklin/Templeton  German  Govern- 
ment Bond  Fund  delivered  9.6%  in  total, 
vs.  -8.2%  for  the  average  world  bond 
fund.  Other  unhedged  bond  funds — 
State  Street  Research  International 
Fixed  Income  C,  Benham  European 
Government  Bond  Fund,  and  T.  Rowe 
Price  International  Bond — were  more 
diversified  and  had  lower  returns  (table). 

So  far  this  year,  bonds  are  rallying, 
and  so  are  many  of  the  hedgers'  funds. 
But  the  unhedged  funds  ai'e  making  the 
biggest  gains  of  all.  Even  so,  many  of 
them  remain  small  and  undiscovered. 
The  German  government  bond  fund,  up 
more  than  12%  so  fai-  this  yeai;  has  less 
than  $20  million  in  assets. 


Funds  that  Ride 
the  Falling  Dollar 


FUND 

TOTAL  RETURN* 

1995**     1994  1993 

BENHAM  EUROPEAN  GOVERNMENT  BONO 

10.1% 

1.5%  14.9% 

FIDELITY  DEUTSCHE  MARK  PERFORMANCE 

10.5 

16.4 

1.2 

FIDELITY  YEN  PERFORMANCE 

12.1 

12.6 

13.1 

FRANKLIN/TEMPLETON  GLOBAL  CURRENCY 

4.5 

8.1 

6.0 

FRANKLIN/TEMPLETON  HARD  CURRENCY 

8.0 

15.0 

4.7 

FRANKLIN/TEMPLETON  HIGH-INCOME  CURRENCY 

4.1 

10.2 

-2.6 

FRANKLIN/TEMPLETON  GERMAN  GOVT.  BOND 

12.1 

9.6 

5.2 

T.  ROWE  PRICE  INTERNATIONAL  BOND 

8.7 

-1.8 

20.0 

STATE  ST.  RESEARCH  INTL.  FIXED-INCOME  C 

10.8 

4.3 

13.6 

'Appreciation  plus  reinvestment  of  dividends  and  capital  gams,  before  taxes 

**Ttirough  Mar  21 

The  falling  dollar  is  also  boosting  f- 
eign  currency  funds,  but  they,  too,  lal^r 
in  obscurity.  Like  U.  S.  money-marlit 
funds,  they  buy  veiy  short-term  seci  ^ 
ities.  Franldin/Templeton  Hard  Curr( 
cy  Fund,  up  15%  in  1994  and  8%  t 
year,  has  only  $115  million. 

Fidelity  Investments  nans  three  pi 
foreign  currency  money-market  fund^ 
in  marks,  yen,  and  sterling — yet  di 
not  put  any  of  its  classic  market  i 
oomph  behind  them.  The  three  fui 
together  have  only  about  $30  millii 
"We  have  them  as  a  convenience  to  y 
phisticated  investors,"  says  Scott  Ki- 
dell,  who  manages  the  currency  fum. 
"We  don't  want  a  lot  of  people  in  thd 
funds  who  don't  understand  the  risk' 
Perhaps  so.  But  when  it  comes  to  vci- 
tility,  the  cuirency  funds  have  less  tli 
half  that  of  Fidelity  Select  Precii 
Metals  &  Minerals.  And  the  currei 
funds  have  done  a  better  job  of  p 
tecting  investors  from  inflation  tli: 
gold  funds. 

NO  REGRETS.  Then  why  haven't  T' 
mutual-fund  investoi's  figured  this  n 
"People  think  that  cuirencies  are  n 
and  should  be  avoided,"  says  Doiiali . 
Gould,  who  started  the  currency  ad 
German  government  b(ci 
funds  and  then  sold  theme 
Franklin/Templeton.  "Indi^i 
ually,  these  funds  are  v(a- 
tile.  Putting  them  in  a  p(,t- 
folio  of  funds  does  not  ;ld 
to  investors'  total  risk."  , 
Fund  managers  know  t*t 
but  hedge  anyway  to  a\ 
having  to  explain  a  cunv . 
loss  to  shareholders.  Tit 
could  happen  if  the  doUai-  li- 
lies.  "Strategically,  wcVt 
bears  on  the  dollar,"  s: 
Mark  Turner  of  the  Put! 
Global  Government  liaii 
Fund.  "But  we're  hvdij 
now  because  of  the  exli  i 
valuation  in  the  yen  i 
mark."  Adds  Gary  P.  Bn 
son  of  Brinson  Partners  le. 
a  global  money  managei-: , 
hedge  is  insurance.  I  di 
regi'et  having  bought  tii-i ; 
surance  if  my  house  doei 
burn  down." 

Yet  even  Brinson  a.dt ' 
that  long-term  investofs  i 
can  stomach  price  swiii,Ms  " 
be  better  served  by  leaM, 
their  currencies  exposedJ 
long  as  the  dollar  remj 
imder  pressure,  that  vriU  i 
tainly  be  the  case. 

By  Jeffrey  M.  Laderri 
in  New  York 
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DRPORATE  FINANCE 


rS  SHOWTIME 

OR  LEHMAN'S  TAX  MAN 

)bert  Willens'  expertise-and  clear  explanations-win  fans 


t's  tax  time  for  Corporate 

America,   too.   And  to 

Robert,  Willens,  this  is  a 

'ous  season  indeed.  For 

liens,  the  tax  savant  of 

hman  Brothers  Inc.,  has 

de  a  thriving  career  out 

helping  companies  avoid 
clutches  of  the  Internal 

venue  Service.  His  craft's 

st  visible  practitioner  on 

11  Street,  Willens  is  an  ex- 
selling  point  for  under- 

;  Lehman. 

A^illens,  a  tax  accountant 
trade,  likes  to  bedazzle 
iman  staffers  with  his 
lity  to  reel  off  tax  rules 
I  figure  out  how  clients 

use  them — in  plain  Eng- 
i.  Traditionally,  Wall 
eet  houses  have  farmed 

IRS  questions  to  tax  at- 
leys.  During  the  dealmania  days  of 

1980s,  however,  fii-ms  added  in-house 

specialists  to  dream  up  ideas  for 
Is  that  lessen  tax  loads.  Bear 
ams,  Morgan  Stanley,  and  J.  P.  Mor- 

are  among  them. 

iT-QUOTED.  But  WiUens  has  achieved 
'rmidable  stature  among  these  folks 
a  result  of  his  public  exposure.  A 
lific  writer,  he  churns  out  easily  un- 
standable  analyses  of  deals  that  are 
ely  read.  He  has  authored  over  200 
cles  in  accounting  journals.  And  for 
past  three  years,  cpa  Revieiv  has 
led  him  one  of  America's  ■■■■■■■■ 
most-quoted  accountants, 
s  has  caused  grumbling 
)ng  lesser-known  tax  ex- 
;s.  Still,  he  has  many  fans, 
lens,  says  tax  attorney 
liel  M.  Shefter  of  Skad- 
,  Arps,  Slate,  Meagher  & 
m,  is  the  most  "knowl- 
eable  tax  commentator 
analyst  in  the  business." 
he  lanky  and  affable  Wil- 
,  48,  admits  that  his  job  is 
ut  "testing  the  limits  of 
law."  He  has  helped  set 
ieveral  Lehman  deals  that 
led  on  minimizing  the  tax 
(table).  Consider  AMR 
p.,  parent  of  American 
ines  Inc.  Last  year,  amr 


HOOKED":  Prolific  writing  expands  his  reach 


wanted  to  replace  its  convertible  pre- 
fen-ed  shai-es  with  debt,  which  is  cheap- 
er capital  since  its  interest  is  a  de- 
ductible expense.  Savings:  .$12  million 
yearly.  But  more  leverage  on  the  com- 
pany would  displease  ratings  agencies. 
Lehman  mollified  the  agencies  by  struc- 
turing a  convertible  debt  security  that 
eased  the  burden  on  amr  in  hard 
times — the  company  can  delay  paying 
interest  for  up  to  five  years. 

Similarly,  Willens  had  a  hand  in  re- 
shaping Ford  Motor  Co.'s  corporate 
stiTicture  so  it  would  not  be  penalized 

Playing  the  Tax  Angle 


AMERICAN 
AIRLINES 
SECURITIES 
SWITCH 

FORD'S 
OVERSEAS 
TAX  CREDITS 

SENSORMATIC- 
KNOGO 
MERGER 


THE  PROBLEM 

Plan  to  replace  costly  eq- 
uity with  tax-deductible 
debt  disliked  by  leverage- 
leery  ratings  agencies 

Because  of  debt-heavy 
units,  IRS  frowns  on  the 
auto  maker's  use  of  all 
its  foreign  tax  credits 

Merged  store-security  out- 
fit would  have  to  sell 
Knogo's  domestic  assets, 
paying  taxes  on  proceeds 

DATA  LEHMAN  BROTHERS  INC 


THE  SOLUTION 

Exchange  equity  for  con- 
vertible debt  that  allows 
issuer  to  postpone  inter- 
est payments 

Units  placed  in  separate, 
75%  Ford-owned, 
company,  removing 
limit  on  tax  credits 

Right  before  merger, 
Knogo  spins  off  domestic 
operations  to  its  share- 
holders, tax-free 


by  a  tax-code  change  meant  to  punish 
high  leverage.  Ford's  dilemma  was  that 
it  couldn't  use  all  of  its  overseas  tax 
credits,  wliich  reduce  its  iRS  bill  by  giv- 
ing it  a  break  for  levies  the  company 
pays  to  foreign  governments  on  its  off- 
shore operations.  Reason:  In  the  1986 
Tax  RefoiTn  Act,  Congi-ess  placed  a  lim- 
it on  the  overseas  tax  credits  a  debt- 
heavy  company  could  use.  Ford's  bal- 
ance sheet  carried  a  handful  of 
high-debt  subsidiaries — car  leasing,  in- 
surance, land  development,  and  bank- 
ing. Answer:  In  1989,  the  cannaker  fol- 
lowed Lehman's  advice  to  place  all  of 
the  subs  in  a  new  entity  called  Ford 
Holdings  Inc.  This  was  tricky.  Under 
the  tax  code,  parent  Ford  couldn't  own 
the  whole  tiling.  That's  why  Ford  Hold- 
ings issued  preferred  stock  to  the  public 
representing  25%  of  its  voting  power. 
SHORT  CUT.  Or  check  out  the  predica- 
ment of  Sensormatic  Electronics  Corp., 
which  makes  those  security  devices  that 
detect  shoplifters  sneaking  out  a  store's 
door  In  December,  it  sought  to  merge 
with  a  similar  company,  Knogo  Corp., 
but  it  wanted  only  Knogo's  foi'eign  op- 
erations, because  gi"owth  and  profit  po- 
tential are  better.  Also,  Sensormatic 
feared  that,  with  Knogo's  U.  S.  opera- 
tions, it  would  dominate  the  domestic 
market  and  attract  an  antitrust  chal- 
lenge. Yet  it  didn't  want  to  go  through 
the  hassle  of  absorbing  all  of  Knogo  and 
then  selling  off  its  U.  S.  assets,  since 
the  proceeds  would  be  taxable.  Under 
Lehman's  guidance,  Knogo  spun  off  the 
U.  S.  business  to  its  stockholders,  then 
merged  with  SensoiTnatic  by  swapping 
shares.  Both  maneuvers  were  tax-f^"ee. 

An  accoimtant's  son,  Willens  acquired 
his  tax  expertise  at  what  is  now  kpmg 
Peat  Marwick,  where  he  advised 
dealmeisters  at  then-powerhouse  Drex- 
el  BiuTiham  Lambert  Inc.  Hii-ed  in  1987 
by  Lehman,  Willens  floundered  for  a 
while.  "No  one  knew  what  I  was  sup- 
posed to  do,"  he  recalls.  Willens  fLxed 
that  by  bombarding  the  fimi's 
investment  bankers  with  E- 
mail  memos  suggesting  tax- 
free  mergers-and-acquisitions 
options. 

Willens,  since  promoted  to 
managing  director,  is  a  very 
bu.sy  man.  He  gets  to  the  of- 
fice at  6  a.m.  to  rummage 
through  tax  publications. 
Aside  from  planning  m&a  tax 
angles  and  writing  reports, 
Willens  advises  Lehman's  in- 
stitutional chents  on  trading 
strategies  and  teaches  a  tax 
class  at  Columbia  University 
Business  School.  Says  Wil- 
lens: "I'm  hooked  on  taxes" 
— other  people's  presumbably. 
By  Larry  Light  in  New  York 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

PCS  LICENSES  MAY 
MAKE  PHONES  RING 

One  glance  at  the  stock  chait  of  Tele- 
phone &  Data  Systems  (TDS)  sug- 
gests that  the  company  is  one  mighty 
sony  loser.  After  all,  the  shares  have 
plummeted  from  45  to  35  in  just  a  cou- 
ple of  weeks.  Has  the  sky  fallen  in  on 
this  provider  of  rural  telephone  ser- 
vice in  29  states? 

"Quite  the  contrary,"  says  invest- 
ment manager  Herb  Ehlers,  who 
upped  his  holding  when  the  price  start- 
ed to  sag.  The  company  has,  in  fact, 
just  pulled  an  enviable  coup  by  winning 
bids  for  wireless  pei*sonal  communica- 
tions services  (PCS)  hcenses  in  eight 
cities  for  $289  million. 

To  Ehlers,  chairman  and  chief  in- 
vestment officer  of  Tampa's  Liberty 
Investment  Management,  which  steei-s 
some  $4.5  billion,  the  newly  won  h- 
censes  make  Telephone  &  Data,  now 
trading  at  38,  an  even  more  valuable 
enterprise  in  this  hot  business. 

But  here's  why  others  bailed  out: 
They  worried  that  acquiring  the  PCS 
licenses  would  require  a  huge  outlay. 

BIG  CITIES,  BRIGHTER  LIGHTS? 


TELEPHONE  &  DATA 
STOCK  PRICE 

WEEKLY  CLOSE 


NOV.  1,  '94 


MAR.  21, '95 


EARNMCS 
PERSMffi 

$2.25 

1996  Est 

$1.50 

1995  Est 

$1.05 

1994 

91C 

195i 

67C 
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Investors  feared  the  company  would 
need  to  raise  money  by  seUing  more 
stock.  And  they  didn't  see  how  the 
company  could  protect  its  credit  rating 
and  profit  margins  as  it  built  up  PCS 
operations.  The  company  also  provides 
cellulai'  services  thi-ough  its  81%-owned 
U.  S.  Cellular  (usm),  and  paging  ser- 
vices through  80% -owned  American 
Paging  (app). 

It's  time  that  Telephone  &  Data  has 
said  it  is  studying  certain  financing  op- 
tions. But  not  the  type  of  equity  fi- 
nancing that  investors  had  feai'ed,  says 
Ehlers.  He  is  convinced  Telephone  & 


Data  will  foi-m  a  PCS  subsidiary  and 
take  it  public  to  produce  the  funds 
needed  to  laimch  a  wireless  telecom- 
munications network. 

"Telephone  &  Data,  with  all  its  prop- 
erties and  hcenses,  is  one  of  the  most 
imdervalued  companies  in  the  indus- 
tiy,"  says  Ehlers.  He  puts  the  com- 
bined value  of  its  various  assets  at 
$100  a  share.  The  stakes  in  U.  S.  Cel- 
lular and  American  Paging  alone  are 
worth  some  $40  a  share  in  Telephone 
&  Data  stock,  figures  Ehlei"s.  Telephone 
&  Data,  he  maintains,  "is  a  gi'owth 
stock  that  is  a  great  value  play."  He 
estimates  that  over  the  next  three 
yeai's  company  profits  will  grow  at  an 
annual  25%  rate. 

Telephone  &  Data  plans  to  align  and 
attach  its  PCS  operations  with  its  ex- 
isting cellulai"  mai'kets,  explains  Ehlers. 
The  eight  licenses  won  by  the  company 
are  for  some  of  the  fastest -growing 
U.  S.  cities:  Columbus,  Ohio;  Clearwa- 
ter, Fla.;  Houston;  Kansas  City,  Kan.; 
Orlando;  Pittsburgh;  St.  Petersburg; 
and  Tampa. 

Ehlers  says  he  wouldn't  be  at  all  sm-- 
prised  if  one  of  the  major  telecommuni- 
cations companies  ultimately  made  a 
move  to  acquire  Telephone  &  Data — 
before  it  gets  to  be  a  major  and  expen- 
sive player. 

BIDDERS  CROWD 
AROUND  EL  RANCHO 

Stock  in  Las  Vegas  Entertainment 
Network  (lven)  has  been  like  a  bad 
bet  on  a  Nevada  gaming  table:  Treading 
at  6  in  late  1993,  the  shai'es  later  nose- 
cUved  to  1,  closing  on  Mar.  21  at  VA. 
But  just  as  many  investors  were  about 
to  give  up,  a  deep-pocketed  New  York 
investor — widely  feared  in  the  1980s 
as  a  belUgerent  raider — expressed  an 
interest  in  acquiiing  a  controlling  stake 
in  Las  Vegas  Entertainment. 

It's  this  biggie's  first  move  into  Las 
Vegas,  and  his  interest  is  in  the  com- 
pany's 22-acre  El  Rancho  Hotel  &  Casi- 
no right  on  the  Strip.  El  Rancho  has 
been  appraised  at  $60  milhon  to  $70 
million.  A  CalifoiTiia  investment  man- 
ager says  this  New  York  mogul  would 
put  in  $20  million  for  a  controlling 
stake,  get  the  property  back  in  shape, 
and  start  operating  its  ciurently  shut- 
tered casino. 

But  when  word  leaked  out  that  one 
investor  was  interested,  four  other 
groups  suddenly  emerged  and  made 
informal  offers.  One  faction  is  led  bv  a 


former  ceo  of  one  of  the  biggest  L 
Vegas  casino-hotels.  The  second  isi 
New  Jersey  gaming  gi-oup  headed  byi 
controversial  financier.  The  third  pai  - 
is  a  wealthy  CalifoiTua  real  estate  i 
vestor.  The  fourth  gi-oup  is  a  pubUc 
traded  entertainment  company 
Nashville. 

Las  Vegas  Entertairjnent  Chairm 
and  CEO  Joe  Corazzi,  who  has  be 
seeking  financing  for  an  $85  million  n 
ovation  of  El  Rancho,  declined  comme 

A  HEALTHY  TRADE 
IN  TEMPS 

Temporaiy  help  is  one  of  the  hottt 
commochties  in  health  cai-e.  Hos 
tals,  nLirsing  homes,  and  home-servi 
providers  can't  get  enough  of  it,  es{ 
daily  licensed  staff  in  physical,  occuj 
tional,  and  speech  therapy.  And  tha 
why  stock  in  CareerStaff  Unlimit 
(SLAJ)  has  been  so  robust,  shooting 
from  11  a  shai*e  in  mid- November 
nearly  18  on  Mai'.  21. 

"Many  institu-  i 
tions  are  discover-        BENEFITINfi  j 
ing  that  tempo-      FROM  THERAPY  | 
rary  staffing  is  a 
cost-effective  way 
of  providing  quali- 
ty   care,"  says 
Nancy  Moyer,  a 
health-care  ana- 
lyst at  Unterberg 
Hanis.  She  notes 
that  CareerStaff 
has  become  the 
leader  in  a  fast- 
gi'owing  niche 
business.  "There 
is  a  huge  shortage 
of  skilled  and  li- 
censed physical  therapists,"  she  say 
Use  of  such  specialists,  she  explai 
has  grown  tremendously  because 
the  aging  of  the  population  and  n 
siu'gical  procedm-es  that  require  the 
py  as  a  follow-up.  Workers'  compen 
tion  laws  in  various  states  also  - 
coiu'age  the  use  of  reha'o  sei-vices 
workers  can  return  to  jobs  faster. 

Based  on  her  earnings  projectio 
Moyer  sees  the  stock  hitting  26  it 
year.  She  expects  earnings  of  87< 
share  on  revenues  of  $100  miUion  t 
year,  and  $1.20  net  on  sales  of  $1 
million  next  year.  The  company 
ported  record  numbers  last  year:  Pi 
its  soared  370%,  to  $3  milhon,  or  48^ 
share,  as  revenues  leaped  103%, 
$55.2  miUion. 


NOV  1,  '94  MAR.  21,  'Si 
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Annapolis 

Loews  Annapolis  Hotel 

Dallas 

Loews  Anatole  Hotel 

Denver 

Loews  Giorgio  Hotel 

Los  Angeles 

Loews  Santo  Monica  Beach  Hotel 

Nashville 

Loews  Vanderbilt  Plaza  Hotel 

New  York  City 

Loews  New  York  Hotel 

New  York  City 

The  Regency  Hotel 

San  Diego 

Loews  Coronado  Boy  Resort 

Tucson 

Loews  Ventana  Canyon  Resort 

Washington,  D.C. 

Loews  Lenfant  Plaza  Hotel 

Quebec  City 

Loews  Le  Concorcle  Hotel 

Monte  Carlo 

Loews  Monte  Carlo  Hotel 


Business  success  never  comes  easy.  You  have  to  work  at  it.  All  the  time.  Even  when 
you're  out  on  the  road.  So  we've  created  o  new  tool  to  help  you  get  the  job  done- 
It's  called  Loews  Hotels  Business  Class. 
Upgrade  to  a  specially  designed  Business  Class  room. 
You'll  receive  state-of-the-art  office  amenities. 

•  Direct  dial  FAX  machines  for  incoming  nud  outgoing  transmissions. 

•  Two-line  phones  with  private  voice-moil  messaging.* 

•  High-speed  computer  data  ports. 

•  Complimentary  morning  coffee. 

•  There's  an  iron  and  ironing  board,  too. 

Best  of  all,  you  get  these  essential  Business  Class  services  for  just  $15  above  our 
national  corporate  rate. 




Now  You  Can  Earn  Up  To  1,000  /'J'Wvantage  "  miles. 

Loews  Hotels  is  proud  to  announce  our  partnership  in  tine  American  Airlines-' 
AAdvantage  program.  Now  you  con  earn  miles  at  any  Loews  Hotel  with  every  stay 
at  any  published  Loews  rate  ^  To  celebrate,  we're  introducing  a  special  offer  for 
AAdvantage  members:  We'll  give  you  a  free  upgrade  to  o  Business  Class  room 
whenever  available  as  well  as  1,000  AAdvantage  miles  for  every  stoy  now 
through  April  30th.  Be  sure  to  provide  your  AAdvantage  number  when  you  call  for 
reservations. 

tGroup  and  negotiated  rate-  do  not  qualify  Amencon  Airlines  and  AAdvantage  are  registered  trademarks  of 
American  Airlines,  Inc  American  Airlines  reserves  the  nght  to  change  AAdvantage  program  rules,  regulations,  travel 
awards  and  special  offers  of  any  time  without  notice,  and  to  end  the  AAdvontage  program  with  six  months  notice 


LOEWS  HOTELS 


For  reservations  coll  your  travel  expert  or  800-23-LOEWS 


'Not  available  at  Loews  Annapolis  Hotel 


Special  Report 


INTERNET 


How  the  center  of  the  computing  universe  has  shifted 


It  just  may  be  a  computer  maker's  dream  come  tixie — the 
Internet.  Suddenly,  computer-industiy  executives  have 
gTasped  that  the  Net  is  a  lot  more  than  just  the  world's 
biggest  E-mail  system  or  a  place  where  computer  jocks 
can  get  their  jollies.  The  Net,  they've  come  to  realize, 
could  veiy  well  be  the  IBM  Pei-sonal  Computer  all  over  again — 
a  poweiful,  low-cost,  open,  standards-based  technology  "plat- 
foim"  upon  which  to  build  all  sorts  of  new  products,  strategies, 
companies,  mai'kets,  and  even  a  few  fortunes.  Like  the  PC,  this 


The 

Biggest 
Thing  Since 
the  IBM 
PC? 

The  Internet  ushers  in 
a  new  era  in  compu  t- 
ing's short  but  colorful 
history.  Now,  computers 
will  serve  as  communi- 
cation devices  as  ivell 
as  calculators  and  word 
pivcessors.  The  Internet, 
global  and  universal, 
offers  the  best  of  the 
past  and  a  nearly  limit- 
less future. 


global  network  stands  to  reshape  the  business  model  of  the 
tire  industry.  "This  is  a  rocket  that  has  been  launched,"  s£ 
Eric  E.  Schmidt,  chief  technology'  officer  at  workstation  m; 
er  Sun  Microsystems  Inc.  "There's  no  one  who  can  stop  it.  1 
future  of  computing  is  defined  by  the  Net." 

Indeed,  thanks  to  a  poweiful  new  software  scheme  call 
the  World  Wide  Web,  the  Internet  is  beginning  to  eclipse 
more  accurately,  to  subsume — the  PC.  The  Internet  will  sc 
be  so  ubiquitous,  or  "transparent,"  as  experts  say,  that  w^ 


1970s 


1980s 


SHARED  COMPUTING 

Timesharing  mainframe  and  mmi- 
computer  systems  allow  hundreds, 
sometimes  thousands,  of  dumb  ter- 
mmals  to  share  information  and 
computmg  services.  But  terminals 
are  expensive,  communications 
slow,  and  software  anything  but 
user-friendly.  Worse,  proprietary  de- 
signs make  it  painfully  difficult  to 
share  information  between  systems. 


PERSONAL  COMPUTING 

The  cheap,  microprocessor-based 
PC  brings  computing  power  to  th( 
people.  Open  software  stimulates 
flood  of  imaginative  applications. 
But  the  computing  generally  gets 
done  in  isolation,  with  only  limitej 
data.  Local-area  networks  help 
ers  reach  beyond  their  desktops, 
but  only  to  other  users  and  resou 
es  within  their  organizations. 
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1990s 


■TWORKED  COMPUTING 

;  internet,  connecting  miiiions  of  computers, 
irs  a  powerfui  new  computing  "platform"  on 
ch  to  build  brand  new  computing  applications. 
:ause  its  software,  including  a  scheme  for  elec- 
lic  publishing  called  the  World  Wide  Web,  is 
:n  to  all  types  of  computers,  the  Net  promises 
vipe  out  technical  and  geographic  hurdles  that 
e  been  holding  back  the  Information  Revolu- 
I.  The  Internet  is  now  the  center  of  the  comput- 
universe. 


^   take  it  for  granted,  as  we  do  electrical  pow- 
er or  the  phone  system  today.  The  grand  vi- 
;   sion  now  sparking  imaginations  and  busi- 
ness plans  tlu'oughout  the  computer  industry 
is  that  by  2000,  all  major  software  progi-ams 
will  be  "aware"  of  the  Net  and  depend  on  it 
for  a  continuous  stream  of  new  data  and  up- 
dated functions.  Less  and  less  will  you  have  to 
make  a  conscious  decision  to  "get  on  the  Inter- 
net," as  you  do  today.  Whenever  it  needs  to, 
your  PC  will  reach  into  the  Web  for  a  piece  of 
data,  a  movie  clip,  oi'  even  a  new  progi'am. 
"IT  PERVADES  EVERYTHING."  Such  a  universal 
network  is  the  fulfillment  of  a  long-cherished 
dream  of  computer  scientists.  In  the  early  days  of 
computing,  "dumb"  temiinals  could  connect  to  a 
single  mainfi'ame  or  minicomputer,  which  let  them 
share  large  amounts  of  data  and  computing  pow- 
er— but  only  if  they  could  speak  the  digital  lingo  of 
that  system.  Another  problem:  Terminals  were  ex- 
pensive and  so  were  the  phone  connections.  The 
PC  caused  a  revolution  with  its  low-cost  computing 
power,  but  it  isolated  people  from  large  pools  of 
data  and  fi-om  one  another  Local-ai-ea  netwoi-ks  have 
helped,  but  they're  limited  in  size. 

The  Net,  it  now  seems,  will  take  computing  to  a 
new  i)lane — where  information  and  computing  resourc- 
es fi-om  all  over  the  world  will  be  at  youi'  fingertips.  If 
what's  needed  isn't  in  the  disk  on  your  desktop  machine 
or  the  sei-ver-  down  the  hall,  the  next  place  your  PC  will 
look  is  on  the  Web.  The  boundary  between  your  com- 
puter's contents  and  the  rest  of  cyberspace  will  be  al- 
most imperceptible.  Leading-edge  customers,  such  as 
Federal  Express  Corp.,  are  already  taking  advantage  of 
that  Web  capability.  Clients  can  now  contact  the  shipper's 
IBM  mainframe  via  the  Web  and  check  on  the  status  of 
their  shipments.  Says  Alvin  Tedjamulia,  senior  director  of 
research  and  strategy  planning  at  network  software  mak- 
er Novell  Corp.:  "We  want  to  eliminate  the  difference, 
fi'om  the  user's  point  of  view,  of  where  any  particular  doc- 
ument is — inside  General  Motors,  in  the  Library  of  Con- 
gi'ess,  or  on  the  Web." 

As  the  throbbing  new  center-  of  the  computing  univer-se,  the 
Net  is  quickly  dr^awing  the  brightest  technical  talent,  the  most 
ambitious  entr-epreneur-s,  the  sharpest  mar-keters,  and  the  sav- 
\iest  managers.  "Everyone's  so  excited  right  now.  They'r-e  all 
wondering,  'How  do  we  make  use  of  this  giant  thing  that  has 
tentacles  everTyrwhere?' "  says  Jay  A.  Batson,  senior  analyst  at 
Fon'ester  Researx-h  Inc.,  a  consulting  firm  in  Cambridge,  Mass. 
"It's  a  very  high  priority  at  Apple,"  says  Larry  Tesler,  the  PC 
maker-'s  chief  scientist.  "It  pervades  everything." 

The  Net  "r-epr-esents  a  ftindamentally  new  product  oppor- 
tunity that's  actually  more  exciting  than  the  IBM  PC,"  en- 
thuses .James  W.  Breyer-,  gener-al  partner  at  Accel  Partners,  a 
Silicon  Valley  ventur-e-capital  fir-m.  "With  the  PC,  there  were 
some  standard  distribution  models  you  could  ajiply.  With  the 
Internet,  business  models  are  simply  virgin  territory,  which 
means  there's  a  wonderful  opportunity  for  entrepreneurs  to 
apply  their  creativity." 

And,  many  industry  executives  believe,  it's  a  splendid 
chance  to  change  the  mles  of  the  game — so  that  software  go- 
liath  Microsoft  Corp.  wields  less  power  While  Micr-osoft  con- 
trols the  key  software  standards  of  the  comjjuter  industry 
now,  the  Net  is  not  owned  or  controlled  by  any  particular 
company  or  inter-est.  The  Inter-net  business  is  a  fresh  field  of 
dreams  in  which  even  small  companies  can  pioneer  new  tech- 
nologies, set  new  standards,  and  gr-ow  rich. 

The  Internet  has  already  grovm  so  large — some  30  milHon 
people  are  now  connected  to  it — that  the  industry  giants 


BUSINESS  WEEK  /  APRIL  3,  1995  1  19 


Special  Report 


couldn't  fight  it  if  tliey  wanted  to.  Rather,  they  ai^  figuiing  out 
how  to  play  the  Internet  mai'ket.  IBM.  for  example,  ali-eady  lias 
made  Internet  access  a  featui-e  of  its  OS'2  A\ai'p  operating  sys- 
tem and  Microsoft  will  do  so  \^"ith  ^^Indows  95.  due  out  in  Au- 
gust. Apple  also  is  said 
to  be  working  on 
Internet  links,  includ- 
ing providing  access 
thi-ough  its  e^^■orld  onhne  senice.  But  those  companies  are 
■Johnny-come-latelies  compared  with  the  likes  of  Digital  Equip- 
ment Coi-p.  and  Stm  ]\Iicrosystenis.  wliich  began  supph-ing 
Internet  tecluiologA-  yeai-s  before  the  Net  fad  exploded. 

]VIost  likely  the  Internet  em  won't  be  mai-ked  by  the  kind 
of  dominance  that  Micr- -jft  enjoys  now  or  IBM  did  in  the 
mainfi~ame  era.  By  conscious  design,  it  is  open  to  neai'ly  infi- 
nite geogi-apliical  expansion,  to  any  brand  or  type  of  comput- 
er, and  to  \-iituaIly  any  use  that  engineei-s  can  think  of  Basi- 
cally the  Net  is  just  a  few  protocols,  or  communications 

BEYOND  NETWORKS 

IBM  will  make  all  of  its  machines 
Web-ready.  In  theoiy.  that  will  help 
reengineer  business  processes 

JOHN  R.  PATRICK 

IBM  INTERNET  APPLICATIONS 


lules.  that  g"^•en■l  some  fundamental  interactions  between 
computei-s.  Like  the  PC's  ms-dos  operating  system,  wliic'i  al- 
lows almost  any  word-processing  package  to  iTm  on  any  PC 
clone,  the  Internet  protocols  allow  eveiy  make  and  model  of 
computer  to  swap  E-mail  and  other  files.  As  long  as  a  com- 
puter talks  the  Internet  talk,  it  doesn't  matter  what  kind  of 
chips  it  uses,  what  softwai-e  it  i-uns,  or  whether  a  user  tj-pes 
Swahih  or  Spanish:  The  message       get  thi-ough. 

Tlie  gi-eat  flexibility  of  tliis  setup  is  what's  enabling  the 
Internet  to  gi'ow  like  Topsy.  with  haixlly  any  centi-al  manage- 
ment or  a  blueprint  for  the  futm-e.  Eveiy  month,  the  Xet 


population  gi'ows  by  10'7 
to  Ib^c.  The  Web.  estimate? 
Sun's  Schmidt,  is  doubling 
even-  53  days.  By  2000.  ex- 
peits  say.  the  Net  -niU  have 
as  many  as  100,  millior. 
seiwers — computers  that 
store  volimies  of  informa- 
tion and  dish  it  out  to  so- 
called  chents.  usually  PCs. 

The  Internet  has  more 
than  ntmibei-s  on  its  side. 
Its  open  protocols  are  an 
in\itation  for  anybody  any- 
whei-e — fi'om  giants  such  as 
IBM  and  Apple  to  yom-  ner- 
dy  neighbor — to  create 
things  that  attach  to  the 
Xet.  making  it  a  hothouse 
for  all  kinds  of  innovatior.. 
\Miether  it's  lirJdng  a  mul*:- 
million-dollai-  IBM  mainfi-anic- 
to  the  Xet  or  a  way  to  heho 
a  client  PC  get  around  t}> 
Xet  faster,  the  Internet 
daily  absorbing  eveiy  im- 
provement in  computer 
hai'dwai'e  perfoiTnance  and 
every  new  softwai'e  idea 
that  hits  the  mai-ket — with 
no  disinption. 

There's  hai'dly 
any  product  or  senice  tiiat  nas  oeen  oi-eamea  oi 
the  stiU-tmbuilt  Information  Superhighway  thiat 
getting  developed  for  or  actually  delivered  over 
Internet  today.  The  only  Umit  seems  to  be  e: 
neei-s'  imaginations.  For  example,  an  Israeli  comi 
ny  called  \'ocalTec  has  just  dehvered  a  S49  si' 
wai-e  package  that  melds  the  power  of  high-end 
£Bti  -nith  a  relatively  old  Internet  protocol  to  creg 
Wm  something  entii-ely  new:  live,  long-distance,  and  p^j 
tically  zei-o-cost  voice-messaging  across  the  Inter  ■ 
Tlie  voice  links  ai-en't  good  enough  yet  to  rep! 
standard  telephone  senice.  but  who  knows?  k 
quality  can  only  improve  as  the  Net's  cu•cu;:^  ic 
computei-s  grow  faster  by  leaps  and  bounds. 
PERFECT  BIM>Ma  In  tlie  past  year,  the  great  focu 
innovation  lias  been  the    orld  ^Mde  Web.  Based  ( 
new  set  of  protocols,  tlie  Web  is  helping  the  Inte: 
dehver  aU  the  "'multimedia"  pizzazz  that  PCs  are 
pable  of — stylish  tj-pogi-aphy.  coloiful  gi-aphics,  pi 
button  interacti\ity.  and  even  sound  and  \ideo.  Ag 
a  key  public  protocol,  called  html  (h\-peitext  mar 
language),  makes  it  easy  to  combine  and  "publ 
those  complex  t\"pes  of  data  v\ithout  caiing  w 
c-omputei-s  people  might  use  to  \iew  it.  This  univei 
ity  has  made  the  Web  so  populai-  that  html  is  spil 
over  into  other  forms  of  elecuxjnic  publishing,  inc 
ing  CD-P.OMs  and  commercial  online  computing  senices. 

Equally  important,  though,  the  Web  adds  much-nee 
sti-uctm-e  to  the  Xet.  allowing  mere  monals  to  na\igat€ 
fi"agmented  resom-ces.  In  addition  to  html,  the  Web  s 
plies  a  standai'd  method  for  gi\ing  a  unique  name  to  eae 
the  zillions  of  digital  "objects" — documents,  \ideo  clips,  di 
tories.  and  electronic  malls,  to  name  just  a  few — that  pe< 
are  creating  in  cybei-space.  Clicking  on  highlighted  wc 
or  buttons  on  a  VCeh  "page"  lets  you  "hj-perlink"  to  reh. 
pages  where  you  might  find  additional  infoiTnation.  a  pi-og 
waiting  for  you  to  give  it  data,  or  stUl  more  links  to  o1 


nts  on  the  Web.  At  no  time,  however,  do  you  need  to 
)W  or  care  where  any  of  this  information  is  physically 
red.  The  Web  fosters  the  illusion  that  all  of  the  Net's 
iiputers  have  been  stitched  into  one,  with  their  myriad  re- 
irces  ready  for  you  to  tap. 

rhe  folks  who  can  build  new  products  and  services  on 
i  mesh  of  cooperating  computers  are,  potentially,  the  lead- 

of  the  computer  industiy  a  decade  from  now.  Which  ex- 
ins  the  flood  of  Internet  startups.  At  Accel,  Breyer  says, 
h  of  all  companies  in  its  $350  million-plus  portfolio  are 
king  the  Web  a  strategic  component  of  their  product  or 
vices.  A  year  ago,  Accel  was  re- 
wing  perhaps  one  Net-related 
"tup  plan  every  week.  Today,  it  is 
to  20 — everything  from  multi- 
fer  computer  gaming  services  to 
^ital  cash"  schemes  for  online 
pping.  Michael  K.  Parekh,  online 
iputer-services  analyst  at  Gold- 
1,  Sachs  &  Co.,  predicts  the  total 
nTiet  market — including  software, 
dware,  and  services — will  hit  $4.2 

on  by  1997. 

iXT  WAVE 

s  unstoppable: 
'he  future  of 
i  mputing  is  defined 
!  the  Net" 

i  :  E.  SCHMIDT 
)  I  MICROSYSTEMS 


CYBER  SOMMELIERS 

Software  makes  it  possible  to  keep 
track  of  customers'  preferences 

PETER  GRANOFF  AND  ROBERT  OLSON 
VIRTUAL  VINEYARDS 

But  the  strategic  shift — and  opportunity — that  the  Internet 
r'epr-esents  is  far  mor-e  important  than  the  shorl-ter-m  r-eve- 
nues.  The  big  names  such  as  IBM,  DEC,  Apple,  Sun,  and  Micr-o- 
soft  ar'e  all  building  Net-center-ed  str'ategies — not  because 
they  want  to  fight  over-  a  few  billion  dollar-s,  but  because  they 
need  to  stake  out  their  futures  in  the  $300  billion  computer 
business.  "We  believe  this  is  a  very  significant  business  for 
Digital,"  says  Rose  Ann  Giordano,  vice-pr'esident  of  dec's 
Inter-net  business  gToup.  "And  I'm  not  just  talking  about 
tens  of  miUions  of  dollar's  a  year-.  For-  now,  the  Inter-net  is  the 
Infor-mation  Superhighway." 

At  IBM,  every  computer-  line,  fi-om  PCs  to  mainfi-ames,  is  be- 
ing r-eadied  to  cr-eate  infor-mation  for-  viewing  over-  the  Web. 
Plus,  Big  Blue  is  counting  on  the  Net  as  the  basis  of  a  new- 
class  of  "networ-ked"  applications.  In  theory,  they'll  help  reen- 
gineer  entir-e  business  pr-ocesses.  One  example:  a  corpor-ate  pur- 
chasing system,  developed  jointly  vdth  Cooper-s  &  Lybrand, 
that  will  automatically  r-oute  electr-onic  order-s  within  a  compa- 
ny and  make  sur-e  they  go  to  the  ap]3r-opriate  manager-s  for-  ap- 
pr-oval,  then  directly  into  the  right  supplier-'s  computer-. 
RISING  SUN.  Like  other-  computer-  maker-s,  IBM  sees  its  r-ole  as 
helping  customer-s  cr-eate  new  systems  for  the  Net  or  at 
least  forge  Net  connections.  "Ther-e"s  no  question  that  we 
want  to  put  mor-e  focus  on  enabling  people  to  put  then-  ser-vic- 
es  on  the  Inter-net,"  says  Fer-nand  B.  Sarrat,  general  manag- 
er of  the  Networ-ked  Application  Ser-vices  Div.  His  lieutenant 
in  the  Net  business,  John  R.  Patrick,  vice-pr-esident  of  Inter-- 
net  Applications,  says  the  business  of  helping  customers  cre- 
ate Web  sites  is  booming.  "We're  sokl  out,"  he  says.  "We  can't 
keep  up  with  demand." 

For-  Sun,  the  Interiiet  is  a  golden  opportunity.  It  has  al- 
ready supplied  about  56%  of  the  Inter-net's  server's.  Just 
maintaining  that  share  of  the  sei-ver-  mar-ket  would  be  a 
huge  business.  But  the  company  is  attaekiiii!  the  liiter-net  on 
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sevei'al  other  fronts,  including  a  prototj'pe  of  an  "interactive" 
Web  browser  that  not  only  can  jump  from  one  page  to  an- 
other but  also  can  launch  small  programs  knowm  as  "applets." 
Such  a  setup  would  make  it  possible  for  two  people  in  differ- 
ent locations  to  collab- 
orate on  a  design  proj- 
ect, for  example. 
The  major  empha- 
sis, however,  is  on  helping  customers  use  the  net  for  electron- 
ic commerce.  "Think  about  how  the  postal  system  opened  up 
commerce  and  how  that  profoundly  changed  business,"  says 
William  J.  Raduchel,  \ice-presi'l'  at  for  corporate  planning  and 
development.  "The  same  th'.ig  is  going  to  happen  with  the 
Internet."  A  big  hang-i  p  companies  have  about  electronic 
commerce  is  network  security,  so  Sun  is  working  on  a  scheme 
to  keep  financial  transactions  secret  on  the  Net.  And,  if  its 
software  for  interactive  Web  browsing  works  as  planned, 
Sun  says  its  customers  will  be  able  to  create  rv'-hke  home 
"pages"  on  the  net.  Embedded  programs  would  be  able  to  dis- 
play \ndeo  clips  or  other  kinds  of  "live"  action  to  lure  consum- 
ers. "Is  this  going  to  sell  a  lot  more  Suns?"  asks  Schmidt. 
"Absolutely.  It's  a  no-brainer." 

Another  no-brainer:  Software  makers  must  adapt  to  the 
Web.  Within  a  year  or  two,  indtistiy  executives  predict,  most 
PC  packages — word-processing  progi-ams,  spreadsheets,  and 
operating  systems — will  be  able  to  w^ork  across  the  Web.  Lotus 
Notes,  the  leading  "groupware"  package  for  sharing  information 
across  large  enterprises,  is  being  made  Web-compatible,  for  ex- 
ample. "The  Web  browser  will  quickly  become  a  universal 
portal"  into  all  infonnation  systems,  says  Jeff  Crowe,  president 
of  Edif\-  Corp.,  wiiich  sells  an  "agent"  program  that  can  be  pro- 
grammed to  gather  data  from  any  kind  of  existing  computer 
and  deliver  it  \ia  fax.  E-mail,  phone,  or,  soon,  the  Web. 
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Xerox  Corp.'s  software  aiTn,  XSoft,  is  working  with  No\ 
and  others  on  a  scheme  called  Document  Enabled  Netwo: 
ing.  Using  it,  a  Xerox  machine  at  your  local  copy  shop,  for 
stance,  could  pull  a  document — a  technical  paper,  say — fri 
anywhere  on  the  Web  and  print  as  many  copies  as  you  wo' 
like — for  a  fee  the  document's  owner  has  established. 

The  Net  wiH  almost  certainly  change  how  software  gets  s 
and  delivered.  Instead  of  shipping  floppy  disks  or  cd-ro: 
software  companies  will  be  able  to  advertise,  take  orders 
pajTnents,  ship  code,  and  deliver  technical  support  directly 
customers'  computers  over  the  Internet.  That's  w-hat  McA 
Associates,  a  supplier  of  anti\irus  software,  and  CyberSou 
Coi-]D.,  a  software  distributor,  are  ah-eady  doing. 
CHEAP  CHAT.  Computer  makers  who  don't  get  hip  to 
Net  risk  being  left  behind — as  many  were  during  the 
boom.  For  starters,  no  single  maker  of  computers  or  softw; 
has  the  research  and  development  budget  to  match  the  ft 
ous  rate  of  innovation  that  is  now*  taking  place  on  the  Int 
net.  And  once  security  issues  are  resolved,  customers  wiU 
to  move  internal  infonnation  systems  onto  Internet 
forms.  The  economics  will  be  too  compelling  to  ignore:  E 
after  customers  start  pa\ing  for  actual  usage  rather  tl 
fiat  fees  (box),  it  will  be  fai-  cheaper  to  communicate  o 
Internet  than  \ia  any  private  network.  That's  because  the 
aggregates  traffic  from  so  many  usei-s  that  it  qualifies  for 
low^est  possible  phone  rates.  What's  more,  Internet  tra 
can  ride  over  \iitually  any  communications  technology — so 
Net  can  always  take  advantage  of  the  cheapest  links  availal 

While  leveraging  the  Internet  may  be  essential  to  a  c( 
puter  maker's  survival,  it  isn't  just  a  defensive  pla\^  As 
Internet  evolves,  it's  likely  to  take  over  your  telephone,  y 
fax  machine,  and  maybe  even  your  TV  and  stereo,  too.  Si 
the  Infonnation  Superhighway  is  supposed  to  meld  all  th 
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WHITHER  THE  NET.  WHEN  IT'S  PAY-AS-YOU-GO? 


As  the  Internet  grows  into  a  huge  information  machine, 
it  is  outgrowing  one  of  its  most  cherished  and  long- 
standing traditions:  unlimited  usage  for  a  flat  fee.  The 
transition  to  a  new  kind  of  pricing — based  on  the  quantity 
and  quality  of  service  that  a  user  receives — is  inevitable, 
most  economists  and  engineers  say.  But  it  will  be  wTench- 
ing,  both  in  terms  of  the  psychic  disruption  visited  on  long- 
time Intemauts  and  the  expense  of  accounting  and  billing 
systems. 

What  happens  to  the  Net  when  the  free  ride  ends?  Univer- 
sity and  coiporate  Net  surfers  prize  the  intellectual  freedom 
to  explore  Internet  resources  and 
expeiiment  with  new  services 
without  w'orning  about  a  ticking 
meter.  'We  may  end  up  killing 
the  most  \ital  part  of  the  Inter- 
net— the  environment  for  the  fo- 
ment of  new  ideas  and  applica- 
tions," says  Stephen  E.  Deering, 
a  computer  scientist  at  Xerox 
Coqx's  Palo  Alto  Research  Center. 
Deering,  an  advocate  of  flat  fees, 
helped  develop  software  for  one  of 
the  services  that  could  be  costly 
under  usage-based  pricing:  MBone, 
a  means  of  sending  video  over  the 
Internet  to  many  locations  simul- 
taneously. MBone  soaks  up  gobs  of 
telecommunications  "bandwidth." 


A  Neighborly  Debate  over 
the  Soul  of  the  Internet 

Two  computer  gurus  working  side  by  side  at  Xerox's 
Palo  Alto  Research  Center  lead  opposing  factions  in 
the  debate  over  pricing  the  Internet 


STEPHEN  E.  DEERING 

'4 As  soon  as  you  start 
charging  for  usage,  peo- 
ple are  going  to  be  afraid 
to  get  onto  the  Net.  and 
accounting  and  billing 
would  be  horrendous" 


While  most  big  companies  and  universities  still 
fee  to  an  Internet  access  provider — roughly  SIS.OOC 
month  for  a  1.5  megabit-per-second  connection— the 
has  already  begun  to  tick  for  miany  consumers.  The 
growing  type  of  hnk  is  lower-speed  dial-up.  Perfon 
Systems  International  Inc.,  for  example,  charges 
month  for  nine  free  hours  at  14.4  kilobits  per  secor 
81.50  an  hour  thereafter. 

Flat-rate  pricing  worked  just  fine  in  the  days  wh 
Internet  was  a  club  of  like-minded  techies  who  heec 
other's  friendly  warnings  not  to  take  advantage.  Bu 
■HWMBMHMHMHn  honor  system  can  no  lo 

depended  upon  for  a  n( 
that  is  bigger,  more  im 
al,  and  rife  with  busine 
who  gladly  exploit  the 
priced  resource  to  the 
an  economist,  I  look  at 
and  say,  'How  can  that 
work?' "  says  Hal  R.  V; 
University  of  Michigan 
ics  professor.  Varian  hg 
investigating  Internet 
options  with  other  rese 
including  Xerox  PARC  c 
scientist  Scott  Shenker 
ponent  of  usage-based 
and  an  office  neighbor 
rate  advocate  Deering. 


scon  SHENKER 

'^Without  some  form  of 
usage-ba.sed  pricing,  peo- 
ple will  never  restrain  their 
usage  of  the  Internet.  Wie 
can  design  it  to  avoid  bur- 
densome overhead" 
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ents  can  share  documents, 
averse,  and  explore  the 
b  together 


i  SHAPIRO 
UE 

lologies  into  a  torrential  digital  stream,  too. 
while  the  I-way  remains  a  work  in  progi-ess, 
[ntemet  offers  a  solid  test-bed  for  advanced 
nunications.  Cornell  University  researchers, 
xample,  have  come  up  with  softwai'e,  called  ru- 
le, that  transmits  live  video  images  between 
top  computers — at  the  stuttering  rate  of  five 
es  per  second.  "The  Internet  will  become  the 
a  for  meeting,  interaction,  and  conferencing  of 
nds,"  says  Ehud  Shapii-o,  president  of  Internet 
up  Ubique. 

Dique,  based  in  Israel  and  San  Francisco,  has 
loped  software  that  mixes  text,  photos,  draw- 
and  even  VocalTec's  digitized  phone  conversa- 
to  create  "viitual  places"  on  the  Web.  The  idea 
help  business  people  and  others  meet  in  a  simulated 
where  they  can  share  documents,  exchange  typewritten 
spoken  comments,  and  explore  the  rest  of  the  Web 
:her — with  no  time  delay.  To  show  off  this  concept, 
ue  plans  a  virtual  trade  show  where  online  attendees  will 
3le  to  drop  in  at  simulated  booths,  collect  brochures, 


new  Internet  services  such  as  phone  calling  and 
MBone  are  hastening  the  day  when  usage-based 
11  be  required.  It's  not  just  that  they  consume  lots 
ith.  Phone  calls  and  videoconferences  have  to  be 
ial  time" — they  can't  tolerate  intermittent  delays 
.-mail  or  other  ordinary  data  can.  To  keep  real-time 
om  being  knocked  out  by  network  congestion, 
perators  will  have  to  either  spend  heavily  to  add 
mts  of  capacity,  or  give  voice  and  video  priority 
mtional  data.  In  either  case,  voice  and  video  will 
ng  subsidized  by  users  of  conventional  services 
mail — unless  they  pay  extra  for  special  treatment. 
»  OLD  DAYS."  A  thorough  form  of  usage-based  pric- 
force  the  Inteniet  to  take  on  many  of  the  trappings 
company.  Automatic  routers  would  need  to  track 
the  source  and  destination  of  every  piece  of  voice, 
ata.  Then  that  information  would  have  to  be  passed 
imputers  that  would  prepare  itemized  bills.  If  that 
le,  "Some  people  are  going  to  think  vristfully  about 
Id  days,"  says  George  H.  Heilmeier,  president  of 
tie  research  arm  of  the  Baby  Bells, 
•ox  PARC's  Shenker  says  there  are  cheaper-,  sim- 
to  keep  services  such  as  the  MBone  from  screwing 
ernet.  For  instance,  Internet  provider-s  could  i-e- 
)mers  to  pay  extra  for  the  I'ight  to  transmit,  say, 
video  per  month.  How  that  would  be  monitored 
n:  "People  are  in  a  denial  phase  because  nobody 
f  to  do  this,"  says  Michigan's  Var-ian.  But  if  a  so- 
worked  out  soon,  he  says,  Internet  providers 
to  unclog  traffic  jams  by  dr-aconian  measures — 
rring  high-bandwidth  services.  And  that  would 
yone  unhappy. 

By  Peter  Coy  in  New  York 


and  even  have  private  conversations  with  engineers  there. 

Such  innovations  are  aniving  at  warp  speed.  Says  Mi- 
chael Goulde,  senior  consultant  at  Patricia  Seybold  Group,  a 
software  consulting  frr-m:  "New  stuff  is  happening  so  fast 
it's  almost  impossible  to  keep  up." 

Lofty  expectations  are  sending  valuations  of  companies 
with  pi-omising  Web  technology  into  the  str-atosphere.  Last 
fall,  America  Online  paid  $30  million  for  BookLink  Technolo- 
gies, which  makes  Web-br-owsing  softwar-e — even  though  the 
company  had  yet  to  ship  a  finished  product.  On  Mar.  13, 
CompuServe  Inc.,  an  aol  rival  owned  by  h&r  Block  Inc., 
shelled  out  $100  million  in  cash  and  stock  for  Seattle's  Spr-y 
Inc.,  a  BookLink  competitor  whose  market  shar-e  is  estimat- 
ed at  less  than  10%.  "I'm  amazed  that  they'd  pay  that  much," 
says  Michael  D.  Hanigan,  vice-pr-esident  and  general  manag- 
er of  the  Inter-net  Div.  at  Networ-k  Computing  Devices  Inc., 
which  itself  has  just  brought  out  its  own  browser-,  called 
Mariner.  "It  just  shows  that  the  Inter-net  mar-ket  is  r-ed-hot." 

One  thing  that  would  cool  it  quickly  is  a  tur-ned-off  public. 
And  that's  a  r-eal  risk  if  it  becomes  too  hai-d  to  find  usefiil  plac- 
es to  visit  on  the  Net.  InfoSeek,  a  startup  in  Santa  Clar-a,  Cal- 
if., is  one  of  sever-al  companies  taclding  this  pr-oblem.  It  has  set 
up  a  ser-ver  that  maintains  a  subject  and  keywor-d  index  of  all 
Web  documents  and  a  variety  of  other  infor-mation  sour-ces 
from  the  Inter-net  and  news  wir-es.  Customers  can  r-un  sear-ch- 
es  of  the  index,  via  the  Web  itself,  as  many  as  100  times  a 
month  for  a  $9.95  monthly  subscription  fee.  The  system  ac- 
cepts "natur-al  language"  queries  such  as  "What  is  the  latest 
news  about  Afghanistan?"  so  no  progr-amming  is  r-equired. 

Just  as  important  as  finding  infor-mation  is  dishing  it  out — 
a  job  for  Web  ser-ver-  software.  While  companies  such  as  Sun, 
Silicon  Graphics,  and  Netscape  Communications  ar-e  helping- 
businesses  cr-eate  coloi-ful  Web  pages  on  server-s,  it  may  take 
more  to  keep  consumers  coming  back  again  and  again,  says 
Robert  A.  Olson,  co-founder  and  pr-esident  of  Virtual  Vineyar-d 
Inc.  in  Los  Altos,  Calif.  Olson  has  written  software  that  at- 
tempts to  r-ecreate  the  trusting  relationships  customers  might 
develop  with  the  knowledgeable  owner  of  their  local  wine 
store.  His  system  r-ecords  and  analyzes  data  about  each  cus- 
tomei-'s  visit  to  the  ser-ver  It  tr-acks  what  each  per-son  looks  at, 
his  or  her  pur-chases,  and  so  forth.  Then,  the  next  time  that 
person  visits,  the  machine  can  use  that  data  to  make  appropri- 
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ate   recommendations   and    customized    special  offers. 

Olson's  Web  server  lets  people  compare  their  wine  pal- 
ates— using  numerical  scales  for  such  criteria  as  finiitiness  and 
bouquet — with  that  of  the  outfit's  trained  sommelier  and  co- 
founder.  Peter  Gran- 
off.  When  there's  a 
special  offer  to  pro- 
mote,  the  server  can 
automatically  send  personalized  E-mail  to  a  selected  list  of 
customers,  all  signed  "corkdork,"  which  is  Granoffs  Internet 
I.  D.  Olson  says  he  plans  to  license  his  sei-ver  softwai'e  to  pur- 
veyors of  other  high-end  "lifestyle"  products. 


SpeGial  Report 


In  the  Internet  era,  it  will  be  just  such  services  that  I 
the  masses  online — and  the  computer  makers  hopping. 
Internet  thing  is  going  to  make  the  PC  industiy  in  1982 
like  a  casual  walk  down  a  country  lane.  It's  just  g 
whoosh,"  says  Charles  Ferguson.  He'd  better  hope  he's  ri 
A  former  Massachusetts  Institute  of  Technology  resear 
and  computer-industiy  pundit,  Ferguson  recently  co-four 
Vermeer  Technologies  Inc.  in  Cambridge  to  develop 
ware  for  infonnation  sei-vices  on  the  Web.  If  the  Net  can 
up  to  its  vast  potential,  his  dream  could  come  ti-ue. 

By  John  W.  Verity  in  New  York,  with  Roheri  D.  He 
Sati  Francisco  and  bureau  reports 


YOU'RE  RUNNING  OUT  OF  EXCUSES 
FOR  NOT  GEniNG  ON  THE  NET 


year  ago,  most 
of  the  people 
who  wei'e  on 
the  Net  had 
to  settle  for 
a  rickety 
telephone 
connection 
that  reduced 
their  personal 
computers  to  little 
more  than  "dumb"  terminals.  You 
could  log  into  someone  else's  comput- 
er, send  E-mail,  read  text  files— and 
not  much  more. 

An  explosion  of  new  software  has 
changed  all  tliat,  putting  the  vibrant 
gi-aphics  and  point -and-click  file  trans- 
fer of  a  full-fledged  Internet  connec- 
tion within  reach  of  anyone  with  a 
modem  and  a  mouse. 
SURFING  IN  SYRUP.  By  far  the  easiest 
route  to  the  Internet  experience  is 
through  Prodigy,  the  first  of  the  Big 
Three  commercial  online  services  to 
offer  Internet  access  that  includes 
the  ability  to  prowl  the  Wc^rld  Wide 
Web.  With  a  click  of  your  mouse,  you 
can  jump  from  the  regular  Prodigy 
service  to  the  Web.  Time  spent  on 
the  Web  is  priced  as  part  of  Prodi- 
gy's basic  service.  One  drawback  to 
Prodigy  is  that  it  is  limited  to  14,400 
bit-per-second  (bps)  service  and  9,600 
bps  in  many  areas  of  the  country. 
This  can  make  Net  surfing  seem 
more  like  Net  slogging,  especially  if 
you  visit  graphics-heavy  sites  on  the 
Web.  Like  other  online  services. 
Prodigy  is  planning  to  offer  28,800 
bit-per-second  service,  as  well  as  In- 
tegi'ated  Services  Digital  Network 
(ISDN)  access  at  up  to  128,000  bps, 
but  these  upgrades  are  months  off, 
at  least. 

Prodigy  Services  Co.'s  lead  among 
the  online  providers  won't  last  long. 
America  Online  Inc. — which  carries 
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an  electronic  version  of  business 
WEEK — is  cuiTently  testing  a  Web 
browser  that  it  expects  to  offer  to 
subscribers  later  this  spring.  Compu- 
Serve Inc.,  which  has  been  the  lag- 
gard, jumped  into  the  Web  with  the 
Mar.  14  accjuisition  of  Spry  Inc.,  mak- 
er of  Internet  in  a  Box  access  soft- 
ware. Subscribers  will  be  able  to 
reach  the  Web  through  CompuServe's 
private  network,  but  initially  at  least, 
they  will  have  to  make  a  separate 
telephone  call  instead  of  just  clicking 
on  an  icon  in  CompuSei've's  reg-ular 
service. 

If  you  want  Internet  access  without 


Three  Routes 
To  The  Internet 


SERVICE  PROVIDER 

COST 

OFFERINGS 

PRODIGY 
SERVICES  CO. 

800  776-3349 

$9.95  per  month, 
$2.95  per  hour 
over  5 

Dial-up  online  service 
features  full  Internet 
access,  mcluding 
a  Web  browser 

NETCOM  ON-LINE 

COMMUNICATIONS 

SERVICES 

408  983-5950 

$25  setup, 
$19.95  per 
month,  $2  per 
hour  over  40 

Custom  software 
provides  access  to 
major  Net  features, 
including  browser 

INTERRAMP  PER- 
FORMANCE SYSTEMS 
INTERNATIONAL 

800  827-7482 

$9  setup,  $9 
per  month,  $1.50 
per  hour  over  5 

Full  dial-up 
connection  to 
the  Internet 

DATA:  COMPANIES 

all  the  trappings  of  a  commeix-ial  on- 
line service,  you  can  get  more  hours 
for  less  money.  The  software  for  Net- 
com Inc.'s  NetCiuiser  is  about  as  easy 
to  install  as  that  for  any  online  ser- 
vice, and  while  some  functions  are  a 
bit  clunky,  it  provides  a  full  range  of 
Internet  access.  Twenty  hours  a 
month  online  will  cost  $19.95  on  Net- 


com, vs.  $54.20  on  CompuServe. 

With  either  Netcom  or  the  Big 
Three  online  services,  you  have  to 
use  their  software.  If  you  want  to 
choose  your  Net  tools  from  the 
plethora  of  commercial,  shareware, 
and  freeware  programs  available, 
such  as  Netscape,  you  need  what's 
called  a  dial-up  slip  or  ppp  connec 
tion  that  turns  your  PC  into  a  temj 
rary  part  of  the  Internet  itself. 
Easy-to-set-up  software  and  servic 
packages  are  offered  nationally  by 
pi'oviders  such  as  Performance  Sys 
terns  International  Inc.  and  uunet 
and  by  a  host  of  local  and  regional 
^^^^^Hi^HHi  providers.  These 
companies  will  pt 
vide  you  with  th- 
software  you  nee 
to  get  started,  si 
as  Internet  in  a 
Box  or  NetManai 
Inc.'s  Internet  CI 
meleon,  along  wi' 
technical  support 
As  the  comput 
business  regi'oup: 
around  the  Net, 
Internet  access  is 
becoming  a  stan 
dard  feature,  ibm 
OS/2  Warp  opera 
ing  system  offers 
built-in  connectio 
through  IBM's  Ad 
vantis  network, 
while  Microsoft 
Corp.'s  forthcomi 
Windows  95  will  provide  a  serwice 
through  the  new  Microsoft  Networ 
And  just  about  any  modem-equipp* 
PC  that  can  ran  Windows  oi-  any  M 
intosh  offers  all  the  horsepower  yo 
need  for  Net  browsing.  It  has  nev€ 
been  easier. 

By  Stephen  H.  Wildsti 
in  Washingo 
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EDITED  BY  AMY  OUNKiN 


THE  SIREN  SONG  OF 
CALIFORNIA'S  ROUTE  1 


We  packed  our  bath- 
ing suits  and  liiking 
boots.  We  brought 
plenty  of  sunscreen,  and  even 
rented  a  red  convertible  for 
our  diive  up  California  1,  the 
tortuous,  two-lane  road  that 
snakes  between  jagged  moun- 
tains and  crashing  surf  along 
the  midsection  of  the  coast. 
We  had  heard  about  the  un- 
usually warm  weather  in  re- 
cent weeks  and  were  looking 
foi-ward  to  glorious  days  and 
dramatic  sunsets.  As  it  hai> 
pened,  we  ran  smack 
into  one  of  the  worst 
\^        storms  to  bash  the 
area  this  century. 
Next    time,  we'll 


wait  unlil  winter  ends.  Rath- 
er than  suffer  washed-out 
roads  and  hotel  rooms  with 
no  power,  we'll  more  likely 
be  treated  to  spectacular 
views,  wildflowers,  and  calm 
weather.  In  late  spring  and 
summer,  at  least,  the  adage 
that  it  never  rains  in  Califor- 
nia is  almost  always  tine. 

Spring  is  the  best  time  to 
go.  The  skies  will  be  dry,  and 
the  coast  road  will  be  rela- 
tively free  of  traffic;  most 
people  making  the  450-mile 
trip  between  Los  Angeles 
and  San  Francisco  zoom  up 
the  inland  freeways.  In  sum- 
mer. Route  1  is  a  more  well- 
worn  path.  Even  then,  it  re- 


mains a  visual  and  sfi;; 
treat,   passing  winds-; 
rocky  shores,  aromatic  - 
wood  groves,  and  tiai, 
coves  named  by  Spanish 
plorer  Caspar  de  Portul: 
VOLCANIC    PEAKS.  It 
Portola  months  to  cnnn 
his  trip  up  the  coast.  \'nK 
do  it  in  a  weekend  or  a  ^■t 
A  good  starting  point 
Luis  Obispo.  200  miles  iit 
west  of  Los  Angeles.  (_)  * 
dusty  cowtown,  it  has  ,u)v 
into  a  thriving  coUegt-  )! 
munity  brimming  witli  it 
and  bookstores.  It  als(  h 
plenty  of  what  passes  t'(  v 
cient  history  in  Calihn. 
Begin  a  short  walk  :rt 


ion,  built  in  1772,  where 
y  summer  the  locals  host 
)zart  festival.  Across  the 
i  are  old  Western-style 
lings,  including  the  Sin- 
ner Brothers  department 
i,  with  its  fine  cast-iron 
le,  built  in  1874.  If  you 
ie  to  put  up  for  the 
t,  stay  at  the  Madonna 
with  its  eclectic  rooms 
$87  to  $210  (800  543- 
).  Some  featui-e  cave-like 
rooms  with  waterfalls, 
rem  San  Luis,  head 
iwest  along  a  pi-etty  val- 
)unctuated  by  nine  small 
inic  peaks,  the  last  of 
'h,  Morro  Rock,,  juts  into 
ocean.  Despite  its  ticky- 


■  The  Post  Ranch  Inn 
(right)  at  Big  Sur:  Nature 
walks  and  yoga  classes 

tacky  wharf,  Morro  Bay 
boasts  one  of  the  few  remain- 
ing estuaries  on  the  coast. 
We  took  advantage  of  our 
only  sunny  day  to  spend  the 
morning  in  Moiro  Bay  State 
Park,  where  each  year  hun- 
dreds of  great  blue  herons 
nest  in  a  eucalyptus  gi'ove. 

In  summer,  "clam  taxis" 
ferry  visitors  acr-oss  the  bay 
to  a  sand  spit  to  dig  for  large 
pismo  clams.  Hikers  should 
check  out  the  8,000-acre  Mon- 
tana de  Oro  State  Park  a  few 
miles  south,  where  poppies 
bloom  in  April  and  May. 
Nearby  Los  Osos  Park  fea- 
tures 85  acres  of  sand  dunes 
and  dwarf  oak  trees. 

Route  1  tracks  northward 
from  Morro 
flVl*^  Bay.  You'll 
see  Cayucos, 
which  looks  like  a  Mediter- 
ranean village  from  a  dis- 
tance, nestled  along  a  hilly 
bay.  Before  reacliing  the  San- 
ta Lucia  mountains,  you  may 
want  to  detoiu-  east  on  Route 
46  to  one  of  several  local  win- 
eries. Back  on  the  coast  I'oad, 
make  sure  not  to  iush  past 
Cambria,  a  former  whaling 
town  tucked  into  a  valley 
shaded  by  Monterey  pines. 

From  Moonstone  Beach 
just  outside  of  town,  it's  a  10- 
minute  drive  to  San  Simeon, 
an  almost  obligatory 
stop.  Built  from  1919 
to  1947  by  publishing 
tycoon  William  Ran- 
dolph Hearst,  the  o]3u- 
lent  castle  strikes 
some  as  beautiful,  oth- 
ers as  gaudy  and  ex- 
cessive. Either  way, 
it's  fascinating.  The 
Moorish  100-room  cas- 
tle is  jammed  with 
rare  antiques.  Persian 
rugs  in  one  baronial 
room  give  way  tn 
Egyptian  sculpture  in 
the  garden  and  Greek 
and  Roman  statues 
around  an  immense 
pool.  Expansive  views 
of  the  hills  and  ocean 
spread  out  in  all  direc- 
tions. The  two-hour 


tour  costs  $14.  lioiik  in  at 
vance  (800  444-4445). 

A  few  miles  north,  the 
road  enters  a  stunning  and 
isolated  landscape,  never 
straying  more  than  a  few 
hundred  yards  from  the  cliffs 
and  crashing  surf  below.  Pay 
close  attention  to  the  fre- 
quent hairpin  turns  as  the 
road  threads  through  deep 
canyons.  And  always  keep  an 
eye  out  for  falling  rocks. 

Unfortunately,  in  our  case, 
we  were  dodging  small  mud- 
slides. But  we  were  rewai-ded 
with  mist-shrouded  vistas  of 
gi-een  slopes  dotted  with  cat- 
tle, rocky  outcrops,  and  oak 
and  redwood  clusters.  In  nic- 
er weather,  you  may  pull 
over  at  the  many  vista  points 
to  scout  out  sea  ottei-s.  Make 
sure  you  tackle  this  75-mile 
stretch  in  plenty  of  daylight. 
It's  by  far  the  most  spectacu- 
lar— and  giit-wrenching. 


The  highlight  of  nur  trip 
came  farther  up  the  road  at 
The  Post  Ranch  Inn  in  Big 
Sur  (408  667-2200).  Secluded 
and  closely  attuned  to  its  nat- 
ural setting,  the  inn  featui'es 
30  private  units  cleverly 
blended  into  a  hilly  ridge 
1,200  feet  above  the  surf.  We 
stayed  in  a  treehouse, 
wedged  among  ancient  oaks. 
Modern,  angular,  and  looking 
like  a  spacecraft  on  stilts,  our 
little  hideaway  swayed  and 
shuddered  at  the  height  of 
the  storm  but  kept  us  waiTn 
and  diy. 

HIKER'S  HEAVEN.  In  more 
placid  weather,  guests  can 
take  a  nature  walk  through 
the  resort's  98  acres  of 
woods  and  meadows  or  wake 
up  with  a  yoga  class  on  a 
platform  overlooking  the 
ocean.  For  more  energetic 
souls.  Big  Sui'  offers  exten- 
sive hiking  trails.  Room 
rates  range  from  $265  to 
$525  per  night  with  break- 
fast. A  sumptuous  dinner  at 
the  inn's  Sierra  Mar  restau- 
rant costs  $55  per  person, 
not  including  wine. 

We  had  hoped  to  see  Car- 
mel  and  Monterey,  but  the 
storm  blocked  our  path.  On 
our  next  trip  to  San  Francis- 
co, we'll  make  an  easy  side 
trip  to  Point  Lobos,  where  sea 
lions  bask  in  great  numbers. 
Next  time,  too,  we'll  visit  the 
Monterey  aquarium  and  Can- 
neiy  Row,  famous  from  the 
novels  of  .John  Steinbeck.  Wlio 
knows,  maybe  we'll  even  get 
to  put  down  the  convertible 
top.  Rick  Schine 

M  Hearst's  San  Simeon:  100 
rooyns  cranimed  with  art 
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BEACHES  A\D  LINKS  THAT 
CATER  TO  YOIR  WALLET 


r 


Perhaps  life  is  a 
beach,  as  the  bumper 
sticker  claims.  But 
enjoying  the  coast 

can  be  costly.  From  finding 
the  right  accommodations  to 
golfing  and  amusements  for 
the  kids,  expenses  for  a  sea- 
side vacation  can 
mount  quickly. 

That's  what 
makes  the  Brans- 
wick  Islands 
along  North  Car- 
olina's south- 
ernmost shoi-e 
such  a  treasure. 
Xestled  between 
tony  Cape  Hatt> 
ras  to  the  norti 
and  bustlin'j 
M\Ttle  Beach  to 
the  south  is  a  .50- 
mile  necklace  of 
lovely  banier-isle 

beaches.  The  liv-   

ing  is  easy.  The  golf  coiu'ses 
are  spectacular.  And  there's 
plenty  for  the  kids  without 
the  schlock  that  has  over- 
whelmed many  Atlantic 
beaches.  The  area  remains 
steadfast  to  its  motto:  "Lei- 
sm-e  with  dig-nity." 

But  here's  the  best  part: 


■  AVf  rt':i,dt. 

fun  icithout 


They're  practically  giving  it 
away.  From  the  SlJOO-a- 
week  beach  mansions  on  Bald 
Head  Island  and  Caswell 
Beach  to  the  SToO-a-week 
fishing  cottages  along  Hold- 
en  Beach,  rents  nm  a  third 
to  half  of  the  price  of  similar 
accommodations  on  the  Outer 
Banks.  And  everything,  it 
seems,  is  reason- 
ably priced,  from 
fresh  seafood  to 
miniature  golf 
and  water  shdes. 

Quality  doesn't 
suffer,  either.  The 
small  commu- 
nities clustered 
on  the  five  bani- 
er  islands  be- 
tween Southport, 
N.C.,  and  Cala- 
bash on  the 
North-South  Cai- 
olina  border  sim- 
ply offer  a  quiet- 
er  alternative 
with  an  authentic  Southern 
accent.  Unlike  most  of  the 
Atlantic  shoreline,  the  beach- 
es here  face  south,  cutting 
dowii  on  treacherous  ciuTents 
and  providing  a  flatter,  more 
gi'adual  incline  into  the  sea. 
The  result  is  a  safe,  fun 
ocean  beach  for  children,  plus 


■  Seuvide 
sell  lock 


-   V       ~  for 

surters. 

Golfers?  Behold  paradise. 
On  the  mainland,  the  area 
boasts  a  half-dozen  links  from 
the  "test  course"  lists  of  lead- 
ing golf  magazines.  Tiy  The 
Gauntlet  at  St.  James  Planta- 
tion near  Southport.  with  its 
tight,  wooded 
faii'ways  and  ex- 
pansive marshes.  Or  Lion's 
Paw  Golf  Links,  near  Cala- 
bash, an  open,  undulating 
swath  of  deep  green  faii'ways 
diabolically  laden  with  water 
and  sand  traps.  The  Rees 
Jones  course  at  Sea  Trail 
Plantation  is  reminiscent  of 
the  Itixuiious  cotu-ses  at  Hil- 
ton Head.  After  a  match, 
take  a  drive  neai'by  through 
mossy  oaks  across  a  pontoon 
bridge  to  Sunset  Beach, 
where  you  can  explore  the 
sea-turtle  sanctuaiy. 

Invariably,  the  courses  are 
pretty,  well-kept,  and  un- 
crowded.  though  you'll  have 
to    call    ahead  to 
schedule  tee  times. 
With  many 
coui-ses  tied  to 
leism-e-home 


uOne  attraction  at  Sum 
Beach:  A  tuHle  sanctua 

developments,  gi'eens  fees 
priced  to  attract  buy 
Check  newspapers  and 
estate  offices  for  discc 
coupons.  It  isn't  hai'd  to 
a  round  for  $25,  including 
riding  cait. 

The  restaurants  lean 
ward    "Calabash  cuisi 
which  means  batter-fr 
But  with  fresh  tuna  price 
$5.99  a  pound  and  shi 
harvested  out  of  the 
you  may  w^ant  to  broil 
fish  back  at  the  beach  he 
SAND  DOLLARS.  For 
trip,  take  the  feny  to 
Head  Island,  the  eastern] 
key  in  the  Bnmswick  cl 
A  private  island  where 
aren't  allowed.  Bald  Head 
wild  ponies,  a  restored 
house,  and  a  lovely 
cotu'se  of  its  own. 

The  seaport  town 
Southport,  establishec 
1792,  has  antique  shops 
guided  tours  of  its  ant( 


can  watch  fishermen  ur 
theii-  daily  catch.  But  mc 
you'll  find  yourself  hur 
for  sand  dollars  in  the 
or  loUygagging  in  the 
breezes  on  the  deck. 

The  South  Bi-unswicl 
lands  Chamber  of  Comn 
(910  754-6&44)  has;  infonn; 
The  nearest  sizeable  ai] 
is  in  Mntle  Beach.  All 
the  Bnuiswick  beaches  ol 
trip  you  and  youi'  wallet 
want  to  miss. 
Doug  Harbrecht 


^^^^ 


Sunset 
Beach 
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Century  Plaza 
Hotel  &  To\ver 

Los  A.ngeles 


Tlie\\^stin 
Hotel 


Joconferencing  ]  The  AT&T  Software  Defined  Data  Network  now  available  in  our  video- 


icing  rooms  allows  you  to  meet  face-to-face  with  viilually  anyone,  anywhere  in  the  world.  (And  you 


watching  television  made  you  Lv  productive.)  For  rcjervatuvhi  call  your  trawl  annuitant  iv  (800) -iOl-TIAIE. 


AT&T 


Westin 

Hotels    Resorts®  i 


Personal  Business 


-DA 


WHITE  WATER,  HIGH  CILTIRE 
-IT  MIST  BE  BLUE  HILL 


\ 


■33 


0 


X 


AT  LA  N  T  J  C 
0  C  E  A  N 


Portland 

J 


Outside  the 
coastal  village  of 
Blue  Hill,  Me.,  an 
old  stone  bridge 

divides  the  Atlantic- 
Ocean  from  the  Baga- 
duce  River.  As  a  teen- 
ager, I  used  to  step 
over  the  beam  span- 
ning the  bridge's  side, 
maneuver  onto  a  nar- 
row ledge,  and  dangle 
over  the  water  15  feet 
below.  When  I  let  go,  I 
took  a  ride  that's  un- 
forgettable.  A  roaring  tidal 
rip  I'unning  under  the  bridge 
sent  me  flying  over  hay- 
stacks —  the  big  swells 
formed  by  the  rapids — six 
feet  high. 

In  all,  there  are  five  re- 
versing tidal  rijjs  where  sea- 
water  meets  rapids  neai-  Blue 
Hill  (population:  1,900).  Des- 
pite its  nhscuiity  ill  the  trav- 


Greut 


(I  Hi!  fi'^l/  I  III/ 


I  Lobster  lollapalooza 


el  literature.  Blue  Hill  is  a 
gi-eat  escape  that  doesn't  at- 
tract the  crowds  of  many  of 
Maine's  other  resorts.  The 
town  doesn't  get 
the  recognition  of 
touristy  Bar  Harbor  or 
George  Bush's  summer  digs, 
Kennebunkport.  But  for 
some,  it  is  the  quintessential 
Maine  vacation  experience,  a 
combination  of  I'ecreation,  sol- 
itude, and  high  culture. 
RIP  SURF'S  UP.  Located  on  a 
peninsula  just  north  of  Pe- 
nobscot Bay,  Blue  Hill  lies 
near  Maine's  best  recreation- 
al jjlaygi'ound,  Acadia  Nation- 
al Park.  It  has  access  to  su- 
perb boating,  hiking, 
fishing — and  tidal-rip  sui-fing. 
In  summer,  the  town  be- 
comes a  cultural  center. 
Chamber  orchestras  and  folk 
musicians  perform  regxilarly, 
and  local  artists  sell  their 
wares  at  a  dozen  galleries. 

Once  a  shipbuilding  and 
mining  town.  Blue  Hill  has 


sayist  E.  B 


been  transformed  in  the  past 
30  years  into  a  popular  home 
for  artists  and  writers.  Es- 
White  hved  near- 
by, and  was  in- 
spired to  write 
Cliaiiotte\s  Web  by  the  annu- 
al Blue  Hill  Fair  held  in  Au- 
gust. Schools  of  music,  crafts, 
and  wooden-boat  building  at- 
tract creative-ininded  visitors. 

For  all  that,  this 
mral  community  is 
not  ideal  for  eve- 
ryone. Named  foi- 
a  mountain  covert-il 
with  blueberry 
fields  in  summer. 
Blue  Hill  has  only 
a  dozen  or  so  shops 
and  fewer  restau- 
rants and  inns. 
You'll  be  hard- 
pressed  to  find  a 
room  with  a 
telephone. 

Finding  your  way  to  Blue 
Hill  is  easy,  however.  It's 
noith  of  Bucksport,  about  15 


■  A  dozen  shops 
and  few  inns 


miles  off  Route  1,  the 
mary  route  up  the  coast 
about  45  miles  southeast 
Bangor  International  Aitir 
Those  so  inclined  can  an 
by  boat  and  anchor  in  I 
Hill  harbor.  For  places 
stay,  there's  the  Blue  Hill 
(207  374-2844),  located  i 
historic  building  and  kn( 
for  its  excellent  cuisine.  ' 
Blue  Hill  Farm  Country 
(207  374-5126),  a  bed-yi 
breakfast  on  48  acres,  hatl 
rooms  and  a  great  viev 
Blue    Hill  mount 
The  John  Peters 
(207  374-2116)  overl< 
the     harbor.  Pr 
range  from  $75  to  >: 
a  night  in  season. 

For  restaura 
don't  miss  the  I 
Bank  Cafe/Baken 
landmark  with  a  C( 
terculture  atmos])! 
and  performam fs 
folk  and  jazz  musici 
The  Firepond  is 
most  romantic,  wii 
rushing  stream  und^ 
neath.  Expect  to  sj 
$50  for  dinner  for 
Information  on 
certs,  art  exhibits, 
plays  is  available 
innkeepers  or  stc 
Classical  music  concerts 
offered  in  Kneisel  Hall,  w 
also  has  a  summer  schoo 
chamber  musicians  (207 
2811). 

Outdoor-  activity  is  str 
for  self-starters.  The 
places  to  i-ent  equipmen 
boats  are  in  nearby  EUsvv 
or  Mount  Deseit  Island,  ti 
dangei'ous  revei^sing  tidal  if 
offer  thrills  fm  h 
.idventurous  ca 
ist,    kayaker,  . 
swimmer.  Nuiii 
ous  lakes  are  o  f 
lent    for    In, a 
and  fishing, 
several  sallw 
coves  ai"e  acces 
to    small  bd 
Acadia,  aboutl 
minutes  away,) 
the  best  hikin  i 
the  state. 
E.B.  White  said  Maintd- 
a  "paradisiacal  quality." 
Blue  Hill  is  a  piece  of 
paradise.       Geoffrey  S| 
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I  could  never  get  him  hack. 


Woultl  never  want  to.  1  ah)ne 


1  ,  could  reformat  my  hoj>e.s  and 

He  ICit  mC  swimming 

dreams.  1  alone  must  match  wits^ 

in  a  stream  of  compression 

in  a  challenge  of  intellectual 

al2:ori 


computer  trivia  and  mettle.  S 
(-on([uer  The  (-omputer  Bol 


Somewhere  hetween  madness  aiid 


success  lies  The  Computer  Bowl. 


he  obsessive  passion  of  technology. 


Sponsor  The  C(»in]tu  tt-r  Bowl .  April  20.  Broadcast  on  "CoTiipiiter  Chronicles."  (^heck 
ur  local  PBS  listings  for  day  and  time.  Ten  industry  leaders   in  a  conlrst  oi  conipuling  and 
via  knowledge  to  henefit  The  ("ojnputer  Mnseiim,  Boston. 

Call  4  l.S-323-1909.  or  e-mail  welsh@t(  m  .org.       Presented  hy  A]jph>  Computer. 


'ONSORS  INCLUDE:  AMERICAN  AIRLINES,  AMERICA  ONLINE,  ASSOCIATION  FOR  COMPUTING  MACHINERY.  CIRRUS  LOGIC, 
(S  PARTNERS,  COMPUTERWORLD,  CUNNINGHAM  COMMUNICATION,  ELECTRONIC  CAFE  INTL..  INTEL  CORP..  KLEINER 
5RKINS  CAUFIELD  &  BYERS,  POWERSOFT  CORP.,  PRICE  WATERHOUSE,  PROGRESS  SOFTWARE.  SILICON  VALLEY  BANK, 
RATUS  COMPUTER,  UB  NETWORKS,  AND  VISIX  SOFTWARE.  ■ 


Ini  uiii|)iil  ami  i>ro(lii(  lion:  Wace  USA/Walker  Graphics 
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AXA  Group  has 
companies  in  :  Belgium, 
Canada,  France,  Germany 
Hong  Kong,  Italy, 
Japan,  Luxembourg, 
Malaysia,  Mexico, 
Netherlands,  Portugal, 
Singapore,  Spain, 
United  Kingdom,  United  States. 


As  one  of  the  world's  leading 
insurance  groups,  AXA  has 
responsibilities  not  only  to  its 
policyholders,  staff  and  share- 
holders but  also  to  the  communities 
and  environment  around  the  globe. 
This  year,  one  example  of  our 
commitment  is  the  support  of  a 
unique  event  which  brings  together 
over  200  disabled  and  able  bodied 
athletes  to  compete  in  a  13,000 
mile  bike  ride,  travelling  across  1  6 
countries. 

Throughout  the  ride,  competitors, 
spectators  and  our  staff  will  be 
encouraged  to  provide  help  and 
support  to  each  other.  So  that  as 
the  ride  reaches  its  finale  we  hope 
to  have  inspired  a  new  found 
confidence  amongst  all  those 
Involved. 

Which  is  precisely  what  we  mean 
when  we  say  "Go  ahead.  You  can 
rely  on  us". 

INSURANCE  &  INVESTMENT 
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The  following  list  contains  the  Internet  addresses  for 
advertisers  appearing  in  Business  Week,  and  is  provided  as 
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Hewlett  Packard 
http :  \  Xvvww,  dmo .  hp .  com \computing \main .  html 

IBM 

httpv^www.ibm.com 

Intel 
httpv/www.intel.conv' 

Prodigy 
freetrial@prodigy.com 

Silicon  Graphics 
http  ;/yvvww .  sgi .  com 

Sybase 
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Beyond  news.  Intelligence. 
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Lisiness  Week  Index 


)DUCTION  AND  LEADING  INDEXES 


ange  from  last  week:  -0.1%  '...ndiige  from  last  week;  -0,1% 


230 


,  .  ■  ■  •  ■  ■  .  ■  1  ■  ■  L_  220 

Mar  July  Nov.  t^ar, 

994  1994  1994  1995 

wes  are  4-week  moving  averages 

reduction  index  was  flat  for  the  week  ended  Mar.  11,  increased 
lally  adjusted  output  of  autos  and  trucks  offset  declines  m  coal  and 
c  power.  Before  calculation  of  tfie  four-week  moving  average,  the  index 

122.9,  from  123.5. 
ading  index  fell  slightly  in  the  latest  week.  Large-business  failures  rose, 
le  growth  rate  of  M2  slowed.  The  unaveraged  index  dropped  to  253.6, 
>54.6. 

jction  index  copyright  1994  by  McGraw-Hill  tnc  BW  leading  index  copvngrit  1994  by  CIBCR 


PRODUCTION  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

STEEL  (3/18)  thous.  of  net  tons 

2,082 

2,015# 

12.0 

AUTOS  (3/18)  units 

144,685 

149,291r# 

7.6 

IHUIiKo  (3/18)  units 

123,194 

122,513r# 

7.9 

cLtblnllf  rUWtn  (3/18)  millions  of  kilowatt-nrs 

54,412 

58,329# 

-2.5 

bnllUE-UlU  ncrininu  (3/I0)  tnous.  ot  obi. /day 

13,400 

13,686# 

4,5 

COAL  (3/11)  thous.  of  net  tons 

20,320# 

21,198 

-2.9 

PAPERBOARD  (3/1 1)  thous.  of  tons 

887. 8# 

939. Ir 

2.8 

PAPER  (3/11)  thous.  Of  tons 

846. 0# 

864. Or 

3.3 

LUMBER  (3/11)  millions  of  ft. 

452.8# 

449.4 

-9.3 

RAIL  FREIGHT  (3/11)  billions  of  ton-miles 

23. 2# 

24.2 

1.8 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA',  SFPA'.  Association  of  American  Railroads 


DING  INDICATORS 


PRICES 


1 

K  PRICES  (3/17)  s&p  500 

LATEST 
WEEK 

493,15 

WEEK 
AGO 

484.73 

YEARLY 
%  CHG 

5.1 

DRATE  BOND  YIELD.  Aaa  (3/17) 

8.04% 

8.22% 

7.8 

ITRIAL  MATERIALS  PRICES  (3/17) 

114.0 

113.5 

NA* 

lESS  FAILURES  (3/iO) 

318 

312 

-3.3 

ESTATE  LOANS  (3/8)  billions 

$468.1 

$468.3 

11.4 

f  SUPPLY,  M2  (3/6)  billions 

$3,583.1  $3,585.6r 

1.2 

iL  CLAIMS.  UNEMPLOYMENT  (3/4)  thous 

338 

332 

-3.4 

JS:  Center  for  International  Business  Cycle  Research  (CIBCR).  Standard  & 
Moody's.  Journal  of  Commerce  (index:  1990-100),  Dun  &  Bradstreet  (failures 
!  companies).  Federal  Reserve.  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
s  failures  and  real  estate  loans,  ^Historical  data  available  from  CIBCR 

CREST  RATES  ^ 

lAL  FUNDS  (3/21) 

LATEST 
WEEK 

5.97% 

WEEK 
AGO 

5.93% 

YEAR 
AGO 

3.31% 

ERCIAL  PAPER  (3/22)  3-month 

6.14 

6.14 

3.88 

FICATES  OF  DEPOSIT  (3/22)  3  month 

6.12 

6.15 

3.81 

MORTGAGE  (3/17)  30-year 

8.62 

8.86 

7.85 

ITABLE  MORTGAGE  (3/17)  one  year 

6.55 

6.53 

4.67 

(3/22) 

9.00 

9.00 

6.00 

S:   Federal  Resen/e,  HSH  Associates,  Reuters 

Holdings  PLC 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (3/22)  $/troy  oz. 

382.250 

386.150 

-1.2 

STEEL  SCRAP  (3/21)  #1  heavy,  $/ton 

137.50 

137.50 

-1.4 

COPPER  (3/18)  e/lb. 

143.7 

140.8 

49.7 

ALUMINUM  (3/18)  e/ib 

88.5 

90.0 

42.7 

COTTON  (3/18)  strict  low  middling  1-1/16  in., 

e/lb.  108.62 

107.58 

50.3 

OIL  (3/21)  $/bbl. 

18.43 

17.85 

23.7 

Sources:  London  Wednesday  final  setting,  Chicago 

market,  Metals 

Week,  Memphis 

market,  NYMEX 

FOREIGN  EXCHANGE 

LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (3/22) 

88.84 

89.57 

104.70 

GERMAN  MARK  (3/22) 

1.40 

1.39 

1.66 

BRITISH  POUND  (3/22) 

1.59 

1.60 

1.50 

FRENCH  FRANC  (3/22) 

4.98 

4.94 

5.70 

ITALIAN  LIRA  (3/22) 

1714.5 

1680.3 

1656.8 

CANADIAN  DOLLAR  (3/22) 

1.40 

1.42 

1.37 

MEXICAN  PESO  (3/22)' 

7.210 

6.725 

3.153 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for   British  pound   in  dollars 


lata  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
int.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r^revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


iMER  CONFIDENCE 

/,  Mar.  28,  10  a.m.  ^  The  Confer- 
oard's  index  of  consumer  confidence 
y  fell  to  a  reading  of  97.3  in  March, 
3  in  February.  That's  the  median 
t  of  economists  surveyed  by  mms 
lional,  a  division  of  McGraw-Hill  Inc. 
;line  is  suggested  by  the  reported 
he  University  of  Michigan's  prelimi- 
rvey  of  consumer  sentiment  for 
The  expected  dip  in  March  would 
lat  the  confidence  index  has  fallen 
e  consecutive  months.  Consumers 
ving  more  worried  about  job  pros- 
ow  that  the  economy  shows  signs  of 
3  in  response  to  the  interest-rate 
y  the  Federal  Reserve. 


NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Mar.  29,  10  a.m.  ►  The  mms 
economists  expect  that  new-home  sales  fell 
to  an  annual  rate  of  650,000  in  February, 
from  a  679,000  pace  in  January.  The 
decline  is  indicated  by  the  fall  in  single- 
family  housing  starts.  However,  because  of 
the  recent  drop  in  long-term  rates,  mort- 
gage applications  to  buy  a  home  have  risen 
in  February  and  early  March.  So,  even  if 
sales  fell  in  February,  they  may  rebound 
temporarily  in  March  or  April. 

CORPORATE  PROFITS 

Friday,  Mar.  31,  8:30  a.m.  ►  Along  with  its 
final  revision  to  fourth-quarter  economic 
growth — expected  to  remain  at  an  annual 


rate  of  4.6% — the  Commerce  Dept.  will 
also  report  on  corporate  earnings.  Aftertax 
corporate  profits  in  the  fourth  quarter  likely 
increased  by  3.3%  from  the  third  quarter, 
say  the  mms  economists.  That  would  be 
about  12%  above  the  level  of  profits  in  the 
last  quarter  of  1993. 

FACTORY  INVENTORIES 

Friday,  Mar.  31,  10  a.m.  ►  Manufacturing 
inventories  probably  changed  little  in  Feb- 
ruary after  they  jumped  an  unexpected  1% 
in  January.  That's  indicated  by  the  slow- 
down m  the  growth  of  factory  output.  Slug- 
gish consumer  demand  is  prompting  manu- 
facturers to  cut  back  on  production  and 
stock  levels. 
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Editorials^ 


HAVE  OUR  POLITICAL  PARTIES  NO  SHAME? 


Pandering  is  a  harsh  term,  but  for  characterizing  current 
Washington  politics,  it  is  entirely  appropriate.  At  a  time 
when  the  U.  S.  cries  out  for  honest  leadership  in  digging  its 
way  out  of  two  decades  worth  of  debt — $5  trillion  worth,  to 
be  exact — both  Republicans  and  Democrats  are  playing  a 
politics-as-usual  game  of  pandering  to  constituent  interests.  In- 
stead of  taking  the  nation's  overall  interests  to  heart,  politi- 
cians are  maneuvering  their  tactical  pawns  on  the  chess- 
board of  the  1996  Presidential  election.  It  really  stinks. 

Take  the  gop.  Just  months  after  riding  into  town  on  the 
great  promise  of  dramatically  altering  the  way  things  are 
done  in  Washington,  the  Republicans  ai'e  ah'eady  mii'ed  in  the 
muck  of  money  and  votes.  They're  getting  rolled  by  just 
about  all  of  their  constituent  groups  with  a  hand  out  for 
government  dollai-s.  Farmers?  They  get  to  keep  the  $27  billion 
annual  Food  Stamp  Pi'ogram  as  a  fedei-al  entitlement  when  all 
other  welfare  programs  are  being  block-gi*anted  to  the  states. 
And  please  don't  tell  us  it's  for  the  children.  It's  welfare  for 
the  farmers  and  votes  for  their  representatives  in  the  House, 
pure  and  simple.  Vets?  When  the  GOP  tried  to  make  a  tiny 
$200  million  nick  in  the  1995  Veterans  Administration  budget 
of  $17  billion,  vet  lobbyists  restored  eveiy  penny  (with  Pres- 
ident Clinton  egging  them  on  by  tmmping  the  Republicans 
with  an  offer  to  boost  spending  on  the  va). 

Where  did  the  gop  find  $17  billion  in  cuts  in  this  year's  bud- 
get? Here  are  a  few:  $1.6  billion  in  housing  funds;  $113  million 
in  education  for  the  disadvantaged;  $38.5  million  in  bilingual 
and  immigrant  education;  $1  billion  in  school  lunches;  $25 
million  for  pregnant  women  and  infant  nutrition.  Not  only  are 
these  all  Democratic  constituents,  they  are  the  weakest 


groups  in  society,  without  pac  bucks  or  lobbying 

These  cuts  are  just  for  a  one-year  rescission.  For  t 
ture,  the  GOP  plans  to  shape  the  programs  into  a  few 
gi-ants,  cap  the  funding,  and  let  the  states  deal  with  tht 
problems,  saving  $69.5  billion  over  the  next  five  years 

It's  not  that  block  grants  are  a  bad  idea.  Just  the  op 
Many  states  are  doing  a  good  job  in  moving  people  (t 
welfare  rolls  into  the  workforce  and  getting  them  to  f 
sponsible  adults.  It's  certainly  not  bad  to  save  on  was 
corruption  to  curb  the  deficit.  The  fact  is  that  the  Den 
lost  the  moral  high  ground  long  ago  by  not  practicing 
love  on  welfai'e  recipients  and  turning  a  blind  eye  to  u 
tion  in  set-asides  and  other  social  programs.  The  Repul;. 
are  right  in  trying  to  radically  alter  the  welfare  state. 

The  problem  is  consistency,  equity,  and  morality.  If  v 
is  bad,  it's  bad  for  cowboys  and  farmers  as  well  as  v. 
queens.  Why  should  Nevada  ranchers  get  taxpayeru 
dized  water  when  the  poor  in  Philadelphia  no  longer  rei 
subsidized  federal  housing?  Why  should  federal  foster  cr* 
cut  by  $150  million  when  families  making  $200,000  are  el 
uled  to  get  a  $500-per-child  tax  credit? 

The  polls  show  that  the  public  is  ah-eady  losing  faith  a 
GOP's  ability  to  fulfill  a  Contract  With  America  that  « 
stomp  on  the  weak  in  favor  of  the  privileged  and  po^e] 
Instead  of  a  tnae  revolution  of  ideas  and  ideals,  the  coua' 
watching  the  byplay  of  constituency  politics  by  both  prt 
This  kind  of  behavior  can  have  only  one  effect — a  ns: 
shift  to  a  third  party  in  1996,  fragmenting  the  body  )1 
Both  the  GOP  and  the  Democrats  still  have  a  chance  tcci 
up  their  acts.  They'd  better  take  it. 


RJR:  BIG  BUYOUT,  BIG  FIZZLE 


I 


4  W  were  charging  thi-ough  the  rice  paddies,  not  stop- 
TT  ping  for  anything  and  taking  no  prisoners,"  said 
Henry  R.  Kravis,  leveraged  buyout  king  and  general  partner 
of  Kohlberg  Kravis  Roberts  &  Co.,  describing  the  bidding  war 
for  RJR  Nabisco  Inc.  in  the  best-selling  Barbarians  at  the 
Gate.  Strange,  how  the  biggest,  wildest  deal  of  the  '80s,  the 
$25  billion  lbo  of  RJR  is  now  so  quietly  coming  to  closure,  end- 
ing a  celebrated  chapter  of  U.  S.  financial  life  (page  46). 

Yet,  perhaps  not  so  strange.  On  Mai'.  20,  Goldman,  Sachs  & 
Co.  sold  the  last  of  kicr's  shai'es  in  rjPv.  Not  many  would  have 
believed  it  in  1988,  but  the  deal's  lasting  legacy  is  turning  out 
to  be  one  of  bitterness,  especially  for  investors.  Just  check  the 
numbers,  kkr  bought  the  company  at  $5.62  a  share  on  an  ad- 
justed cost  basis,  and  it  unloaded  its  final  8%  stake  for  a  mere 
$5.73  seven  years  later.  For  investors  such  as  lai-ge  public 
pension  funds,  the  RJR  Nabisco  deal  turned  out  to  be  a  bust. 
The  bidding  war  with  ceo  Ross  Johnson  and  his  management 


team  pushed  the  company's  price  far  higher  than  its  til 
onomic  worth,  especially  in  light  of  the  company's  tob;e 
ability  and  the  later  impact  of  Marlboro  Friday. 

But  that's  the  nature  of  risk,  right?  Not  for  eveiynf 
turns  out  that  the  risk  was  not  shared  equally  by  all  tl 
ties  to  the  deal.  While  kicr  didn't  make  much  of  a  profitjr 
own  direct  investment  in  rjr,  just  hke  other  investo , 
firm  extracted  steep  fees  for  services  rendered.  It  re? 
$75  million  in  transaction  fees  for  the  original  deal,  $60  )a 
for  advising  the  company  over  the  years,  and  $279 
additional  management  fees.  Investors?  Well,  they 
short  end  of  the  stick,  and  kkr  gets  to  control  the  monej 
put  into  kkr's  lbo  fund  until  2000.  kjcr  is  putting  the 
into  Borden  stock,  banking  on  a  big  payoff  dovra  the 

Are  there  any  lessons  fi'om  all  this?  Perhaps  onl^t 
greed  often  comes  with  a  price  tag.  Investors  might  f 
that  the  next  time  they  get  carried  away. 
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THE  INTERNET 


YOUR  COMPETITION'S  ALREADY  THERE, 

ARE  YOU? 


Open  yoiir  Windows  to 
the  World  of  Intemd, 


Pluu  in  'iiiil rxfihin-  tin- r-mt  rrmiuireji 
of  fill'  InfnniiiiHifii  Siif^rHiufium: 


BSNri;l/(\;ir;/r 


TAKE  THE  INTERNET  $9  CRUISE  TEST  DRIVE. 


oest  way  to  move  ahead  of  the  competition  is  to 
the  Internet.  And  the  best  way  to  get  on  the 
;t  is  with  Internet  Chameleon. 

"net  Chameleon  features  over  a  dozen  easy-to-use 
iws  apphcations-all  the  software  you  need  to  get 
:ted  and  explore  the  network  that's  linking  the 
.  Get  on  the  Internet  to  put  your  company  closer 
r  customers. 

mt  Internet^M  lets  you  sign  up  for  your  own 
it  account  in  minutes*.  WebSurferTM  taps  you 
le  World  Wide  Web  for  news,  stock  quotes, 
;titive  information,  the  Library  of  Congress, 
me  it.  Electronic  Mail  lets  you  communicate 


around  the  globe.  Other  applications  include  Gopher, 
Archie,  Newsreader,  File  Transfer,  Telnet,  and  more. 

The  Internet  $9  Cruise  offers  you  an  easy,  risk-free, 
opportunity  to  try  out  the  full  product  and  hnd  out 
for  yourself  what  the  Internet  can  do  for  your 
competitive  edge. 

To  order  the  internet  $9  Cruise, 
call  1-800-558-7656,  ask  for  Dept.BI 
today.  We'll  also  send  you  a  free  white 
paper,  "How  To  Do  Business  On  The 
Internet". 


^Dvorak  PC  Telecommunlcallons  Excellence  Award  For  omstindinglnlernelFrinl-Enil  Networking  YOUr  PC  TO  The  World 


:an  choose  from  a  selection  of  providers.  Free  trial  usage  available  up  to  30  days  depending  on  provider.  Connect  charges  and  configuration  fees  for  permanent  accounts  wilt  vary  hy  prpvide'rj 


From  0  to  t 
With  four  sets  ( 

And  we're  not  talking  about  Sunday  bags,  either.  But  even  with  all  that  room,  the! 
Chevy  Impala  SS  behaves  less  like  a  typical  luxoboat  than  a  swoopy  2+2  —  and  justl 
Sijueezing  three  of  your  best-fed  golfing  buddies  and  their  sticks  into  one  of  those.  Tor 
improve  your  lie,  we  outfitted  Impala  with  beefy  17-inch  BFGoodrich®  Comp  T/A"  iirf 


For  a  brochure  call  1-800-950-2438.  The  Chevrolet  Fmhiem  and  Impalare 
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and  served  as 
chief  financial  offi- 
cer. The  multihn- 
uiial  Gibara  most 
recently  fashioned 
a  new  approach 
to  Goodyear's 
dealers.  Some 
were  upset  with 
its  selling  name- 
brand  tires  to  big 
rivals  such  as 
Discount  Tire. 

Still,  he  isn't  a 
lock.  Although 
Gault  has  said  he  would  pre- 
fer an  internal  candidate,  he's 
not  excluding  an  outsider.  An- 
other insider  who  might 
move  up  as  both  Gault  and 
President  Hoyt  Wells  retire 
is  European  chief  Bill  Sharp, 
53.  Sharp  climbed  the  pro- 
duction ranks  and,  like  Gibai-a 
before  him,  has  tumed  in  a 
fine  record  nmning  the  Eui'o- 
pean  business.  Gault,  69,  be- 
came CEO  in  1991  after  serv- 
ing as  a  director.  The  former 
Rubbermaid  CEO  came  out  of 
retii-ement  to  turn  around  the 
company,  which  he  did  well, 
proclucing  I'ecord  1994  sales 
and  earnings  from  continuing 
operations.  Zachary  Schiller 


RETIRING:  Who  will  replace  Gaulf : 


HONCHOS 

GOODYEAR  NEEDS  A 
NEW  BIG  WHEEL 

WHO  WILL  REPLACE  STANLEY 

Gault  as  ceo  of  Goodyear 
Tire  &  Rubber  when  he  re- 
tires at  yeai'end?  The  answei' 
may  come  as  early  as  Apr. 
10  at  the  company's  annual 
meeting  in  Akron. 

The  best  bet:  Egyptian- 
bom  Sam  Gibai-a,  the  person- 
able chief  of  the  company's 
North  American  Tire  unit. 
Gibara,  55,  has  run  the  com- 
pany's European  and  Cana- 
dian opei'ations,  helped  Gault 
write  its  current  strategy. 


HALLS  OF  IVY 


CAMPUS  UNREST  OYER  PAY,  NOT  POLITICS 


LOW-PAID  GRADUATE  TEACHING 

assistants  unite.  On  Apr.  3, 
graduate  students  at  Yale 
University  will  start  a  week- 
long  strike.  And  grad  stu- 
dents at  as  many 
as  four  University 
of  California  cam- 
puses  aim  to 
strike  later  in  the 
month. 

Spurred  by 
budget  cuts  and 
tuition  hikes,  gi'ad 
students  are  be- 
coming  militant 
about  being  workhorses  who 
teach  50%  to  60%-  of  under- 
graduate classes.  Currently, 
only  seven  universities — all 


ORGANIZER: 

Yale  'a  Brown, 


public — recognize  graduate- 
student  unions.  Unions  at  15 
campuses  are  demanding  rec- 
ognition, but  most  univer- 
sities won't  gi'ant  it.  "Yale  re- 
lies on  gi-aduate  students  as  a 
low-wage  labor  pool,"  says 
Robin  Brown,  the  Yale 
union's  head  and  a  compara- 
tive literature  student. 

Agitating  has  won  some 
gains.  Yale's  1,100  grad  stu- 
dents didn't  get  union  recog- 
nition in  a  1992  walkout,  but 
they  did  win  a  28%  pay  hike, 
to  $9,600  a  year  today.  And  a 
1989  Berkeley  strike  won 
grad  students  free  health 
care  and  a  50%  tuition  re- 
bate. Aaron  Bernstein 


TALK  SHOW  UYou  can't  be  a  good  watchdog  if  you  only  go 
on  patrol  three  times  a  year.?? 

— Securities  &  Exchange  Commission  Chairman  Arthur  Levitt, 
urging  corporate  boards  to  meet  more  often  and  be  more  vigilant 


NEW  WORLD  ORDER 

MR.  BUSH  HEADS 
FOR  HANOI  

WHILE  BILL  CLINTON  WEIGHS 

the  political  pros  and  cons 
of  restoring  di])lomatic  rela- 
tions with  Vietnam,  his  pre- 
decessor is  planning  a  four- 
day  trip  there  in  September, 

BUSINESS      WEEK  has 

learned.  During  his  visit 
to  Hanoi  and  Ho  Chi 
Minh    City,  George 
Bush  will  meet  top 
Vietnamese  leaders 
and  give  a  speech. 
Citibank  is  sponsor- 
ing  the   trip,  but 
won't  say  how  much 
it  is  paying  Bush. 

His    visit  will 
mark  a  milestone 
in  U.  S.- Vietnam 
relations.  Not 

since  Lyndon  JAUNTY: 
Johnson's  1966  Cover  fo 

trip  to  Viet-  Clinton 


nam  has  a  U.  S.  President  s 
foot  there. 

Bush's  jaunt  could  gi 
Clinton  political  cover  to  i 
new  full  diplomatic  and  e( 
nomic  ties  with  its  form 
foe.  U.  S.  companies  have 
quiet  campaign  for  that  afo 
Chnton  last  year  liftec 
trade  embargo  on  Vii 
nam.  But  this  drew  f 
from  families  of  forn: 
pows  and  missing  s 
diers.  The  Wliite  Hoi 
is  skittish  about  mc 
negative  fallout  fn 
closer  ties  to  Hanoi. 

Bush,  who  as  Pre 
dent  refused  to  lift  t 
embai'go,  seems  to  thi 
now  that  Vietnam 
"  tnger  merits  pari 
tatus.     His  offii 
which  left  it  to  Citi 
notify     the  Wh: 
House  of  the  tr 
won't     say  mu 
about  it  publiclj 
Amy  Bon 


WHEELER-DEALERS 

FROM  CON  TO 
CONVERH  

CONVICTED  CON  MAN  BARRY 
Minkow  is  back — and  set  to 
enter  the  ministry.  Minkow, 
29,  says  he  found  Christ  dur- 
ing his  seven-year  jail  stint 
for  mastermind-  yi 
ing  one  of  the 
largest  fraud- 
ever.  He  does  nol 
see  himself  as  a  i'^  <  ^ 
humble  man  of  .  , 
the  cloth.  "I'd  ^ 
just  like  to  do  , 
what  Billy  Gra- 
ham does,"  says 
Minkow,  who  is 
interested  in  a  ra 
dio  ministry. 

First,  though,  preaching 
there's  the  matter 
of  the  $26  million  he  owes  his 
victims,  who  lent  to  or  in- 
vested in  his  zzzz  Best  car- 
pet-cleaning business,  which 
produced  little  more  than 
fake  revenues.  Minkow  says 
he  will  turn  over  profits  fi'om 


his  new  book,  Clean  Swe^ 
A  Story  of  Compromise,  C< 
niption.  Collapse,  and  Con 
back.  Ditto  a  portion  of  t 
speaking  fees  he  says  h 
earning  doing  antifraud  se 
inars  for  accountants. 

Despite  Minkow's  new  t 
to  God,  he  has  not  quite  f 
saken  mammon.  He's  seeki 
a  private  ruli 
fi'om  the  Interi 
Revenue  Serv; 
on  whether 
can  write  off  t 
victim  paymen 
And  he  thinks 
owes  them  or 
$11  miUion,  \ 
cause  zzzz  B( 
lawyers  and  ; 
etjimtants  have 
ready  made  soi 
restitution.  So 
he  a  chang 
man?  U.S.  District  Jud 
Dickran  Tevrizian,  who  s; 
Minkow  had  "no  conscient 
when  sentencing  him  in  19 
still  isn't  sure.  "I  take  wl 
he  says  with  a  grain  of  sa' 
says  Tevrizian.   Kevin  Ke 


Minkow 
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J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS  System 


Will  the  ears  on  the  drawing  hoarti  totlay  meet  consiuner  demands  of  tomorrow?  That"'s  the 
tpiestion  facing  J.D.  Power  an<l  Associates.  Tlie  answers  are  coining  from  the  SAS  System. 


"We  produce  a  iiioiitlily  forecast  ol  car  and  Iruck 
sales  for  about  300  different  vehicles."  savs  Jon  Rosenthal. 
Manager  of  Automotive  Forecasting  for  .1.1).  Power  and 
Associates.  "Each  vehicle  is  forecasted  hv  niontii  for  five 
years  beyond  the  current  year,  liight  now  Pin  lorccasting 
through  the  vear  2000." 

The  SAS  System  Fits  Our  Business 

"Fhe  SAS  Svsteiii  is  the  fuel  behind  those  fore- 
casts...our  software  of  choice  for  analyzing  sales,  econoniic, 
and  auto  industiy  data  and  then  rep(jiling  what  \\e'\e  leanied," 
adds  Rosenthal.  "Before  the  SAS  System,  much  ol  the  lore- 
casting  was  done  by  hand.  To  make  our  forecasts  credible,  we 
had  to  have  a  credible  system.  One  that  made  it  eas\  to  build 
applications  and  ])ut  them  to  work  across  our  coTii|)uting  en\  i- 
ronmeuts.  WeVe  got  minis,  Macs,  desktop  pul)hshiiig.  and  a  lot 
of  spieadsheets.  The  SAS  System  fits  the  way  v\e  do  business." 

The  Bottom  Line  is  Information 

Now  that  the  forecasting  model  is  up  and  iimning. 
Rosenthal  and  his  staff  are  using  the  SAS  System  to  build  an 
interac  tive  database.  "The  Power  Infoiniation  Network  will 
allow  an  auto  dealer  or  manufacturer  to  go  online  and  get 
market  inforiuation."  Rosenthal  t'xplains.  "When  released. 


sul)scril)ers  will  be  able  to  select  from  a  long  menu  of  repoils 
and  (lata.  The  versatility  of  the  SAS  .System  is  crucial  in 
develo[)ing  the  reports." 

"llie  bottom  line  is  this:  applications  are  being 
developed  with  the  SAS  S\stem  that  will  (leli\er  the  most 
up-to-date  infoiination  to  those  who  make  decisioirs  for  the 
autf)motive  industry."  says  Rosenthal,  "if  manulactmers  and 
dealers  can  get  their  hands  on  accurate  market  information 
and  |)redictions.  the\  ha\e  a  much  belter  chance  ol  inei-ting 
customers"  iiee<ls  down  thi^  road." 

To  rt-ceive  a  SAS  System  K\eciilhe  Siiiiiiiiai-y,  fiiv*-  us  a  call 
or  vi.>«it  lis  on  llie  World  VUde  Wt*l>  al  litlp://w\vw.sas.ooiii 


M 


SAS  Ilislilule  Inc. 
I'lidiif  91<l-077-r,2()() 
l'a\  '»l'>-677-444+ 
K,Mi;til:  l)Vv(S'sas.sas.c()tn 
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EDIFICE  COMPLEX 

CALL  IT  THE  GREAT 
WHITE-SHOE  WAY 


TIMES  SQUARE:  Morgan  Stcniletj's 
c//(/«  (tall  toiver.  left)  will  get  glitzy 


MORGAN  STANLEY  IS  SET  TO 

light  up  Broadway  with  its 
new  41-story  headquarters 
building.  Sitting  in  the  heart 
of  New  York's  neon-flashing 
Times  Square,  at  Broadway 
and  47th  Street,  at  least  the 
venerable  firm  won't  blaze  its 
name  out  at  tourists.  Instead, 


there  will  be  a  high-tech  "in- 
foi-mation  wall."  Tliis  includes 
two  40-foot  cylindrical 
diTims — one,  a  flattened  globe 
with  Morgan  Stanley  office 
locations  marked;  the 
other,  a  similar  globe 
or  a  video  display. 
Also,  three,  block-long, 
IS-foot-high  moving 
news  tickers  will  car- 
ry real-time  market 
data.  Plus,  another  dis- 
play will  give  curren- 
cy-exchange quotes. 

Now,  don't  think  go- 
ing glitz  is  necessarily 
Morgan  Stanley's  idea 
(the  firm  declined  to 
comment).  Zoning  rules  re- 
quire all  buildings  around 
Times  Square  to  sport  large, 
bright  signs.  The  display, 
done  by  the  century-old 
Times  Square  specialist  Ait- 
ki-aft  Strauss  Signs,  should  be 
I'eady  by  Septembei^'s  move-in 
date.  Suzanne  Woolley 


DRAWN  &  QUARTERED 


RANK  AND  FILE 


THE  TEAMSTERS'  SHOPPERS  FROM  HELL 


NOW  HERE  S  A  NOVEL  LABOR 

tactic:  a  shop-in.  That's  what 
Teamsters  Local  Union  122, 
deadlocked  in  bai-gaining  with 
beer  distributor  August  A. 
Busch,  did  to  five  Boston-ai'ea 
iquor  stores  it 
supphes.  The 
distributor, 
o  w  n  e  d  by 
Anheuser- 
Busch,  claims 
Teamstei-s  dis- 
rapted  business 
in  November  by 
crowding  into 
stores  to  buy 
such  things  as 
potato  chips  us- 
ing $20  and  $50  bills.  The 
company  says  this  created 
long  lines  and  depleted 
change,  driving  away  busi- 
ness. The  union  says  mem- 
bers were  merely  discussing 
grievances  with  customers. 

The  National  Labor  Rela- 
tions Board  got  a  U.  S.  Dis- 
trict Comt  to  tempoi-aiily  en- 
join the  Teamsters'  action. 


This  Bud's 
for  you! 


The  issue  of  a  pemianent  bar 
on  the  practice,  which  Busch 
calls  an  illegal  secondaiy  boy- 
cott, is  to  go  before  the  five- 
member  NLRB  May  1.  Con- 
tract talks  are  still  going  on 
between  the  company  and 
the  union,  wiiich  has  an  anti- 
Busch  bumper  sticker  slam- 
ming "Budweasel."  □ 


THE  BIG  PICTURE 


AFTERLIVES 


A  HARD  LOOK  AT  AN  EX-CEO'S  HARD  LUCK 


ROBERT  BUCKLEY,   RICH  OR 

broke?  A  judge  is  to  decide 
this  question  Apr  7  about  the 
foiTner  chairman  of  Allegheny 
International.  The  company, 
since  renamed  Sunbeam- 
Oster,  says  Buckley 
is  still  loaded — and 
wants  him  to  repay, 
with  interest,  a  $2.9 
million  low-interest 
loan  he  took  from  it 
in  1980.  Sunbeam- 
Oster  claims  he  is 
hiding  assets.  Buck- 
ley denies  it.  The 
court  will  rule  on 
whether  Buckley's 
1993  bankruptcy  fil- 
ing  fi-ees  him  from  repaying. 

Buckley,  71,  has  seen  hard 
times  since  resigning  under 
fii'e  in  1986.  He  has  had  tlii-ee 
strokes,  and  now,  says  his 
lawver,  Leslie  Gern  Clovd, 


BUCKLEY 

//t''.s  hrok 


Says 


DOWNSIZING  THE  BOARD 

Payi'olls  aren't  the  only  things  being  pared.  %y 
Boards  of  directors,  too,  are  under  pressure  to  be  more  ' 
efficient  and  responsive.  Since  1990,  the  average  board 
size  has  dropped  one  person.  And  the  portion  of  outside 
directors  has  risen  two  points  since  1992,  to  72%. 


AVERAGE  NUMBER  OF  DIRECTORS 


'92 

DATA:  DIRECTORSHIP 


"he's  confused  about  a  gre 
number  of  things."  Still,  s 
maintains  Sunbeam  ow 
Buckley  more  than  Buckl 
owes  Sunbeam.  Her  reasc 
ing:  The  company  strippi 
him  of  most  benefi 
and  shouldn't  ha\ 
He  filed  a  claim  1 
at  least  $6  milli- 
against  Sunbea: 
but  another  jud; 
niled  against  him 
1993.  Gern  Clo; 
says  he  lacked  t 
funds  to  appeal. 

Buckley's  task 
to  show  how  his  n 
worth  fell  from  , 
apparent  $4.9  million  to  n 
nus  $2.2  miUion  fi-om  1989 
1993.  In  court  papers,  1 
lawyer  says  the  accountar 
who  prepared  his  financ: 
records  exaggerated  1 
wealth,  overlooked  asset  sal 
he  had  made,  and  include 
his  wife's  properly.  The  £ 
sets,  she  contends,  ha 
shriveled  to  his  pensic 
worth  a  total  of  $776,000,  a 
his  $258,000  Vero  Bea 
(Fla.)  condo,  both  out  of  ere 
itoi-s'  reach.  Sold  to  pay  le^ 
and  hving  costs,  the  pape 
sav,  are  such  items  as 
$100,000  Bentley. 

Simbeam  ai-gues  that,  ev 
as  he  was  filing  banki-upt( 
he  paid  big  bills  at  plac 
such  as  the  Riomar  B; 
Yacht  Club  in  Vero  Beac 
where  he's  a  member.  Bi 
says  his  lawyer:  "He  doesi 
have  a  yacht."  Stephen  Bal 


FOOTNOTES  O'Reilly  &  Associates  estimate  of  Internauts  who  bought  goods  based  on  Net  info:  75%.  Cars:  1  2%.  Music:  50% 
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We  dont  jus 

(Please  note  that  we  only  used  half  of  the  allotted  ten  words.  But  1 


A  lot  of  things  have  changed  since  the  people 
who  built  United  Airlines  became  the  owners 
of  United  Airlines.  Our  on-time  performance 


is  the  highest  in  our  history.  Were  doing  a  far  better 
job  of  speeding  your  bags  to  and  from  your  flights. 
Complaints  are  down.  Compliments  are  up.     f . 


York  here. 

we're  doing  everything  a  lot  more  efficiently  these  days.) 

And  more  of  you  are  flying  our  friendly  skies  than         every  time  you  fly.  But  we're  going  to  do  whatever  it 
ever  before.  Of  course,  we  know  we  stiH  have  a  lot        takes.  We  have  to.  Because  we  don't  just  work  here, 
to  do  to  make  United  your  absolute  first  choice        Come  fly  our  friendly  skies. 
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HIGH  PRAISE  FOR 
HARVARD'S  DEAN  McARTHUR 

I  am  chairman  of  the  Committee  to 
Visit  the  Graduate  School  of  Business 
Administration  at  HaiTard.  The  unani- 
mous sense  of  our-  committee  is  that  youi' 
winters  utterly  failed  to  gi'asp  the  enor- 
mous and  positive  impact  that  the  re- 
tiring dean,  John  H.  McArthur,  has 
had — not  only  on  his  school  but  on  Har- 
vai'd  and  higher  education  in  general 
{"Goodbye,  Mr.  Chips  it  ain't,"  News: 
Analysis  &  Commentaiy,  Mar.  20).  We 
simply  do  not  recognize  the  man  and  the 
institution  described  in  youi-  pages. 

Thomas  S.  Muiphy 
ChaiiTnan 
Capital  Cities/ABC  Inc. 

New  York 

The  article  on  retii'ing  Dean  John 
McArthur  omitted  some  important 
achievements.  He  has  led  the  successful 
effort  to  assemble  a  stelliu-  faculty,  whose 
research  and  teaching  have  increasing 
influence  in  business  and  in  management 
education.  Haivai'd  business  school  under 
his  leadei'ship  has  expanded  its  commit- 
ment to  producing  fo'st-class  manage- 
ment teaching  materials  in  the  form  of 
cases  and  has  made  them  fi-eely  available 
to  every  other  business  school  in  the 
world.  This  essential  support  and  the 
generosity  behind  it  ai'e  not  acknowl- 
edged by  the  anonymously  cjuoted  critics, 
fomier  deans  of  the  schools,  who  are  the 
beneficiaries. 

A.  Michael  Spence,  Dean 
Graduate  School  of  Business 
Stanford  University 
Palo  Alto,  Calif. 

Youi"  appi"aisal  of  J(3hn  McAithui-'s  ten- 
lU'e  is  inaccm'ate  and  unfair.  As  one  who 
served  six  years  as  dean  of  Columbia 
Business  School,  I  had  the  pleasui-e  and 
the  challenge  of  competing  with  John. 

He  took  a  faculty  widely  viewed  as 
obsolete  and  inbred  and  rebuilt  it  by  re- 
craiting  senior  faculty  from  outside  the 
university  and  by  focusing  junior  hiring 
on  high-potential  PhDs  from  other  lead- 
ing institutions.  He  pushed  the  faculty 
in  the  direction  of  major  MBA  cuniculum 


change  while  accepting  the  frustrations 
delay  in  order  to  achieve  necessary  coi 
sensus.  He  is  one  of  those  rare  ere; 
tui'es:  an  effective  leader  of  academics 
John  C.  Biuton,  Profess( 
Graduate  School  of  Businei 
Columbia  Universit 
New  Yoi 

THE  FDA  DEFENSE'  APPLIES 
ONLY  TO  PUNITIVE  DAMAGES 


Robert  Kuttner's  article  on  produc 
liability  reform,  "The  tnimped-up  cas 
agmist  damage  awaixls"  (Economic  Vie\ 
point.  Mar.  20),  misstated  one  provision 
the  reform  bill  recently  passed  by  tl 
House  of  Representatives. 

The  so-caUed  fda  provision  would  pr 
tect  manufacturei-s  of  products  approv( 
by  the  Food  &  Drug  Administration  on 
from  punitive  damages,  and  only  if  tl 
manufacturei-  had  not  withheld  inform 
tion  from  the  fda.  PlaintifTs  could  st 
collect  economic  damages  and  compe 
sation  for  pain  and  suffering. 

Gerald  J.  Mossingh( 
Preside 

Pharmaceutical  Research 
Manufacturers  of  Ameri 
Washingti 

THE  DOLLAR: 

HOW  TO  FIGHT  BACK 


Cluistopher  FaiTell  misses  the  point 
"The  dollar  doesn't  deserve  this  thum 
ing"  (Cover  Story,  Mar.  20).  The  fir 
problem  for  the  dollai'  is  the  decade-loi 
reversal  of  the  U.  S.  fi'om  world's  lai'ge 
creditor  to  the  world's  largest  debt' 
Secondly,  the  policy  of  benign  neglect  t 
wai'd  the  dollai'  has  made  it  less  and  le 
attractive  for  foreign  investors  to  co 
tinue  financing  the  U.  S. 

The  policy  prescription  is  clear.  T 
current-account  deficit  needs  to  be  i 
duced.  There  needs  to  be  fiuther  fed( 
al  budget-deficit  reduction.  And  the  t 
system  should  encourage  higher  sa 
ings  and  less  consumption.  The  dange 
of  downplaying  a  weak  dollai-  will  be 
even  weaker  dollar,  further  erosion 
the  dollar's  reserve-cmTency  status,  a 
ultimately  higher  interest  rates  a 
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The  latest  wrinkle  in  Johnny's  wardrobe:  A  dress  shin  that's 


rinkle-free.  You  can  tell  a  lot  about  a  man  by  his  shirt. 


THE  ARROW  COMPANY 

est  i8;i 


The  original  premise  was  simple: 
make  a  powerful,  yet  affordable, 
-  ■  •jLii'-i'  \  \\\ ^  computer  that  doesn't  come 


Introducing  the  new  Compaq  ProLinea 


with  all  the  headaches 
normally  associated  with  the  word  "value."  And  in 
creating  the  latest  Compaq  ProLinea*  we  built  on 
that  premise  —  by  taking  the  original  apart. 

We  examined  it  from  top  to  bottom,  from  the 
inside  out,  looking  for  ways  to  improve  it.  Looking 
to  see  what  new  technologies  we  could  add. 

The   Latest   ProLinea   Has  An 


Impressive   Save   Feature:   It'll   Save   You  Money, 


Save   You   Time,   And   Save   Your  Sanity 

In  the  end,  we  came  up  with  more  than  a  few 
improvements.  Making  ProLinea  even  harder  to 
distinguish  from  more  expensive  machines.  The 
fastest  processors.  Easy  upgradability.  Simplified 
maintenance.  Features  that  make  it  easy  to  live  with 
on  the  day  you  install  it,  and  for  years  to  come. 

It  all  raises  ProLinea  to  a  completely  new  level. 
(Of  course  you'll  still  find  the  price  within  reach.) 

And  that  shoukl  certainly  put  your  mind  at  ease. 


COMPAa 


Traditionally,  the  phrase  "better 
value"  has  alwavs  meant  someone's 
cut  corners  to  give  vou  a  better  price. 
At  Compaq,  hovvexer,  we  like  to  take 
a  ditterent  approach. 

The  result  is  the  new  Compaq 
ProLinca:  a  family  ol  computers  that 
not  only  otters  affordable  prices,  it 
pushes  technology  many  steps  ahead. 
Twelve,  to  be  exact: 
I  Number  One.  Our  tirst  improvement 
is  something  you'll  notice  before  vou 


expansion  cards  and  peripherals.  And 
guess  what:  Compaq  has  already 
enhanced  this  standard  with  our  new 
TriFlex/PCI  architecture — which  is 
built  into  every  ProLinea  model. 
I  Number  Three.  The  PCI  architecture 
also  boosts  the  performance  of  the 
graphics  subsystem.  So  even  it  vou  re 
working  with  general  producti\ity 
applications  like  word  processors  and 
spreadsheets,  vou  can  cnjov  a  crisp, 
responsive  high-resolution  display.  It 


new  QuadSpeed  drive  (along  wijt 
Enhanced  Business  Audio).  This  gi'is 
you  taster  access  to  the  rich  and  \\t 
references  available  on  CD-RCS 
today,  from  national  directories  b 
archives  of  business  publications 
I  Number  Six.  However  large  a  hi 
drive  mav  be,  there  are  those  w 
take  it  as  a  personal  challenge  to 
it  up.  With  the  new  ProLinea  P( 
however,  we're  determined  to  m; 
that  as  difficult  as  possible.  You  ( 


Like  Most  PC  Buyers,  You' 
"Better  Value,"  So  We've  Clever 


even  bu\  a  ProLinea.  You  get  to 
choose  the  processor  you  want  — 
from  very  fast  (486DX2 / 50MH/)  to 
blindingly  fast  (Pentium/ lOOMHz). 
This  way,  you  don't  ha\c  to  buy  more 
performance  than  you  really  need. 
And  it  s  designed  so  that  vou  can 
upgrade  whenever  you  want. 
I  Number  Two.  You  ma\  be  familiar  w  ith 
the  new  standard  bus  architecture 
called  PCI.  Basically,  it  impro\es  upon 
the  previous  technology  by  expanding 
the  data  path  to  32  bits  and  radicalh 
speeding  the  flow  of  information  to 


vour  uses  demand  more,  select  586- 
class  models  are  now  available  with 
higher-performance  VRAM  graphics. 
I  Number  Tour.  Forgive  the  acronyms, 


but  there's  also  a  PCI  local  bus  IDE 
interface.  This  not  only  pays  off  in 
improved  disk  performance,  but  it 
supports  up  to  four  storage  devices. 
Which  means  vou  can  easily  add 
another  hard  drive,  tape  backup  or 
CD  ROM  drive  when  needed. 
I  Number  Tive.  .\s  long  as  we're  on  the 
subject  of  CD-ROM,  multimedia 
ProLinea  models  now  come  w  ith  our 


choose  a  configuration  with  a  d 
capacity    of   270MB,  420MB 
720MB.  Any  of  w  hich  should  put 
well  ahead  of  your  burgeoning 
[Number  Seven.  ProLinea  comes  \^lrt■.f 


fi  !ltv 


8MB  or  16MB  of  RAM,  depending 
the  model.  And  you  can  easily  exp 
it  to  136MB  or  192MB  — enougj-  ilir 
take  advantage  of  new  32-bit  operal  mo 
systems,  run  sewral  programs  at  o 
and  work  with  spreadsheets  the 
of  Madison  Square  Garden. 
I  Number  Eight.  ProLinea  is  filled  v 
features  designed  to  make  your 


COMPAa 


;icr.  It's  not  only  pre-loaded  w  ith  an 
tensive  online  help  system  and 
;omated  setup  software,  it  now  has 
lesigned  documentation  to  help 
I  quickly  pinpoint  information.  It's 
o  optimized  to  run  new  operating 
tcms  like  Windows  95,  which  will 
ike  vour  future  computing  easier 
11.  Every  model  supports  the  Plug- 
:1-Plav  standard  that  will  bring  a 
A  simplicity  to  the  process  ot 
lina  expansion  cards.  (If  vou  add 


I  Number  Ten.  The  new  ProLinea  PCs 

ha\e  been  designed  so  \ou  can  get 

0,0 

inside  without  an\  special  tools. 
The  system  board  slides  out  to 
accept  extra  memor\  or  a  processor 
upgrade.  The  hard  drive  cage  swings 
out  so  vou  can  sw  ap  disks  w  ithout 
reaching  into  inaccessible,  linger- 
bruising  areas.  And  when  vou  snap 
in  a  new  Compaq  hard  drive,  vou 
won't  haye  to  configure  an\  enigmatic 
jumpers.  When   vou   connect  the 


become  necessary,  installing  them  w  ill 
be  no  more  difficult  than  running  a 
software  utility  and  clicking  a  few 
buttons  on  the  screen. 
I  Number  Twelve.  And  w  hat  about  the 
em  ironment?  Using  a  ProLinea  won't 
by  itself  repair  the  ozone  layer,  but  it's 
certainly  a  step  in  the  right  direction. 
For  the  sake  of  the  atmosphere  —  and 
everyone  who  breathes  it  —  our  PC 
manufacturing  process  is  completely 
CFC-free.  And  e\ery  model  is  now 


OBABLY    Sick    Of  Hearing 
SGuiSED    It    As    12  Improvements. 


lew  network  interface  card,  for 
miple,  ProLinea  will  sense  the 
inge  and  automatically  reconfigure 
software  to  support  it.) 
mber  Nine.  You  decide  exactly  how 
)andable  you  want  your  ProLinea 
3e.  You  can  select  a  desktop  model 
h  three  expansion  slots  and  three 
lansion  bays  or  a  model  w  ith  tour  ^ 
;ach.  Or  you  can  choose  a  five 
:,  five-bay  mini -tower  model 
:  offers  maximum  expandability 
hout  taking  up  too 
ch  of  your  space. 


cables,  the  settings  ha\e  the  good 
sense  to  take  care  of  themsehes. 
I  Number  Eleven.  The  ProLinea  system 
board  now  incorporates  Flash  ROM 
technology.  That  means  basic  system 
ROM  can  be  updated  w  ithout  major 
PC  surgery.  It  future  system  uj^dates 
should  ever 


Energy  .Star-compliant,  which  means 
less  wasted  energv  for  the  planet  and 
less  wasted  mone\'  on  \()ur  power  bill. 

These  are  the  improvements  that 
define  our  approach  to  value.  (  We 
think  Nou'll  agree,  it's  a  lot  more 
rewartling  than  cutting  corners.) 

In  fact,  our  new  ProLinea  does  an 
excellent  job  of  expressing  a  core 
lelief  at  Compaq:  That  is,  the 
^^■II^HItfBI  smartest  to 
PHpHHHjl  build  better  \alue 
^  '  1   is  to  build  a  better 


I  Introducing  the  latest  line  of  ProLinea  computers 


hall  Compaq  Pt\.  ProLinea  iMovered  b\  our  free  i  year  limnetl  warranty  For  more  information  on  our  lull  line  ol  Lompaij  .le-ktop  PL  s.  call  us  at  1  SOO-MS  I51S  or  rea<  li  u-  on  the  Wel>  at  «  ww  ,  ompaq.com 
ada.  we  ran  be  reached  at  I  800-S67-I6I6  C  1995  Compaq  Computer  Corporation,  All  rights  reserved  Compaq  and  ProLinea  registered  U.S.  Patent  and  Trademark  Oftke 
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Ask  About  A  Scudder  No-Fee  IRA! 


Today's  global  investment  opportunities 
look  especially  attractive  to  me — 
that's  why  I  own  this  Fund!' 

Looking  for  global  diversification?  Then  consider  Scudder  Global 
Fund.  This  pure  no -load  "  ¥und  invests  primarily  in  stocks  of 
U.S.  and  foreign  companies  that  can  help  you  take  advan- 
tage of  investment  opportunities  the  world  over.  Because 
Scudder  Global  Fund  invests  without  respect 
_  to  national  boundaries,  your  investments 

aren't  tied  to  any  single  country's  economic 
climate.  This  approach  can  help  reduce  the 
nsks  of  international  investing,  such  as 
cuiTcncy-exchange  fluctuation,  while 
mcreasmg  your  long-term  return  poten- 
tial. The  Fund's  share  price  fluctuates. 


Scudder  Global  Fund 
1-800-225-2470  ext  8292 


SCUDDER 

STEVE.\S  &  C  LARK,  INC 

Celebrating  ^5  veiirs 
of  s('rf/ng  in\ <'sfors 


Contact  Scudder  Investor  Services,  Inc.,  Distributor,  for  the  Fund's  prospectus,  which  con- 
tains more  complete  information  about  manaRement  fees  and  other  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money. 


CORRECTIONS  &  CLARIFICATIONS 

"Who'li  be  the  first  global  phone  company?" ; 
(Information  Processing,  Mar.  27)  incorrect- ! 
ly  stated  several  ownership  positions.  The ' 
■   equity  ownership  of  the  WorldPartners  alli- 
ance is  made  up  of  at&t  (40%),  kod  (24%), 
Unisource  (20%),  and  Singapore  Telecom 
(16%).  AT&T  plans  to  take  a  40%  stake  m  a 
joint  venture  called  Uniworld,  of  which  Uni- 
source will  own  60?^..  And  Telefonica  of 
Spain  is  not  yet  a  shareholder  of  the  Uni- 
source alliance — European  regulatory  ap- 
provals are  still  pending. 

"Programming  without  tears"  (Technology 
&  You,  Apr.  3)  gave  an  incorrect  phone  num- 
ber for  software  company  Franz  Inc.  The  cor- 
rect number  is  510  548-3600. 

"How  frequent  fliers  can  beat  the  clock" 
(Personal  Business,  Jan.  23)  should  have 
said  that  United  Airlines  Inc.  mcreased  its 
mileage  requirements  for  free  travel  on  cer-, 
tarn  foreign  flights  on  Feb.  1,  not  Apr.  I.  ' 

lower  economic  activity  in  the  U.  S^, 
Christopher  Igg 
Chase  Manhattan  Bar 
New  Yor 

POLITICS  AND 
THE  SCHOOL  LUNCHROOM 


I  had  just  been  listening  to  Rush  Lh 
baugh  complain  about  the  press  whe 
yoiu'  magazine  amved.  "Onward,  bu(j 
get  soldiers"  (News:  Analysis  &  Cor 
mentaiy,  Mai\  20)  is  the  epitome  of  wh^ 
he  was  talking  about. 

You  call  it  "a  cixishing  defeat  for  tY 
balanced  budget."  One  vote  a  crushir 
defeat?  And  your  picture  of  the  wa 
with  four-  fi-ench  fiies  is  I'eally  calculatinj 
Chuck  Proctf 
Apple  Valley, 

HOW  TO  REACH  BUSINESS  WEEK 
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Mail:  Business  Week,  1221  Avenue  of  the  Americas, 
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18  BUSINESS  WEEK  /  APRIL  10,  1995 


Coach  Seifert,  now  that  you  have  won  Super  Bowl  XXIX,  what's  next? 


'oni;niHi'uui(>ns  ti>  llic  San  Fniiicisco  4'Jcrs  on  winning;  Snpcr  Howl  XXIX 

ill  completed  forms  will  receive  a  Free  Video 
f  George  Seifert  at  Waterfall  Resort. 
Mease  fax  this  page  to:  907-225-8530 


I'm  going  back  to 
Waterfall  Resort,  Alaska 
to  fish  for  Salmon  &  Halibut! 

Guests  choose  Waterfall  for  either  business 
entertaiiuiient  or  pleasure.  Forme,  it's  the  rela.\ini> 
beauty  of  Alaska  and  the  quality  sp()rtfishini>. 
M\  compliments  to  the  HO  employees  of  Waterfall. 
Their  hospitality  and  service  standards  would  make 
any  coach.  Super  Bowl  proud." 

With  a  true  love  of  fishing  and  a  need  to  take  a 
break  before  mini-camp.  Coach  Seifert  took  the 
advice  of  his  secretary  and  vacationed  at  Waterfall 
Resort  in  1991.  Since  then  he  has  brought  his  wife, 
Linda,  and  their  son,  Jason. 


'Coach  Scilcrl,  how  ulnntt  aihlmi;  this  Kini^  lo  your  trophy  room 


KALI 

RESORT  U 
ALASKA 


*    *"\V'/iere  S/)ort/i,s/unff  /s  /or  Kings. 


3MPAN> 


iTY 


REA  CODE  &  PHONI: 


ITERESTED  □  VERY  INTERESTED  □ 

JSINE.SS  ENTERTAINMENT  □        PLEASllRE  □ 


SAETWAIT  R  □  ERESHWAIT  R  □ 
NLIMBI:R  OE  GUESTS   


KESTSEAS(JN:  IM'IS  □  □ 
SEEECT:     MAY       JUNE       JULY  ShPTlMBER 


For  Reservations  /  Information  CaM  800  544-5125 


18A-CA 


,o>">x.  In  our  mind  there's  no  (|uesti()n.  Phiiining  for  the  future,  and  building  the  teiini  to  get  us  there, 
has  made  WORI.DPORT  L\,  the  Port  of  Los  Angeles,  the  premier  poi1  for  moving  commerce 
around  the  Pacific  Rim  and  throughout  the  Americas. 


18B-CA 


WORLDPORT  LA 

I'.O.  Box  151,  San  Pedro,  CA  90733-0151  •  (310)  732-3840  Fiix:  (310)  831-i896 


Books 


ILINDSIDE 

l/hy  Japan  Is  Still  on  Track  to  Overtake  the 
I.S.  by  the  Year  2000 

iy  Eamonn  Fingleton 

loughton  Mifflin  •  406pp  •  $27.50 


JAPAN:  WHO  GOVERNS? 

The  Rise  of  the  Developmental  State 

By  Chalmers  Johnson 
Norton  •  384pp  •  $25 


lAPAN  MAY  BE  JUST 
CATCHING  ITS  BREATH 


Tokyo's  stock  market  has  lost  15% 
of  its  value  in  thi'ee  months,  pri- 
vate economists  ai'e  dismissing  the 
[ovemment's  modest  gi'owth  estimates  as 
nflated,  and  the  mighty  yen  has  Japanese 
■xporters  wiithing  in  pain.  Is  Japan  on 
he  ropes?  Not  by  a  long  shot,  say  these 
wo  authors.  Instead,  each  makes  a  force- 
ul  case  that  Japan  has  refined  an  eco- 
iomic  system  that's  markedly  diffei'ent 
rem  WesteiTi-style  capitaUsm  and  that 
/ill  continue  to  serve  the  countiy  well 
/hile  giving  competitors  fits. 
Most  striking  is  Eamonn  Fingleton's 
olemic.  Blindside  is  prodigiously  re- 
earched  and  engagingly  argued.  Not- 
ig  that  the  West  always  seems  to 
nderestimate  Japan,  the  Irish  finan- 
ia!  joumalist  hammers  the  notion  that 
permanent  hardening  of  arteries  is 
nderway.  This  myth,  he  contends, 
cems  from  Western  hubris,  deliberate 
fforts  by  the  Japanese  to  play  down 
leir  strengths,  and  widely  differing 
ssumptions. 

"Japanese  leaders  do  not  share  the 
/estem  view  that  the  economy  should 
3  primarily  ran  to  pro- 
ide  citizens  with  a  good 
fe,"  Fingleton  writes. 
Rather,  they  see  the 
ipanese  economy  mainly 
i  an  instrament  of  pow- 
•.  And  the  mighty  yen, 
hich  has  trebled  against 
le  dollar  since  the  early 
>70s,  is  one  of  the  piinci- 
il  levers  of  that  power." 
Fingleton  goes  on  to 
cplain  how  the  strong 
m  benefits  Japan,  con- 
ary  to  Westem  conven- 
onal  wisdom  and  de- 
)ite    the    howls    from  Japanese 
^porters.  It  allows  Japan  to  hire  top 
'estern  scientists,  inventors,  and  soft- 
are  writers  and  to  spread  foreign 
d — and  new  export  markets — around 
e  globe.  But  this  is  only  a  warm-up 
!  r  the  book's  sweeping  analysis  of 
'  .pan's  competitive  strengths. 

Although  some  of  the  ingi-edients — 
[  search  and  development  collectives, 


targeted  industries,  industrial  cartels — 
will  sound  familiar  to  those  who  have 
followed  Japan,  new  ideas  abound.  Fin- 
gleton shows,  for  example,  how  Japan's 
high  airfares  underwrite  the  country's 
auto  industry  through  an  elaborate 
system  of  cross-subsidies  in  which  ser- 
vice industries  support 
manufacturers.  He  dem- 
onstrates how  Japan's 
successful    pursuit  of 
worldwide  "monopolies" 
in  key  industries,  such  as 
production  of  flat-panel 
computer  displays,  gives 
it  powerful  levei'age  over 
U.  S.    industry.  Japan, 
posits    Fingleton,  has 
created  a  system  that  "is 
not  capitalism  at  all  but 
a  new  fonnulation  that  is 
as  sharp  and  portentous 
a  break  from  capitalism 
as  capitalism  was  from  feudalism." 

Along  the  way,  Fingleton  disabuses 
Westem  readers  of  any  assumptions  that 
Japan  suffers  fi'om  the  costs  connected 
with  the  inefficiency  of 
cartels,  lifetime  employ- 
ment, and  low  productiv- 
ity in  its  distribution, 
banking,  and  white-collar 
sectors.  To  the  contrary, 
he  says,  cartels  eliminate 
wasteful  duplication  of 
R&D  and  generate  profits 
that  are  plowed  back  into 
new  manufacturing  tech- 
nology, while  lifetime  em- 
ployment ensures  a  loyal 
workforce  that  won't  op- 
pose automation.  Low  sei- 
vice-sector  productivity, 
he  insists,  is  a  myth. 

Occasionally,  Fingleton  indulges  in 
alarmism,  overstatement,  and  conspira- 
cy theories.  "By  pumping  its  huge  sav- 
ings single-mindedly  into  a  narrow 
range  of  high-gi'owth,  monopolistic  in- 
dustries," he  writes,  "Japan's  economic 
leaders  can  realistically  aim  to  control 
the  world's  economic  future."  This  is 
going  too  far,  as  are  sweeping  state- 


jam 
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ments  regarding  the  unique  nature  of 
Japanese  capitalism.  Fingleton  fudges 
on  questions  of  comparative  productiv- 
ity and  Japan's  high  prices,  and  he 
doesn't  seriously  address  potential  new 
competitive  threats  to  key  Japanese 
industries,  such  as  from  Korea.  But 
overall,  this  startling,  fi-esh  take  on  the 
world's  second-largest  economy  is  well 
worth  absorbing. 

Chalmers  Johnson  long  has  been 
America's  most  penetrating,  provoca- 
tive analyst  of  Japan's  political  economy. 
For  those  who  have  missed  out  on  his 
previous  works,  Japan:  Who  Governs? 
offers  a  chance  to  catch  up.  That's  be- 
cause this  book  is  a  collection  of  John- 
son's essays  dating  from  1974. 

Since  the  entries  span  so  many  yeai-s, 
some  passages  ai'e  noticeably  out  of  date 
or  repetitious.  And  be- 
cause the  essays  jump 
from  one  topic  to  another, 
the  book  feels  disjointed. 
But  Johnson's  wiiting  is 
usually  felicitous,  the 
scholarship  superb,  and 
the  analysis  persuasive 
and  enlightening. 

If  the  book  has  a  cen- 
ti'al  theme,  it's  an  elab- 
oration and  vindication  of 
the  "revisionist"  school  of 
Japan  thinking  that  came 
to  the  fore  in  1989.  Back 
then,  Johnson  emerged 
as  the  "godfather"  of  the  revisionists, 
whose  basic  analysis  was  that  Japan's 
politico-economic  system  differs  far 
more  from  the  Western  model  than 
most  Westerners  realized. 

This  book  provides  an  accessible, 
handy  compilation  of  insights  that 
undergii'd  revisionism.  These  include  ex- 
planations of  Japan's  creative  theory 
and  practice  of  market  economics,  in- 
dustrial policy,  managerial  autonomy, 
mercantihsm,  and  politics.  Johnson's 
chapter  on  amakudari,  or  the  "descent 
from  heaven"  by  bureaucrats  into  pri- 
vate industiy,  is  dehcious.  As  usual,  he 
is  merciless  in  his  denigi-ation  of  main- 
stream, neoclassical  economics  as  a  use- 
ful tool  for  understanding  the  world. 

A  few  essays  will  seem  obscure  and 
irrelevant  to  nonexperts,  such  as  one 
on  the  translation  of  Japanese  words 
into  English.  But  juicy  insights,  such 
as  Johnson's  explanation  of  stractural 
corruption  as  it's  revealed  by  the  ca- 
reer of  the  late  Prime  Minister  Kakuei 
Tanaka,  provide  moi'e  than  enough  meat 
to  chew  on  and  relish. 

BY  ROBERT  NEFF 
Tokyo  Bureau  Chief  Neff  coined  the 
term  "revisionism"  as  applied  to  Japan. 
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WHAT'S  BEST  IS  ALWAYS  SEEN  AS  BENCHMARK 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

LOOK,  MA- 
WIRELESS  PRINTING 


You  check  into  the  of- 
fice after  a  road  trip 
with  a  laptop  full  of 
spreadsheets  and  memos  to 
be  printed.  You  face  a  daunt- 
ing task.  The  alternatives — 
copying  files  to  floppy  disks, 
hooking  your  laptop  up  to  a 
network,  fumbling  with  ca- 
bles— are  all  awkward.  What 
if  you  could  just  point  your 
notebook  at  your  printer  and 
have  the  pages  come 
pouring  out? 

That  day  is  here. 
OmniBooks  from  Hew- 
lett-Packard and  IBM 
ThinkPads  have  come 
for  some  time  with  ports 
that  can  send  data  to  a 
printer  using  the  same 
infrared  light  used  in 
television  remote  con- 
trols. But  until  now,  it 
has  been  like  having  a 
remote  without  the  tele- 
vision. The  new  hp 
LaserJet  5P  printer  clos- 
es the  loop,  taking  wire- 
less commands  fi"om  any 
device  built  to  the  new 
Infrared  Data  Assn.  (iroA) 
standard. 

GROOVY  GRAPHICS.  The  wii  e- 

less  link,  a  breakthrough  for 
portable  computing,  is  only 
one  of  many  features  that 
make  the  new  LaserJet  a 
standout  in  a  crowded  mar- 
ket. It  is  well-suited  for  use 
as  a  shared  printer  in  a  small 
office,  thanks  to  two  parallel 
ports  that  make  it  possible 
to  hook  the  printer  up  to  two 
PCs  at  a  time  without  any 
sort  of  network  or  external 
switch.  You  can  also  get  two 
Apple  Macintoshes  on  the 
AppleTalk  connector  on  a 
5MP,  the  pi'intei-'s  PostScript- 
compatible  version.  The  print- 
er is  smart  enough  to  make 
one  computer  wait  its  turn 


until  the  other  has  finished. 

Of  course,  what  you  care 
about  most  in  a  printer  are 
the  printouts,  and  the  new 
LaserJet  shines.  It  is  a  tnae 
600  dots-per-inch  printer, 
while  lower-end  machines  of- 
fer 300  dpi.  The  difference  is 
not  all  that  noticeable  on  te.xt 
but  can  really  show  on  gi-aph- 
ics,  especially  scanned  photo- 
graphs and  other  material 


where  shades  of  grey  are 
critical.  The  piint  ciuality  of 
the  5P  easily  matches  that  of 
the  much  more  expensive — 
and  faster — LaserJet  4Ms 
that  we  use  on  business 
week's  office  network. 

HP  could  have  stopped 
there  and  had  a  hit.  But  the 
company  also  demonstrated 
a  refreshing  sensitivity  to 
smart  industrial  design.  Not 
evei-ybody  can  keep  a  prater 
backed  up  to  a  wall  to  hide  a 
hideous  tangle  of  cables.  And 
with  so  many  connections 
available,  the  5P  could  easily 
be  particularly  ugly.  Instead, 
the  connectors  are  hidden  be- 
hind doors  on  the  rear  of  the 
unit,  and  the  cables  and  pow- 
er cord  emerge  neatly  fi-om 


the  back.  The  paper  supply 
is  well  thought  out,  too.  The 
pull-out  paper  tray  slides  out 
of  sight  under  the  printei', 
and  the  front  folds  down  to 
form  a  second  tray  for  paper 
or  a  stack  of  envelopes. 

The  new  LaserJets  are  far 
from  the  cheapest  four-page- 
per-minute  laser  printers  you 
can  find.  The  street  prices 
are  around  $900  for  the  5P 
and  about  $200  more  for  the 
Macintosh-ready  5MP.  You 
can  get  a  capable  unit  such 
as  the  new  Canon  LBP 
430W  for  a  bit  more  than 
half  the  price  of  the  hp.  But 
the  HP  is  a  good  value,  es- 
pecially if  you  can  take  ad- 
vantage of  its  versatility. 
MANUAL  LABOR.  The  only 
place  where  hp  fell  down  on 
the  job  is  in  ease  of  set- 
up. Getting  the  5P  run- 
ning is  by  no  means  diffi- 
cult, but  tiying  to  ferret 
out  answers  in  the 
manual  can  be  confus- 
ing. I  needed  to  call 
technical  support  to  find 
out  how  to  properly  in- 
stall the  necessary  soft- 
ware on  my  laptop  so 
that  it  could  link  uj)  with 
the  printer,  hp  would  do 
well  to  study  the  "visual 
guide"  step-by-step  in- 
stmctional  software  that 
Canon  supplies  with  its 
new  ink-jet  printers  for 
the  home  market. 
Piintei-s,  as  di'amatically  as 
computers  themselves,  keep 
offering  more  and  more  at 
reasonable  prices.  While 
many  of  the  changes  are  in- 
cremental, the  infrared  link 
is  a  fundamental  improve- 
ment. So  fai*,  no  other  printer 
maker  has  announced  plans 
to  incorporate  the  wireless 
feature  into  its  products.  But 
IBM  and  Apple  Computer,  as 
well  as  Hewlett-Packard, 
were  strong  supportei-s  of  the 
irDA  standard  that  makes 
sure  laptops  and  printers 
"understancl"  each  other.  Ex- 
pect the  laser  hnk  to  quickly 
become  standard  on  printers, 
laptops,  and  handheld  prod- 
ucts such  as  Apple's  Newton 
MessagePad. 


BULLETIN  BOARD 


AUTOMATIC  tellers] 
BUREAUCRACY  BUSTER 

If  the  mere  mention  of  the 
Motor  Vehicles  Dept.  or  other  ^ 
government  agencies  conjure;' 
up  images  of  long  lines  and  i 
surly  clerks,  take  heart.  Auto 
mated  teller  technology  may 
soon  simplify  dealings  with 
your  government  the  way  atm;! 
helped  cut  down  bank  lines. 
The  AT&T  5665  Document  Pro- 


cessing Terminal  incorporate' 
a  14-in.  crt  display  and  a 
scanner  that  can  process 
checks  and  other  documents 
such  as  vehicle  inspection 
certificates.  The  $25,000  ter 
minal  is  built  around  a  486 
processor  and  runs  ibm's  OS/ 
operatmg  system,  at&t  Globa 
Information  Solutions  hopes 
that  pressures  on  govern- 
ments to  improve  services  ■ 
while  cutting  costs  will  crea'r 
a  market  for  the  devices,  i 

! 

OPERATING  SYSTEM' 
ON-SCREEN  KEY  CUES 

Do  you  prefer  the  keyboard  i'k 
a  mouse  in  Windows,  but  I" 
have  trouble  remembering  al 
those  keystroke  commands?'!. 
Shortcut  Guides  from  Shortc|j 
Software  (310  459-3871)  ar 
a  handy  alternative  to  refer- 
ence cards  or  keyboard  tem 
plates.  Available  for  many 
Windows  products  for  betwe 
$15  and  $30,  the  guides  off 
pop-up  windows  that  give  o 
screen  listings  of  the  key- 
board equivalents  for  menu 
items  and  other  mouse  clicftiei 


le 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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ears,  but  the  zo-year-old 
^ests  that  classic  lines 
ut  of  style. 
£5— ^that  •  ^r"*  P. 


I 


was  at  that  time  the  finest  4-wheel- 
drive  utility  vehicle  in  the  world,  the 
Range  Rover.  Seventeen  years  later, 
there  still  is  nothing  finer.  And,  at  last, 

Range  R( 


n  my  book  the  Range  Rover  still  has  no  equal  when  it 
conies  to  the  eontradietory  tasks  of  providing  on-road 
motoring  in  comfort  and  style  and  the  off-road  ability  of  a 
mountain  goat  when  the  urge  or  conditions  beckon. 


over  is  a  classic 
1  from  function. 

r 

here's  simply 
that  does  the  job 
e  style  and  grace 
I  Range  Rover. 


Rover 

lad  the  opportunity  to 
rst  Range  Rover,  then  a 
vehicle,  at  the  compa- 
II,  England,  off-road  test 
vas  the  most  impressive 
•drive  (4WD)  vehicle  I'd 
.  No  wonder  it  was  win- 
fly  rallies  through  the 
I  deserts  of  Africa.  It 
kmuch  different  today- 
s  are  under  the  skin-but 
ins  the  best  and 
vehicle 


"It's  as  if  someone  buht  a  luxury 
car  atop  a  locohotive." 

trast  heavily  with  t*;^  'eather  and  w~?^-  The  "ipw 


foidinc 
mud  ( 
memt 
choos< 
exped 
aries 


D 


No  other 
SUV  has  the 
Rover's  unique 
combination 

of  style, 
performance, 
and  quality 


ESCRIPTIONS  OF  THE  ROVER'S 
EXTERIOR  INCLUDED  "the  class 
classic,"  "distinctive,  impressive  and 
handsome,"  "angular  but  stylish,"  and  "bojcy 
but  elegant."  On^  tester  w^otT   "^^  " 

"In  short,  the 
Range  Rover  is 
still  the  best  in 
the  world  at 
what  it  does ' 


The  unanimous  verdict:  If  man  were 
only  allowed  to  own  one  car,  and  if  that 
one  car  were  meant  to  be  the  perfect 
all-rounder — spacious,  comfortable, 
powerful,  capable  of  going  on  where 
the  roads  end — then  the  choice  would 
quickly  narrow  down  to  one  vehicle: 
the  Range  Rover. 


51 


Really  serious  c 
long  acknowledgec 
Range  Rover  as  th 
wheel-drive  car  wo 
consideration  in  tl' 
great,  and  it 
annong  sport- 
^ed  Europeans 
uced  as  the 
f  to  the  legei 


he  Range  Rover  Classic.  We  had  some  help  with  the  name. 


"or  a  quarter  of  a  century,  Range 
(ox  ers  ha\  e  sur\  i\'ed  the  most  hrutal 
erritory  in  tlie  automoti\'e  world. 

The  editorial  page. 

Therefore,  the  County  Classic  needs 
ittle  introduction. 

Suffice  it  to  say  that  its  14-gauge 
'  teel  chassis,  pillowing  electronic  air 
uspension,  permanent  four-wheel 
lri\  e,  and  tireless  3.*^Miter  V8  engine 
nake  this  Range  Rover  ideal  for  driving 


over  endless  roek  lieds,  through  arctic 
hlizzards,  and  back  to  the  e.\ecuti\  e 
parking  space. 

Its  dual  airbags,  all-terrain  ABS,  and 


RANGE  ROVER 


electronic  traction  control  help  make  its 
amichair  seating  all  the  more  relaxing. 

And  at  around  S45,( )()();  it  may 
well  be  the  only  affordable  work  of  art 
ever  exhibited  at  the  Louvre. 

So  why  not  call  l-8()()-l'IN'E  4\\T)  for 
the  Land  Rover  dealer  nearest  you? 

The  County  Class: .  is.  after  all,  the 
most  refined  and  el  L;;int  version  of  the 
original  Range  Ro'  i. 

l]ut  don't  take    ur  word  for  it. 


RAYTHEON  SSAWORLD  LEADER  IN  AIRTRAFFIC  CONTROL.  From  No,^ay  to  Hong  Kong,  Cana& 
to  German)^  R./theon  air  traffic  control  systerr^s  help  travelers  safely  reach  their  destinations.  With  more  th^ 
40  years  of  ATC  experience,  we  offer  todays  most  sophisticated  and  cost-competitive  ATC  systems,  includfe 


Tminal  Doppler  Weather  Radar,  surface  detection  equipment,  AutoTrac  autonnation,  and  solid-state 

■imary  and  secondary  radars.  Experience,  technology,  and  total  comnnitment.  Raytheon.  Commercial  and 

;fense  electronics,  engineering  and  construction,  aircraft,  and  appliances.       Rayt^  on 

Expect  c  -  at  things 


Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


NO  WAY  TO  RESCUE  THE  GREENBACK 
-AND  NO  NEED  TO 


KKLAX: 

Just  as  the 
dollar  fell  for 
sound  reasons, 
so  will  it 
revive.  Drastic 
fixes,  such  as 
returning  to 
the  gold 
standard,  are 
simply  folly 


Rudi  Dornbusch  is  professor 
of  economics  at  Massachusetts 
Institute  of  Tecfinology 


The  dollar  has  reached  all-time  lows 
against  the  Japanese  yen  and  the  Ger- 
man mark.  But  don't  woiry:  Reports  of 
the  greenback's  demise  have  been  vastly  ex- 
aggerated. There  is  nothing  that  can  be 
done — or  needs  to  be  done. 

Despite  large  swings,  the  dollar  has  been 
declining  against  the  yen  and  the  mark  for 
more  than  25  years.  Japan  and  Germany  have 
performed  better  than  the  U.  S.  on  productiv- 
ity and  inflation  during  that  time,  and  they 
have  taken  a  more  conservative  fiscal  stance: 
Hence  the  steady  appreciation  of  their  cuiren- 
cies  against  the  buck.  Added  to  this  have 
been  the  gi"owing  indebtedness  of  the  U.  S. 
and  the  rising  net-creditor  status  of  Japan 
and  Germany. 

This  is  not  the  fii'st  time  the  dollar  has 
seemed  to  slip  into  a  bottomless  hole.  Of 
course,  the  dollar  won't  plunge  an  extra  20% 
or  30%,  as  though  it  were  the  lira  or  the 
peso.  The  e.xtent  of  the  dollar's  decline  so  far, 
however,  is  not  surprising. 
ASPIRIN  POWER.  Why  is  a  falling  dollar  no 
big  deal?  The  dollai-  has  not  really  dropped  so 
far — in  trade-weighted  teiTns,  the  depreciation 
has  been  barely  3.5%  since  December,  1994 — 
and  there  have  been  large  offsets  to  the 
weakness  against  the  yen  and  mark.  The  Ca- 
nadian and  Mexican  cui-rencies  have  both  de- 
preciated against  the  dollar.  The  trade  effects 
are  muted  on  Gemiany  because  most  of  its 
trade  is  with  Europe  or  in  competition  with 
Japan  in  developing  markets.  And  as  for  Ja- 
pan, the  yen's  appreciation  has  kept  a  rival 
producer  at  bay.  The  upshot  is  that  not  much 
has  happened — for  growth  or  inflation — and 
certainly  not  enough  to  divert  interest-rate 
policy  from  its  piimaiy  responsibility,  which  is 
price  stability  with  steady  growth. 

Whenever  key  currencies  move  sharply, 
hard-money  gurus  demand  a  return  to  the 
gold  standard,  and  more  moderate  refonners 
call  for  a  "new  Bretton  Woods."  We  don't 
need  gold,  thank  you.  The  past  decade  bears 
vvdtness  that  central  banks  around  the  world 
are  taking  inflation  seriously.  In  the  U.  S.  par- 
ticularly, fighting  inflation  before  it  strikes — 
like  taking  an  aspirin  before  you  get  a  head- 
ache— does  wonders  for  monetary-policy 
perfoiTnance.  Likevrise,  a  new  Bretton  Woods 
agreement — on  fixed  rates  and  common  mon- 
etary policy — ^just  isn't  an  option,  even  if  it 
were  a  good  idea.  Since  the  Europeans  can't 
keep  their  cun-encies  fixed,  there's  no  reason 


to  think  a  North  Atlantic  fix  is  workab! 

A  more  moderate  option  for  stabilizing  cu 
rencies  is  coordinated  iniervention:  Get  in 
the  cun-ency  market  with  strength  and  i 
flict  deep  wounds  on  speculators  by  throwi: 
billions  at  them.  The  notion  of  a  new  coon 
nated-intervention  agi'eement,  like  the  19( 
Plaza  and  Louvre  accords,  is  just  a  pi 
dream.  Unless  central  banks  enlist  interes 
rate  policy  to  support  their  interventio 
drawing  lines  in  the  sand  won't  work. 

True,  there  is  evidence  that  interventl 
alone  may  have  at  least  short-lived  effec 
particularly  if  it  hits  an  uncertain  market  la 
in  the  afternoon  with  all  central  banks  stan 
ing  firm  when  exchange  rates  have  gone  wi 
But  none  of  these  conditions  are  met  todi 
More  likely,  we  vdll  see  Brnissels  eager 
get  its  hands  once  again  on  European  men 
taiy  issues,  now  that  its  initiative  on  a  coi 
mon  currency  is  on  the  rocks.  No  surprise 
seizes  on  the  dollar:  To  a  man  with  a  harami 
everything  looks  Hke  a  nail. 

Is  all  this  too  complacent?  Won't  U.  S.  inf 
tion  rise?  Won't  Japan  and  GeiTnany  collap 
under  the  weight  of  appreciation?  Won't  ce 
tral  banks  dump  the  trillions  of  dollar-deno 
inated  assets  they  have  traditionally  he! 
Germany  can  cope  well,  but  the  same  is  n 
true  of  Japan,  where  such  concerns  are  am 
ly  justified.  Its  anemic  economy  stumbles  fa 
one  recession  to  another,  with  reprieves  o: 
from  projects  such  as  public  works  follovd 
an  earthquake. 

BIG  BUBA?  Japan's  strong  yen  may  be  driv 
by  its  trade  surpluses,  but  that  is  hardh 
cure,  since  the  weakening  of  the  econo: 
reduces  the  level  of  imports  even  faster  th 
the  loss  of  competitiveness  raises  them.  Jap 
needs  a  cut  in  interest  rates — dovm  to  zero 
to  cope  vrith  pervasive  bankruptcy  and  slai 
Fed  Chairman  Alan  Greenspan's  drivi 
short-term  rates  down  to  3%  cured  the  U. 
economy.  Japan's  dead-in-the-water  econor 
with  falling  prices  needs  some  of  the  sai 
medicine. 

Don't  worry  about  the  dollar  losing  its  st; 
us.  That  alarm  rings  every  time  the  cuiren 
slides.  Soon,  the  dollar  will  take  an  uptui 
and  people  will  be  happy  they  did  not  jui 
ship.  Over  time,  the  greenback  has  had  riv 
as  a  reserve  cuirency,  but  we  are  nowhel 
near  a  time  when  the  world  wants  to  entn| 
all  its  assets  to  Japan's  Finance  Ministi-y 
even  to  the  Bundesbank. 
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We  have  nothing  against  Microsoft®  Office.  And  expedite  the  budget  process  by  having  all  parties 

if  you're  an  individual  who  works  alone,  then  work  on  the  same  spreadsheet  simultaneously, 

you  probably  have  nothing  against  it  either.  Or  being  able  to  create  a  database  filled  with  new 

However  (and  it's  a  big  however),  if  you  think  product  information,  sales  presentations  and 
the  most  productive  way  of 


working  is  by  communicating, 
collaborating  and  sharing 
information  with  other  people, 
you  need  the  only  business 


NotesSuite  For  Team  Computing 


NotesSuite  is  five  leading  desktop  applications  specifically 
tailored  to  the  needs  of  team  computing -1-2-3  spreadsheet, 
Ami  Pro'  word  processor,  Approach  database.  Freelance 
Graphics"  and  Organizer"  personal  information  manager. 
They're  integrated  with  Lotus  Notes,  the  groupware  standard. 
It's  changing  the  way  companies  work,  because  it's  changing 
the  way  people  work.  Together. 


solution  created  to  make  teams  more  productive.      customer  profiles  that  can  be  accessed  remotely 


Introducing  Lotus®  NotesSuite!'^  The 
powerful  new  combination  of  SmartSuite',  our 


and  updated  continuously  by  members  ot  a  sales 
team  no  matter  where  they  happen  to  be.  People 


five  leading  business  software  applications  for  the  and  groups  of  people  will  feel  empowered.  Because, 

desktop,  integrated  with  Lotus  Notes",  the  group-  for  the  ver)'  first  time,  they  will  be  empowered, 

ware  standard  that  helps  everyone  communicate  To  find  out  more  about  how  Lotus 

across  the  enterprise  and  around  the  world.  They're  NotesSuite  is  helping  successful  companies 

optimized  for  the  computing  needs  of  teams,  become  more  competitive,  get  our  free  video, 

whether  it  be  a  team  of  two,  of  1282,  or  even  more.  "Team  Computing:  The  Art  and  Science  of 

With  The  Team  Computing  Benefits  Of  Collaboration''  by  calling  i-8oo-trade-up, 


NotesSuite  You  Will  Fully  Realize  The      extension  A7o6^  Your 


Lotus. 


Potential  Of  Your  People.  Everyone,  at  every      company  can  be  using  ,•  rp 


level,  will  be  a  contributor,  a  collaborator,  a  true 
colleague.  Imagine,  for  example,  being  able  to 


the  new  Lotus  NotesSuite  for  as  little  as  $299.*'*^ 
Do  it  today,  the  team  is  counting  on  you. 


'In  Canada  call  1-800-GO-LOTUS.  Allow  4-6  weeks  for  delivery  of  your  free  vuteo.  "$299  per  user  license  for  Lotus  NotesSuite  Desktop.  Mnninuin 
purchase  of  fifty  licenses  required.  Internet  address:  http;//www.lotus.com.  <ol995  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA 
02142.  All  rights  reserved.  Lotus,  Working  Together,  Lotus  Notes,  SmartSiiite,  l-2-.i  .Ami  Pro,  .Approach  and  Freelance  Graphics  arc  registered  trademarks 
and  NotesSuite  and  Organizer  arc  trademarks  of  Lotus  Development  Corporation.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation. 


Economic  Trends 


BY  GENE  KORETZ   

LAST  YEAR'S  NICE 
JOB  SURPRISE 

New  U.  S.  data  show  a  bigger  gain 

A coming  benchmark  revision  of  na- 
tionwide job  gi'owth  in  1994  should 
show  greater  overall  gains,  but  some 
deceleration  late  in  the  year.  That's  the 
message  economist  Mark  M.  Zandi  of 
Regional  Financial  Associates  draws 
from  recent  Labor  Dept.  revisions  of 
state  employment  data  (chart). 

Each  year,  as  the  government  issues 
monthly  estimates  for  national  payroll 
employment,  every  state  comes  up  with 
estimates  for  its  own  bailiwick.  Although 

FASTER  JOB  GROWTH  IN  1994, 
BUT  A  SLOWING  AT  YEAREND 
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these  estimates  are  based  on  similar 
data,  states  use  different  techniques  to 
coiTect  for  jobs  created  by  new  busi- 
nesses that  payroll  surveys  may  miss. 

The  upshot  is  that  the  sum  of  the 
states'  tally  often  diverges  significantly 
fi-om  the  more  publicized  national  num- 
ber. It  is  only  after  both  are  revised — 
based  on  more  complete  payi'oll  data — 
that  the  two  measures  are  brought 
more  closely  into  hne. 

That  is  now  taking  place.  The  simi  of 
the  states'  numbers,  which  came  to 
114.3  million  jobs  in  December,  has  been 
revised  up  to  115.6  million.  And  that, 
says  Zandi,  suggests  that  the  yeai'end 
national  total  of  115.1  million  will  be 
raised  by  some  600,000  when  the  na- 
tional benchmai'k  re\ision  is  released  in 
June — pushing  up  average  job  growth 
for  1994  to  2.8%  from  2.6%. 

The  state  revisions  show  only  Ha- 
waii suffering  a  job  decline  on  an  aver- 
age basis  in  1994.  The  Rocky  Mountain 
states  posted  the  fastest  gi-owth,  while 
the  most  sluggish  were  New  York,  Con- 
necticut, CaKfoiTiia,  Rhode  Island,  Penn- 
sylvania, and  New  Jersey. 

The  new  data  also  suggest  that  job 


gi'owth  began  slowing  late  last  year — a 
view  supported  by  the  upwai'd  trend  of 
weekly  unemployment-insiu-ance  claims 
since  December,  and  the  recent  decline 
in  the  Conference  Board's  help-wanted- 
advertising  index. 


FARM  WOES 
PLAGUE  CHINA 

Food  sliortages  tlireaten  inflation 

Some  25  yeai-s  ago,  China's  pathbreak- 
ing  agiicultural  reforms  produced  a 
30%'  increase  in  gi'ain  output  in  just  half 
a  decade.  But  recently,  a  drastic  lomup 
in  food  prices  exacerbated  by  natural 
disasters  has  exposed  festering  prob- 
lems in  the  nation's  agi-icultural  sector. 

Since  1990,  annual  gi-owth  rates  of 
industrial  output,  gi'oss  domestic  prod- 
uct, and  population  have  averaged 
22.8%,  11.4%,  and  1.16%,  respectively. 
Grain  output,  however,  has  edged  up 
an  average  of  only  0.1%-. 

According  to  economist  Guocang 
Huan  of  J.  R  Morgan  &  Co.,  several  fac- 
tors ai'e  beliind  tWs  dismal  perfomiance. 
GoveiTunent  investment  in  agi-iculture, 
mainly  in  infrastructure,  has  fallen 
sharply,  from  over  13%  of  total  fixed 
investment  in  1978  to  1.8%-  last  year. 
Use  of  agi^icultural  technology  is  lag- 
ging, and  fanners  have  been  scjueezed 
by  high  input  inflation  (particularly  for 
capital  goods),  rising  taxes  and  consu- 
mer prices,  and  Hmits  on  gTain  prices. 

Meanwhile,  cultivated  land  has  fallen 
by  about  2.7%  since  1985,  in  the  wake  of 
rapid  urbanization,  real  estate  develop- 
ment, deteriorating  infi-astnactiu-e,  and 
natm-al  disasters.  And  millions  of  farm 
workers  ai-e  seeking  better  jobs  in  rural 
industries  and  coastal  industrial  areas. 

Last  yeai',  China  shifted  fi'om  being  a 
net  grain  exporter  to  being  a  net  gi'ain 
importer.  It  now  plans  to  step  up  agi'i- 
cultural     invest-  ^^"""""i^^^"^ 


ment,  limit  local 
taxes  on  farmers, 
and  cap  jjrices  on 
farm  machinery. 
But  unless  it  de- 
velops a  compre- 
hensive long-term 
strategy  to  boost 
gTain  output  and 
faiTn  productivity, 
warns  Huan,  its 
economic  future 
may  be  threatened 
by  chronic  food 
shortages  and  high 
inflation. 
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THIS  EXPANSION 
MAY  HAVE  LEGS 

An  omen  of  cyclical  longevity 

Some  years  ago,  economist  Philip  Ca- 
gan  of  Columbia  University  discov- 
ered an  interesting  coiTelation  between- 
interest-rate  movements  and  the  dur- 
ability of  cyclical  expansions.  Specifical 
ly,  the  longer  the  rates  continued  to  de- 
cline after  a  recoveiy  stalled,  the  longer 
the  expansion  tended  to  last. 

In  updating  this  analysis,  Columbia's 
Center  for  International  Business  Cycle 
Reseai-ch  has  found  that  the  best  con-e 
lation  is  provided  by  the  commercial 
bank  prime  rate.  Since  the  prime  didn't 
touch  bottom  in  the  ciurent  recovery 
until  Febmary,  1994 — 35  months  after 
the  recession  ended — this  suggests  that 
the  expansion  should  last  thi-ough  1996 
if  the  historical  relationship  holds. 


MORE  WOMEN 
ON  THE  DOLE? 

Not  in  the  '80s,  says  a  recent  study 


rat 


The  popular  view  is  that  welfare  de 
pendence  among  American  womeit" 
rose  in  the  1980s.  But  a  new  study  bj 
economists  Peter  Gottschalk  of  Bostoi''S 
College  and  Robert  Moffitt  of  Browr 
University  finds  no  increase  in  depen 
dency  at  all. 

The  researchers  compai'ed  the  histo 
ries  of  representative  samples  of  U.  S 
women,  age  15  to  44,  at  the  start  o 
two  periods,  1974-'80  and  1981-'87.  Ii 
each  seven-year  period,  they  calculatec 
both  the  total  time  spent  on  welfan  gle-: 
and  the  share  of  income  derived  front 
weLfai'e  by  the  entii-e  gi"oup.  They  fouiM  |^( 
no  significant  difference  in  the  tw([| 
groups'  time  spent  on  welfare,  whil<uj. 
welfare  payments  as  a  share  of  incom( 
actually  ch'opped,  fi-om  2.7%.  in  the  1970; 
to  2.5%  in  the  1980s.  They  also  found  nl- 
increase  in  the  average  length  of  indi  ^ . 
vidual  spells  of  welfare  dependency,  iast 
To  be  sm-e,  the  reseai'chers  did  find  ipt^j 
rise  in  welfare  dependency  amonj]'.].^j 
younger  women  aged  15  to  24,  a  tren(  , 
they  attributed  to  a  tendency  in  thi  ' 
group  to  go  on  welfare  at  an  earlie^'' 
age  in  the  1980s.  But  this  was  offse''^^^ 
by  shifts  in  dependence  among  olde'''- 
women.  Contrary  to  popular  percept 
tions,  conclude  Gottschalk  and  Moffitlj.jf 
"overall  welfare  dependency  amon;,pj[j 
women  does  not  appear  to  have  irjj,.^ 
ci'eased  in  the  1980s."  jf'^ 
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HE  FED'S  SQUEEZE  PLAY 
S  CRIMPING  HOUSING 


^lfRlv?n  When  is  a  house  not  a  home? 

When  economists  start  look- 
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f  at  it.  Then  it  becomes  a  source  of  jobs  for  carpen- 
•s  and  masons,  a  reason  consumers  buy  furniture 
i  appliances,  and  a  generator  of  utility  and  mainte- 
nce  bills.  Add  it  all  up,  and  some  15%  of  all  econom- 
activity  revolves  around  the  housing  sector 

Housing  is  also  something 
more.  It's  always  the  first  sec- 
tor to  bend  to  the  will  of  the 
Federal  Reserve.  When  inter- 
est rates  were  low  in  1993  and 
early  1994,  residential  con- 
struction alone  contributed 
10.5%  of  the  increase  in  real 
gi'oss  domestic  product,  not  to 
mention  all  the  secondary  im- 
pacts. Since  the  first  quarter 
of  1994  when  the  Fed  started 
lift  rates,  homebuilding  has  flattened  out,  contribut- 
f  nothing. 

rhis  year,  housing's  performance  will  help  determine 
M  successful  the  Fed  will  be  in  biinging  the  economy 
for  a  soft  landing.  That's  because  the  latest  news  on 
rable  goods  shows  that  capital  spending  is  still  flying 
;h.  And  the  evidence  remains  mixed  on  whether  the 
:ent  consumer  slowdown  is  temporary  or  lasting. 

BE  SURE,  housing  is  feeling  a  tug  from  the  Fed's 
ren  rate  hikes  in  the  past  14  months.  Sales  of  new 
gle-family  homes  held  up  suiprisingly  well  last  year, 
:  they  tumbled  14%  in  Februaiy  to  an  annual  rate  of 
1,000.  Sales  are  now  20%>  below  a  year  ago. 
Home  buying  fell  in  all  regions,  and  sales  in  the  West 
mmeted  28.5%,  partly  reflecting  CalifoiTiia's  heavy 
ns  and  flooding.  The  February  drop  left  builders 
-h  a  7.7  months'  supply  of  unsold  homes,  the  most 
ce  the  tail  end  of  the  last  recession  four  years  ago. 
Existing  home  sales  are  also  taking  a  big  liit.  Resales 
•pped  5%  in  Febmary,  to  an  annual  rate  of  3.43  mil- 
i,  the  lowest  pace  in  2)4  yesas.  The  decline  is  evident 
oss  all  regions,  but  again  the  West  has  fallen  the 
st,  with  sales  down  18.9%  from  a  year  ago. 
^hat's  not  to  say  that  housing  is  falling  out  of  bed. 
nically,  the  recent  bond-market  rally,  which  has 
;hed  down  long-term  interest  rates  in  response  to 
IS  of  an  economic  slowdown,  is  actually  helping  to 
p  up  home  buying  (chart). 

Mortgage  applications  to  buy  a  home  have  surged 
>%  from  mid-January  to  mid-March.  That's  right  at 


the  time  when  rates  on  a  fixed,  30-year  mortgage  were 
slipping  below  9%  for  the  first  time  in  nearly  4  months. 
The  lending  rise  suggests  that  sales  for  both  new  and 
existing  homes  probably  will  stage  a  rebound  in  one  or 
two  of  the  spring  months. 

But  any  rebound  may  be  short-hved,  since  interest 
rates  can  cany  home  buying  only  so  fan  The  other  key 
factor  is  income — and  the  Fed  is  looking  to  hold  down 
job  and  income  growth  to  keep  inflation  modest.  If  the 
Fed  is  successful,  the  trend  in  housing  will  remain 
lackluster  over  the  course  of  1995. 

Already,  builders  are  tabling  new  projects — not  sui-- 
pi'ising  given  the  heavy  inventory  of  unsold  homes. 
The  Commerce  Dept.  revised  its  data  on  building  per- 
mits to  show  a  1.2%  drop  in  February,  instead  of  a 
0.6%  fall.  And  the  F  W.  Dodge  Div.  of  McGraw-Hill  Inc. 
reports  that  the  value  of  new  residential  building  con- 
tracts fell  2%  in  Febmary.  Total  contracts  rose  5%, 
boosted  by  business  construction  and  public  works. 

THE  LATEST  JUMP  in  consumer  optimism,  though, 
adds  to  the  debate  over  whether  or  not  the  Fed  is 
achieving  its  slowdown  goal.  One  hour  after  Fed  offi- 
cials sat  down  to  their  Mar.  28  policy  meeting,  at 
which  they  agi-eed  to  leave  rates  alone  for  now,  the 
Conference  Board  reported  that  its  index  of  consum- 
er confidence  rose  to  101  in  March,  from  99.4  in  Feb- 
ruary. The  high  level  is  consistent  with  a  "reason- 
ably strong"  economy,  says  the  Board. 

However,  consumers'  view 
of  the  economy  is  diverging 
by  a  widening  margin  when  it 
comes  to  assessing  the  pre- 
sent vs.  the  future  (chart). 
The  Conference  Board  said 
the  current-conditions  compo- 
nent of  the  confidence  index 
climbed  to  117.1  from  112.2 
in  February,  while  expecta- 
tions about  the  future  slipped 
for  the  second  consecutive 
month,  falhng  to  90.2  from  90.8. 

Buying  plans  rose  in  Mai-ch,  after  sliding  in  Febmaiy. 
Plans  may  have  picked  up  because  hiring  remains 
healthy.  The  Board  said  that  23%  of  consumers  tliink 
jobs  are  "plentiful."  That's  up  from  recent  months. 

Moreover,  the  eventual  receipt  of  delayed  tax  re- 
funds could  provide  some  consumers  with  the  cash  to 
keep  on  spending.  The  Internal  Revenue  Service  is 
trying  to  detect  fraudulent  tax  returns  by  matching  up 
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Social  Security  numbei's.  So,  through  Mar.  10,  the  pro- 
cessing of  4.6  million  tax  returns  had  been  delayed,  and 
refunds  were  ixinning  about  $5.9  biUion — or  20%^ — below 
last  year's  pace. 

THE  IRS  has  already  begun  to  mail  out  refunds  to 
those  who  filed  in  January.  And  if  those  consumers 
spend  the  bulk  of  their  refunds  quickly,  the  Apiil  and 
May  retail  sales  data  could  show  a  big  pop. 

Or  maybe  not.  High-income  taxpayei-s  wiD  be  wi-iting 
out  a  bigger  check  to  Uncle  Sam.  Because  641,000  of 
the  wealthiest  taxpayers  chose  to  divide  the  1993  tax 
hike  into  three  installments,  they  will  be  paying  an 
extra  $4.2  billion  in  taxes  by  Apr  17.  That  will  decrease 
disposable  income. 

Some  signs  still  suggest  a  downshift  in  consumer 
spending.  In  addition  to  gi'owing  pessimism  about  the 
future,  jobless  claims  are  rising,  and  higher  pa>Tnents 
for  adjustable-rate  mortgages  ai'e  taking  a  bigger  chunk 
out  of  budgets.  These  yellow  lights  are  probably  why 
the  Fed  chose  a  wait-and-see  approach. 

If  spending  does  resurge,  the  central  bank  will  like- 
ly move  again  at  its  May  23  meeting.  Although  the 
Mar.  27  resignation  of  Governor  John  P.  LaWare  re- 
moves a  recent  inflation  hawk  ft'om  the  pohcy  com- 
mittee, the  Fed  probably  will  not  sit  still  if  recent 
slowdown  signs  prove  to  be  only  temporary. 

But  while  consumers  are  flashing  mixed  signals  about 
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CAPITAL  SPENDING 
REMAINS  HEALTHY 


their  future  spending,  another  key  sector  of  domest 
demand,  business  investment,  shows  few  signs  of  slov 
ing.  New  orders  for  durable  goods  fell  0.8%  in  Febn 
ary,  but  after  three  strong  increases. 

New  orders  for  nondefense  capital  goods  remained 
a  high  level  (chart).  They  edged  up  0.1%  in  Februai 
after  sui'ging  10.9%  in  January.  Industrial  machine] 
has  been  particularly  strong  in  early  1995,  advancii 
9.4%  in  January  and  1.5%  in  Febi-uaiy. 

Shipments  of  capital  goods 
also  have  been  robust,  indicat- 
ing that  business  investment 
was  a  solid  contributor  to  first- 
quarter  GDP  gi'owlh.  Although 
some  equipment  is  being  ex- 
ported, the  gain  shows  that 
companies  ai'e  spending  big  on 
producti\ity-enhancing  machin- 
ery, especially  computers. 

The  Fed  is  unlikely  to 
clamp  dowTi  on  signs  of  strong 
business  spending  because  such  outlays  cut  labor  cos' 
ultimately  easing  price  pressures.  But  consumers  a 
hkely  to  feel  a  bigger  squeeze  fi-om  tighter  moneta 
pohcy.  And  since  a  home  is  the  biggest  purchase 
family  makes,  the  housing  sector  and  all  of  the  relati 
spending  may  have  to  suffer  even  more  before  ti 
Fed  is  ready  to  stop  tightening. 
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THE  BUNDESBANK'S  BALANCING  ACT 


The  Bundesbank  should  feel 
pleased.  The  central  bank  has 
fostered  a  sound  economic  recov- 
ery and  lowered  inflation  while 
reining  in  money  gi'owth  and 
keeping  the  mark  rock-solid.  Now 
comes  the  tricky  part: 
holding  it  all  together 

After  keeping  a 
steady  hand  on  pohcy 
since  July,  the  Buba  is 
now  caught  between  a 
surging  mark  and  a 
decaying  inflation  out- 
look. Recent  wage  set- 
tlements, which  are 
raising  inflation  fears 
because  they  will  dou- 
ble wage  growth  to  4%,  argue  for 
higher  rates.  But  exporters  and 
pohticians  ai'e  clamoring  for  an  in 
terest  rate  cut,  womed  that  the 
mighty  mark  will  thwart  the  ex- 
port-led recoveiy. 


INFLATION  IS  TAME,  BUT 
PRESSURE  IS  RISING 


JAN  '93  MAR,  '95 

A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA  DRI/McGRAW-Hia.  BUSINESS  WEEK 


Despite  hints  of  a  rate  cut  by 
Bundesbank  President  Hans  Tiet- 
meyer — who  likely  meant  to  jaw- 
bone the  mark  lower — the  next 
rate  move  looks  to  be  up.  The 
mark's  muscle  will  hamper 

growth,  but  it's  not 
yet  a  threat  to  the  re- 
covery. Any  export 
slowdowTi  will  come 
gradually,  given 
strong  demand  in  Eu- 
rope and  eastern  Ger- 
many, especially  for 
capital  goods.  Firmer 
domestic  demand  will 
take  up  some  slack,  as 
business  investment 
and  consumer  spending  make  a 
bigger  contribution.  The  economy 
grew  2.4%  in  1994,  finishing  with 
a  surge  in  demand,  and  analysts 
expect  about  3%  this  year. 
While  the  higher  mark  may 


temporarily  lower  the  cost  of  im- 
ported materials,  the  more-than- 
offsetting  inflationary  jolt  from 
faster  wage  growth  will  last. 
Wage  gains  and  a  productivity 
slowdown  ft'om  '94 's  record  pace 
will  lift  unit  labor  costs.  Also,  fis- 
cal policy  will  tuiTi  stimulative  in 
'96.  February  producer  price  infla 
tion,  although  tame  at  1.8%,  hit  a 
three-year  high.  March  consumer 
inflation,  at  2.4%,  remains  above 
the  bank's  2%  target. 

The  Bundesbank  would  ease 
pohcy  only  in  a  full-blowm  curren- 
cy crisis,  such  as  a  plunge  in  the 
French  franc  if  Prime  Minister 
Edouai-d  Balladur  loses  the  May 
presidential  election.  But  given 
the  strong  mark,  plus  below-tar- 
get  growth  in  the  key  M3  money 
supply,  the  Buba  can  at  least  de- 
lay what  appears  to  be  an  inevits 
ble  tightening. 
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When  you're  looking  for  growth, 
think  long  term. 


Kids  have  a  way  of  growing  up  so  suddenly.  You 
get  out  the  measuring  stick  and  you  realize  they've 
sprouted  several  inches  right  under  your  nose. 

Mutual  funds  can  work  the  same  way.  People  who 
invest  tor  the  long  term  with  the  right  nnMiey 
manager  can  suddenly  find  that  their  investments 
'have  grown  while  they  were  hus>'  thinking  about 
other  things  — like  work,  or  their  kids. 

At  Nicholas-Applegate,  we  have  two  domestic  stock 
tunds  tor  pet:)ple  like  you.  Both  are  managed  with  a 
proprietary  system  we've  devek^ped  to  identify  stocks 
we  believe  to  be  on  the  verge  of  rapid  price  growth. . . 


Emerging  Growth  Portfolio  invests  in  dynamic 
"small  cap"  companies  with  less  than  $500  million  m 
total  stock  market  value. 

Core  Growth  Portfolio  emphasizes  more  estab- 
lished companies  with  over  S50(l  million  m  total 
stock  market  value. 

So  it  you'd  like  to  find  out  how  Nicholas-Applegate 
can  make  things  grow  tor  you,  please  give  us  a  call. 
We'll  send  you  a  tact  kit  with  a  prospectus  containing 
more  complete  information,  including  charges  and 
expenses,  to  read  carefully  before  you  invest.  Call 
toda\  1-800-551-8043. 


Nicholas 


Applegate  iiiiitual  fluids 


Nicholas-Applegate  Securities,  Distributor   600  West  Broadway,  30th  Floor   San  Diego,  CA  92101 
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THE  REPUBLICANS 


A  GRAND  OLD 
BRAWL 


Front-runner  Dole 
acts  like  he  has  the 
nomination  sewed 
up.  He  doesn't 

Saturday,  Mar.  25,  found  Senate 
Majority  Leader  Bob  Dole  doing 
what  comes  naturally:  talking  pol- 
ities to  a  gToup  of  fiiendly  execu- 
tives. Dole  dropped  by  an  American 
Textile  Manufacturers  Institute  meet- 
ing in  Palm  Beach,  vowing  to  give  the 
nation  the  steadfast  leadership  he  feels 
it  lacks  under  Bill  Clinton.  "There's  one 
more  call  to  ser\ice  for  my  generation," 
Dole  said  gi-avely,  "one  more  mission." 

The  crowd  loved  it.  "He  looks  like  a 
President,  he  acts  like  a  President — 
and  he's  going  to  be  a  President," 
gushed  Senator  Lauch  Faircloth  (R- 
N.  C),  who  introduced  the  Kansan.  Dole 
paused  only  biiefly  to  bask  in  the  ac- 
claim. Then,  a  car  whisked  him  off  for  a 
weekend  of  r&r  at  his  nearby  condo. 

Perhajis  Dole  would  have  been  better 
advised  to  chuck  his  cabana  outfit  and 
book  a  flight  to  New  Hami:)shire.  Be- 
cause while  he  savors  the  leisurely  life 
of  the  front-runner,  rivals  for  the  '96 
Republican  nomination  are  planting  dy- 
namite under  his  chaise  lounge.  Dole, 
who  is  set  to  enter  the  race  on  Apr. 
10,  leads  the  (;op  field.  But  he  is  coming 
under  increasing  pressure  fi'om  the  GOP's 
left  and  right  flank.s — pressure  that 
could  yet  trigger  a  free-for-all  that 
might  deprive  Republicans  of  the  only 
candidate  they  have  who  bests  Presi- 
dent Clinton  in  the  polls.  Dole  led  Clin- 
ton, 52%  to  447f,  in  a  recent  Lo.s  A^i- 
geles  Times  matchup. 

The  fiei-cest  challenge  comes  fi-om  the 
right,  where  Texas  Senator  Phil  Gramm 
is  hustling  hard.  Take  Florida.  While 
Dole  coasted,  Gramm  blitzed  the  state. 


Over  two  days,  he  stopped  in  Miami, 
Orlando,  Tampa,  and  Naples  before  fly- 
ing to  San  Diego  to  give  a  rousing  Sun- 
day speech  to  the  archconservative  Cal- 
ifornia Republican  Assembly. 

To  complicate  matters.  Dole  now  fac- 
es heavyweight  competition  from  the 
moderate  side  of  the  party.  During 
Dole's  Florida  sojourn.  California  Gov- 
ernor Pete  Wilson  kicked  off  an  East 
Coast  tour  that  included  New  Hamp- 
shire. Wilson  is  itching  to  join  the  race, 
casting  himself  as  a  pol  who  reinvented 
government  while  Dole  and  Gramm 
wei-e  jawing  about  it  in  Congress. 
EARLIER  PRIMARIES.  Theoretically,  there 
is  no  problem  with  Republicans  having 
three  top-ranked  contenders.  (Also  in 
the  wings:  former  Tennessee  Governor 
Lamar  Alexander,  Senators  Richard  G. 
Lugar  of  Indiana  and  Arlen  Specter  of 
Pennsylvania,  and  TV  pundit  Patrick  J. 
Buchanan.)  But  the 
squeeze  on  Dole  is  a 
challenge  to  go?  power 
brokers'  hopes  that  the 
contest  could  be  settled  quickly  and 
bloodlessly.  To  promote  that  end,  the 
paity  front-loaded  its  nominating  pro- 
cess, moving  up  such  key  primaries  as 
New  York  (Mar.  7)  and  Califoraia  (Mar. 
2(3).  The  result:  In  a  six-week  span,  70% 
of  all  delegates  will  be  awarded. 

At  first  glance.  Dole  seems  ideally 
suited  for  the  standard-bearer's  role. 
The  Majority  Leader's  job  gives  him 
massive  exposure.  And  though  he  is  a 
jH-agrnatist,  he  has  made  his  peace  with 
right-wingers  by  bacldng  a  capital-gains 
tax  cut  and  hardening  liis  stance  on  gxm 
control  and  set-aside  programs  (table). 

Dole  has  jumped  on  the  downsizing- 
government  bandwagon,  calling  for  the 
elimination  of  four  Cabinet  departments. 
And  though  he  considers  the  House  GOP 
Contract  With  America  gimmicky,  he 
has  stniggied  to  push  its  provisions  in 
the  more  moderate  Senate.  There,  he 
has  stumbled.  He  was  unable  to  pass 
the  House-approved  balanced  budget 


THE  BIG  THREE: 
WHERE  THEY 
STAND  ON 
THE  ISSUES 
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amendment  and  lacks  the  votes  to  er 
term  limits  or  a  big  tax  cut.  "If  E  :-to 


can't  deliver,  it  will  come  back  to  ha 
him,"  says  Rice  University  political 
entist  Earl  Black. 

Dole  still  is  stinggiing  to  shape 
message.  His  speeches,  rambhng  pae 
to  "leadei'ship,"  lack  a  clear  ratioi 
for  Ms  candidacy.  But  that  may  not  r 
ter  if  Ws  political  strategy  works.  It 
pends  on  victories  in  Iowa  (Feb. 
and  New  Hampshire  (Feb.  20),  folio 
by  quick  wins  in  New  York,  South  ( 
olina,  and  Ohio,  where  he  has  snag  lootj 
key  endorsements.  "Voters  need  a 
son  to  dump  Dole  as  the  fi'ont-iTinn 
says  William  B.  Lacy,  Dole's  dep 
campaign  chairman.  "If  he's  positio 
as  a  moderate  conservative,  they  w 
find  it." 

Gramm,  conversely,  is  going  a 
hard-liners  by  styling  himself  as  Roi 


34  BUSINESS  WEEK  /  APRIL  10  1995 


APRIL  10,  1995 


PHIL  GRAMM 


NOiVIIC  POLICY  Asserts  he 
lash  domestic  programs.  Still,  he 
in  fought  for  Texas  pork,  such  as 
srcollider.  Backs  Contract  With 
1  tax  cuts,  but  says  tax  breaks 
)  be  paid  for.  One  source  of  sav- 
orporate  welfare"  subsidies. 

lAL  POLICY  Strong  foe  of  abor- 
t  doesn't  think  Congress  should 
)ortions  illegal.  Backed  California's 
cut  off  aid  to  illegal  immigrants, 
't  support  national  sanctions.  Prom- 
Drder  to  overturn  federal  affirmative- 
jles.  Opposes  all  gun  control. 

pagan's  heir.  No  matter  liow  far  Dole 
,  ifts  to  the  right,  Gramm  is  one  hop 
ead:  He  wants  to  freeze  discretion- 
i  spending,  chop  "corporate  welfare," 
d  ban  affirmative  action.  He  is  set  to 
mmer  Dole  and  Wilson  for  past  tax 
:es,  and  his  hard-edged  themes  reso- 
te  with  conservative  activists,  gim 
ners,   and   the   Christian  Right, 
amm's  first  hope  foi-  a  breakthrough 
Mew  Hampshire.  But  his  core  suppoi-t 
i  in  the  Mar.  12  Super  Tuesday  round 
Southern  primaries. 
KADDLE  CANDIDATE.  Wilson's  task  is 
i  !kier.  Relying  on  such  longtime  bene- 
;  tors  as  California  developer  Donald 
.:  Bren  and  Chevron  Corp.  CEO  Ken- 
s  h  T.  Derr,  he  aims  to  raise  .$18  mil- 
(ri  for  a  '96  run.  But  Wilson's  daw- 
ig  led  some  backers  to  sign  up  with 
Si'ier  candidates.  Among  them:  Bay 
iiifia  business  exec  Sam  Bamieh,  who's 


BOB  DOLEi 


►  ECONOMIC  POLICY  A  lifelong 
pragmatist.  Dole  often  has  backed 
budget  deals  that  raise  taxes.  Favors 
cuts  to  capital-gams  and  middle- 
class  taxes.  Failed  to  muster  Senate 
vote  for  balanced-budget  amendment. 

►  SOCIAL  POLICY  Opposes  abor- 
tion, though  anti-abortion  movement 
doubts  his  commitment.  Led  drive  to 
revamp  1994  crime  bill  by  stripping 
out  social  spending  and  toughening 
penalties.  Supports  affirmative  ac- 
tion, but  has  agreed  to  "review"  pref- 
erential hiring  policies. 

raising  money  for  Alexander.  "I  pleaded 
with  [Wilson]  not  to  ran,"  Bamieh  says. 
"He'll  embaiTass  himself."  Cash  aside, 
Wilson  needs  to  quickly  build  an  infra- 
stnicture  in  states  where  he  has  spotted 
ojjponents  a  year's  lead  time.  (jOP  pros 
say  his  past  reliance  on  massive  media 
campaigns  won't  be  much  help  in  Iowa 
and  New  Hampshire,  where  gTassroots 
organizing  is  key. 

Still,  Wilson  squeezes  Dole  by  appeal- 
ing to  his  centrist  constituency.  As  an 
abortion-rights  champion,  he  hopes  to 
mobilize  suburban,  pro-choice  voters.  At 
the  same  time,  he  apjjeals  to  hard-liners 
with  tough  positions  on  crime,  immigi-a- 
tion,  and  racial  quotas.  This  left-right 
fusion  may  not  play  well  in  New  Hamj)- 
shire,  though,  so  Wilson  will  have  to 
break  through  in  Massachusetts  or  a 
moderate  Midwestern  state  if  he  is  to 
be  viable  by  the  time  the  Califomia  pri- 


PETE  WILSON 


►  ECONOMIC  POLICY  Has 

pushed  for  deep  spending  cuts — 
accompanied  by  tax  hikes.  His 
1991  $7.5  billion  tax  increase  still 
infuriates  right-wingers.  He  has 
tried  to  mollify  critics  by  cham- 
pioning a  15%  state  tax  cut. 

►  SOCIAL  POLICY  Pro  choice, 
has  backed  gay-rights  measures 
and  some  forms  of  gun  control.  As 
governor,  led  drives  for  tough  man- 
datory-sentencing laws,  welfare 
cutbacks,  and  deep  slices  in  edu- 
cation. Backed  Proposition  187. 

maiy  rolls  around.  "Wilson  is  the  Strad- 
dle Candidate,"  says  John  Petrocik,  a 
political  scientist  at  the  University  of 
California  at  Los  Angeles.  "At  heart, 
he's  a  moderate,  [but]  he  can  talk  about 
the  same  social  policies  that  Buchanan 
talks  about  and  not  seem  polarizing." 

With  the  stakes  rising,  it  won't  be 
long  before  Dole,  Gramm,  and  Wilson 
stall  duking  it  out.  The  most  likely  to 
begin  the  brawl:  the  pugnacious  Gramm. 
He  "may  try  to  make*  the  contest  into 
an  ideological  war  because  he's  telling 
consei-vatives  he's  the  real  McCoy,"  says 
GOP  pollster  Fred  Steeper.  If  that  hap- 
pens, all  bets  on  a  safe  and  sane  Fiepub- 
lican  primaiy  season  are  off.  And  Bob 
Dole's  stately  procession  to  the  nomi- 
nation could  turn  rocky  indeed. 

By  Lee  Walczak  in  Washington,  ivith 
Richard  S.  Dunham  in  Palm  Beach 
and  Eric  Schine  in  San  Diego 
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A  LONG  ROAD  BACK 


►  SOLIDIFY  DEMOCRATIC  BASE  around 
such  issues  as  striker  replacement, 
breast-cancer  research,  nutrition  pro 
grams,  and  family  leave. 


says, 

GOP 

clear 
what 


was  that  th 
developed  . 

message  ' 
it  stood  for  - 


S  IS  KNOWN 
AS  SOMETHING  OF  4> 
AHEAD-KNOCKER 


►  BUILD  BRIDGES  to  moderates  by  pro- 
moting job  training,  college-tuition  tax 
breaks,  and  education. 

►  BOOST  CLINTON'S  IMAGE  by  describing 
policies  as  people-friendly  while  tarring 
Republican  policies  as  extreme  and 
heartless. 

►  TARGET  KEY  STATES  for  White  House 
benefits.  California  will  get  lots  of  aid, 
and  long  shots  like  Georgia  will  get  ear- 
ly attention. 

►  FORESTALL  A  PRIMARY  CHALLENGE  with 
early  fund-raising  and  organizing  pres- 
ence in  New  Hampshire  and  Iowa. 


POLITICAL  STRATEGIES 

HAROLD  IGKES  IS  TOUGH. 
TOUGH  ENOUGH  TO  REELECT  BILL? 

Clinton's  top  political  aide  has  to  reverse  a  string  of  failures 


It  was  the  fall  of  1994,  and  President 
Clinton's  health-care  refonn  plan  was 
on  life  support.  White  House  Deputy 
Chief  of  Staff  Harold  M.  Ickes  hated 
the  TV  ads  produced  by  media  consul- 
tant Mandy  Grunwald.  He  made  that 
painfully  clear  during  an 
expletive-laced  rant  at  an 
aide  to  First  Lady  Hillaiy 
Rodham  Clinton.  "He  popped  his  cork," 
shinags  a  colleague.  "But  that's  Harold." 

Mr.  Personality,  he's  not.  Nor  is  his 
track  recoi'd  aU  that  gi'eat.  Since  joining 
the  Wliite  House  in  January,  1994,  Ick- 
es has  fumbled  the  thi-ee  major  tasks  he 
has  been  assigned.  He  couldn't  control 
damage  fi-om  the  Whitewater  prohe.  He 
failed  to  win  passage  of  health  refomi. 
And  he  oversaw  the  President's  disas- 
trous midterm  election  strategy. 
"HARDHEADED."  Tckes  acknowledges  the 
failures.  "Tlu-ee  stnkes  and  you're  out?" 
he  chuckles  in  an  interview  in  his  Wliite 
House  office.  Not  exactly.  Rather,  Ickes 
has  drawn  his  toughest  assignment 
fi'om  the  President  yet:  getting  the  boss 
re-elected.  Why  Ickes?  Colleagues  say 
the  blunt,  no-nonsense  adviser  offsets 
Clinton's  lack  of  focus  and  follow- 
thi'ough  and  is  a  master  at  building  po- 
litical coalitions.  Says  Democratic  con- 


ELECTION  '96 


sultant  Robert  Shrum:  "He's  a  vei-y  ef- 
fective operative,  and  he  will  plan  a 
practical,  hardheaded,  and  systematic 
campaign." 

The  White  House  doesn't  hold  Ick- 
es, 55,  personally  responsible  for  his 
performance  to  date.  In- 
sider's say  he  signed  on  too 
late  to  contain  Whitewa- 
ter or  save  a  flawed  health  plan,  and 
that  the  midtenn  bloodbath  was  too  big 
to  lay  at  one  pei-son's  feet.  They  point  to 
his  savvy  in  running  Clinton's  1992  New 
York  primai-y  campaign  and  the  party 
convention.  Most  important,  he's  one  of 
the  few  aides  that  both  Clintons  trust 
totally.  "They  see  him  as  the  ultimate 
loyalist,"  says  one  adviser. 

But  loyalty  will  get  Ickes  only  so  far. 
His  organizational  talents  will  guarantee 
a  good  nuts-and-bolts  campaign,  but  Ick- 
es hasn't  helped  Clinton  find  a  message 
that  resonates  with  votere.  AVhile  a  Mai\ 
16-19  Washington  Post-ABC  News  poll 
indicates  that  the  President  has  made 
progress  in  portraying  himself  as  an 
ally  of  the  middle  class,  that  hasn't 
broadened  his  base  much  beyond  the 
43%  who  voted  for  him  in  1992. 

How  to  make  up  the  ground?  The 
lesson  from  the  midterm  rout,  Ickes 


i 


at 


smaller  gover- 
ment — and  repeat  d 
it  relentlessly.  No 
Clinton  hopes 
counter  the  GOP  wi! 
his  own  mant: 
"One  of  the  ma'i 
points  will  be,  h^ 
the  President  stair 
ed  to  move  the  cou- 
try  in  the  right  (j» 
rection?"  Ickes  sa; 

One  of  Ickes' m; 
tasks  is  to  head 
a  primary  challen; 
His  first  step:  b 
up  a  campaign 
chest.  While 
campaign  commit 
won't  be  set  up 
several  weeks,  Ickes  has  helped  sel( 
its  only  officer,  finance  director  Terer 
R.  McAuliffe,  who  vows  to  raise 
million  this  year. 

Ickes  also  hopes  to  rehabilitate 
debt-ridden  Democratic  National  Co 
mittee.  In  December,  he  persuaded  CI 
ton  to  appoint  Senator  Christopher 
Dodd  of  Connecticut  and  South  Carol; 
committeeman  Donald  L.  Fowler  as  D 
co-chairs — a  decision  that  drew  cr 
cism  within  the  paity.  Next,  he's  help: 
the  DNC  match  the  Republican  Part 
grassroots  operation  and  communis 
tions  capabilities. 
LIBERAL  BENT.  Ickes  seeks  to  rebu 
the  party  by  reaching  out  to  groups  .(.[^ 
organized  labor,  women,  and  mini 
ities — that  feel  abandoned  by  Clinto 
shifts  to  the  right.  His  experience  a 
labor  lawyer  with  close  ties  to  c: 
lights  leader  Jesse  Jackson,  not  to  m^ 
tion  his  liberal  leanings,  will  help, 
lobbied  Clinton  to  sign  an  order  b 
ring  federal  contractors  from  hiring 
placements  for  strikers,  arguing  tha' 
would  appeal  to  angry  blue-collai*  wo 
ere.  He  also  has  asked  Cabinet  memb 
to  assemble  a  list  of  pro-women  p 
gi'ams  for  Clinton  to  tout. 

Such  directives  likely  will  fuel  cr 
cism  fi'om  centrist  Democrats  that  Ic 
will  only  reinforce  Clinton's  hberal 
stincts — at  a  time  the  President  nei 
to  be  aggi'essively  courting  the  cen' 
Indeed,  mobilizing  liberals  while  rea 
ing  out  to  moderates  will  be  Ick 
toughest — some  say  impossible— cl 
lenge.  He  thinks  he  can  pull  it  off.  ] 
one  more  strike,  and  this  ball  ga 
probably  is  over. 

By  Susan  B.  Garland  in  Washingt 
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COMIVIENTARY 

By  Howard  Gleckman 


WELFARE  CUTS:  NOW.  IT'S  CORPORATE  AMERICA'S  TURN 


First,  kids  in  the  school  lunch  pro- 
gram took  a  hit.  Then,  welfare 
moms.  Now,  CEOs  who  have  been 
demanding  that  Congr^ess  slash  gov- 
ernment spending  may  fall  victim  to 
their  own  rhetoric.  Democrats  and 
Republicans  alike  are  about  to  take 
aim  at  some  of  the  tens  of  billions  of 
dollars  in  aid  business  receives  each 
year  in  tax  breaks  and  direct  subsi- 
dies. And  as  tough  as  that 
may  be  on  many  compa- 
nies, it's  about  time. 

The  White  House  got 
into  the  act  on  Mar.  28, 
when  it  proposed  eliminat- 
ing some  Small  Business 
Administration  subsidies. 
And  with  many  polls  I'egis- 
tering  public  opposition  to 
Republican  attacks  on  pro- 
grams for  the  poor  and 
middle  class,  the  GOP-domi- 
nated  Congress  soon  will 
follow.  In  early  April,  the 
House  plans  to  take  up  a 
bill  both  to  cut  taxes  by 
$189  billion  and  to  pay  for 
the  reductions  by  capping 
a  large  chunk  of  future 
outlays.  As  part  of  that  ef- 
fort, Budget  Committee 
Chairman  John  R.  Kasich 
(R-Ohio)  has  recommended 
trimming  nearly  $10  billion 
in  "corporate  welfare" — 
including  spending  on  the 
Export  Administration, 
the  Travel  &  Tourism  Ad- 
ministration, and  energy 
research. 

ATTITUDE  ADJUSTMENT.  In 

the  Senate,  Finance  Com- 
mittee Chairman  Bob  Pack- 
wood  (R-Ore.)  predicts  his 
panel  may  slash  business 
tax  breaks  to  reduce  the 
deficit  or  pay  for  other  tax 
cuts.  His  comments  signal  a 
major  departure  from  the  Republi- 
cans' pi-omise  to  oppose  such  "loop- 
hole closers."  Moreover,  Senate  resis- 
tance is  building  to  the  House's 
business  tax  cuts. 

Like  it  or  not,  gop  lawmakers  just 
about  have  to  clip  corporate  goodies 
if  they're  serious  about  balancing  the 
budget.  Without  such  cuts.  Republi- 
cans will  have  the  worst  of  all 
worlds:  They'll  fail  to  control  spend- 
l  ing,  and  then  they'll  have  to  explain 


to  voters  why  they  targeted  poor 
children  but  not  wealthy  coi-poi'a- 
tions.  "It  does  present  a  public-rela- 
tions problem,"  says  Stephen  Moore, 
director  of  fiscal  policy  studies  at  the 
libertarian  Cato  Institute. 

But  cutting  corporate  benefits  will 
have  more  than  symbolic  value. 
Cato  figures  that  the  federal  gov- 
ernment will  spend  $86  billion  this 


RR.  PROBLEM! 


If  Congress  spares 
business  but  trims  school  lunch 
subsidies,  how  will  voters  react? 


year  on  programs  ranging  from  pro- 
moting exports  for  Boeing  Co.  to 
providing  inexpensive  gx'azing  land 
for  cattle  ranchers.  Such  govern- 
ment interference  distorts  markets 
and  promotes  established  businesses 
over  more  cr-eative  stai'tups  with 
fewer  political  connections.  Ai-gues 
Labor  Secretary  Robert  B.  Reich: 
"There  is  an  efficiency  loss  from 
promoting  one  company  or  industry 
at  the  expense  of  another."  Plus, 


Cypress  Semiconductor  Corp.  ceo 
T.J.  Rogers  says:  "You  do  nothing 
but  hurt  the  economy  by  propping 
up  aihng  companies." 
ON  THE  BLOCK.  The  biggest  budget 
savings  still  must  come  from  entitle- 
ments such  as  Social  Security,  Medi- 
care, and  Medicaid.  But  the  rest  of 
the  budget — so-called  discretionary 
progi'ams  such  as  foreign  aid,  envi- 
'^^l^g^^^,^    ronmental  protection, 

'  ■   =   •     housing,  export  promotion, 
and  the  hke — already  is 
on  the  block.  After  pro- 
tecting the  Pentagon,  the 
House  GOP  hopes  to  spend 
just  $252  bilhon  for  all 
other  discretionary  pro- 
grams in  2000,  neai'ly  10% 
less  than  this  year.  That 
makes  corporate  subsidies 
a  huge  target. 

The  attack  on  business 
bennies  is  gaining  support 
among  thinkers  across  the 
pohtical  spectrum.  Cato 
has  a  hit  list.  So  does  the 
moderate  Democratic  Pro- 
gressive Pohcy  Institute, 
which  wants  to  cut  $231 
bilhon  over  five  years  in 
both  direct  spending  and 
tax  subsidies.  And  the  con- 
servative National  Taxpay- 
ers Union  has  joined  forces 
with  the  environmental 
gi'oup  Friends  of  the 
Earth  to  recommend  cut- 
ting $33  billion  in  special 
benefits  for  miners,  ranch- 
ers, and  utilities.  "A  subsi- 
dy is  a  subsidy  is  a  subsi- 
dy," says  lobbyist  Jill 
Lancelot  of  the  ntu,  which 
supports  deep  cuts  in  both 
taxes  and  spending. 

Business  lobbyists,  pre- 
dictably, are  gearing  up  to 
fight  back.  Says  Packwood: 
"The  problem  is  every  gi'oup  is  con- 
vinced that  they  ai'e  not  the  prob- 
lem." But  in  a  climate  of  deep  spend- 
ing cuts,  it's  only  fair  that 
business — no  less  than  welfare 
moms — be  weaned  off  of  subsidies. 
Besides,  opening  the  market  to 
greater  competition  rarely  is  a  bad 
idea. 

Gleckman  follows  the  budget  bat- 
tles in  Washington. 
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LOBBYISTS 


THE  COP  NEVER  MET  AN  INSURER 
IT  DIDN'T  LIKE 

The  industry  is  having  things  its  own  way  in  the  new  Congress 


When  Democrats  controlled  both 
ends  of  Pennsylvania  Avenue,  the 
insurance  industiy  was  continual- 
ly cast  as  a  villain  that  needed  to  be 
reined  in.  The  barons  of  Capitol  Hill 
threatened  to  repeal  its  antitrust  ex- 
emption and  scintinize  its  finances.  Even 
worse,  the  Clinton  Administration  made 
insurance  companies  the  heavies  in  its 
push  for  health-care  reform. 

That  all  changed  when  the  Republi- 
cans seized  control.  The  election  tidal 
wave  swept  away  much  of 
the  power  of  such  key 
Democratic  foes  as  fonner 
House  Judiciaiy  Commit- 
tee Chairman  Jack  Brooks 
of  Texas.  Now,  the  insur- 
ance industi-y  may  be  the 
biggest  beneficiary  of  the 
GOP's  new,  business-fiiend- 
ly  policies  (table). 
WISH  LIST.  For  starters, 
insurers  stand  to  gain 
from  sevei'al  planks  in  the 
House  GOP's  Contract 
With  America.  Tort  re- 
form could  reduce  their 
exposure  to  big  jury 
awaixls,  while  a  cut  in  cor- 
porate capital-gains  taxe- 
would  produce  a  windfall 
for  their  massive  invest- 
ment portfolios.  Plus, 
House  GOP  tax  bill  wui 
make  it  easier  for  the  in- 
dustry to  sell  insurance 
policies  that  pay  for  nursing-home  care. 

Next  on  the  wish  list:  Many  insur- 
ance lobbyists  are  counting  on  key  Re- 
publican allies  to  help  defeat  or  scale 
back  an  Administration  jjroposal  to  give 
banks  further  entree  into  insurance 
sales.  On  Mar.  27,  new  House  Com- 
merce Committee  Chairman  Thomas  J. 
Bliley  Jr.  (R-Va.)  introduced  a  plan  that 
would  allow  state  regulators  to  over- 
ride any  federal  rules  gTanting  banks 
the  right  to  sell  insurance.  Bankers  fear 
that  lobbying  efforts  by  insurance 
agents  will  prevail,  producing  an  unac- 
ceptable eventual  compromise.  "They 
have  the  clout  to  destroy  the  whole  pro- 
cess," laments  a  bank  lobbyist. 

It's  no  accident  that  the  insurers  are 
sitting  pretty  with  the  GOP.  They  have  a 


huge  campaign  war-  chest  of  $6.8  million, 
and  for  last  year's  elections  they  made 
nearly  half  of  their  contributions  to 
Republicans — more  than  most  other  in- 
dustries. Insui-ers  also  have  some  well- 
connected  Republican  ex-lawmakers 
going  to  bat  for  them.  One  example: 
former  Ohio  Representative  Willis  D. 
Gradison  Jr.,  who  heads  the  Health  In- 
surance Assn. 

Then  there's  the  poweiful  American 
Council  of  Life  Insurance.  Last  year,  it 


makers  to  cover-  ser'vice  and  nonpro 
companies,  too.  "All  our  suggestio 
wei'e  incorporated  into  the  final  [Hou 
bill,"  boasts  one  insurance  lobbyist 

Insurers  also  lobbied  to  guarant 
that  the  House  gop's  tax  bill  included 
cor'poi'ate  capital-gains  tax  cut.  Cuttii 
the  tax  would  help  all  business,  but 
would  help  insurers  moi'e  than  moi 
Citizens  for  Tax  Justice,  a  Washingt 
policy  group,  ligui'es  they  reaped  o 
fourth  of  all  coi'porate  capital  gains 
1991,  the  latest  data  available. 
GO  PRIVATE?  Life  and  health  insur 
also  may  cash  in  on  the  gop's  hopes 
replacing  federal  health  spending  w 
private  coverage.  "The  budget  cutt 
know  that  they're  really  going  to  ha!; 
to  attack  Medicare  and  Medicaid,"  sa|^ 
John  Rother-,  lobbyist  for  the  Amei'ici 
Association  of  Retired  Per-sons.  "Boo  - 
ing long-term  care  insur-ance  is  thcr 


GIVING  OUT  THE  GOODIES 

With  the  GOP  in  control  of  Congress,  1995  is  shaping  up 
as  a  banner  year  for  the  insurance  lobby: 


TAX  BREAKS  Under  the  House's  tax  bill,  insurance  com-^ 
panies  get  preferential  treatment  that  would  help  them 
market  lucrative  products,  such  as  long-term  care  policies 

ENVIRONMENTAL  RESPITE  One  likely  reform  to 
Superfund  legislation  would  allow  less-rigorous  cleanup 
of  polluted  sites  where  there  will  be  little  human  expo- 
sure— reducing  insurers'  liabilities 

TORT  REFORM  Insurance  lobbyists  succeeded  in 
extending  limits  on  legal  liability  for  negligent  behavio 
to  service  companies  and  nonprofits,  in  addition  to 

manufacturers 

A  House  measure  that  would  allow  sta 
regulators  to  restrict  insurance  sales  by  banks  could 
derail  the  Administration's  efforts  to  give  banks  broad 
entree  into  the  insurance  business 


r-eplaced  retiring  Pr-esident  Richaixl  S. 
Schweiker-  vrith  outgoing  South  Cai'olina 
Governor  Carroll  A.  Campbell  Jr-.,  a  for-- 
mer-  House  Republican  with  close  ties  to 
the  new  gop  leaders.  "Every  Republican 
in  town  will  r-etui'n  his  calls,"  sighs  an 
envious  bank  lobbyist.  Indeed,  the  ACLi 
risks  losing  Campbell  to  the  next  Pres- 
idential campaign:  BUSINESS  WEEK  has 
learned  that  Senate  Majority  Leader 
Bob  Dole  already  is  considering  Camp- 
bell as  a  ramning  mate. 

ACLI  officials  insist  Campbell  has  yet 
to  buttonhole  his  former  colleagues.  If 
so,  insur"er-s  are  doing  pr'etty  well  with- 
out him.  After  House  Republicans  intro- 
duced pr-oduct-liability  I'efoi-m  to  r-educe 
manufacturers'  exposui'e  to  punitive- 
damage  awards,  they  per'suaded  law- 


political  answer-."  Indeed,  the  GOP  R 
bill,  set  for-  a  House  vote  in  early  Ai% 
would  give  policies  that  pay  accelerajd 
death  benefits  or  cover  nur-sing-hc||£ 
care  the  same  tax-exempt  treatmilrt; 
that  health  iiisiu-ance  now  enjoys.  Thje 
moves,  which  would  cost  the  Treas|y 
$6.7  billion  over  six  year-s,  could  bcp 
sales  of  such  products  by  20%. 

To  be  sure,  the  industry's  gains 
the  House  could  be  reversed  by  Ser 
Republicans  more  eager-  to  cut  spem 
than  r-educe  taxes.  But  for  now,  ins 
ance  lobbyists  can  br-eathe  easy.  At  L 
when  they  head  for  Capitol  Hill,  t 
don't  have  to  wear  the  black  hats. 

By  Dean  Foust,  with  Mike  Mc. 
mee,  in  Washington  and  Tim  Stnar 
New  Haven,  Conn.  ' 


38  BUSINESS  WEEK  /  APRIL  10,  1995 


With  Up  To  S2,000  In 
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jurisdiction  over  the  elements.  And  yet  amidst  <i  1 1   this  LUXURY, 
value  has  its  place  —  PREVIA  is  more  allordable  than  last  year.** 

The  new  PREVIA  LE  S  /  CI .   Now  more  attainable  than  ever.  Clall  1-800-00- 
[^rS/C|  TOYOTA  lor  a  BROCHURE  and  the  location  of  your  NEAREST  DEALER 


®  TOYOTA  PREVIA 

1  Love  What  \'ou  Do  For  Me 


©1995  Toyota  Motor  Sales,  U.S.A.,  Inc.  Buckle  Up!  Do  it  for  those  who  Iom-  \oii. 
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DEALS 


TOKYO  MITSUBISHI  BANK: 
BIG.  YES.  BAD,  NO 

It  may  shake  up  Japanese  banking  but  won't  be  a  global  threat 


One  is  the  finan 
cial  coraerstone 
for  the  sprawl- 
ing Mitsubishi  kei- 
retsu.  The  other 
boasts  a  lucrative 
foreign  exchange 
business  and  clout 
aj)lenty  with  Japan's 
powerful  Finance 
Ministry.  Together, 
they  will  become 
the  world's  largest 
bank  by  a  long  shot. 
But  will  the  mega- 
merger  of  Mitsubi- 
shi Bank  Ltd.  and 
Bank  of  Tokyo  Ltd., 
which  was  an- 
nounced in  Tokyo 
on  Mar.  28,  trigger  defensive  tieups 
among  suddenly  frantic  bankers  from 
Manhattan  to  Frankfurt? 

Don't  bet  on  it.  True,  the  new  Tokyo 
Mitsubishi  Bank,  its  {proposed  name,  will 
cast  a  long  shadow.  Its  asset  base  of 
roughly  $810  billion  would  be  larger 
than  that  of  Citibank  and  Credit  Lyon- 
nais  combined.  Bank  of  Tokyo's  362  out- 
posts around  the  globe  will  dovetail 
nicely  with  Mitsubishi's  more  domestical- 
ly focused  346-branch  retail  network 
and  $416  billion  deposit  base.  Together, 
the  banks  will  have  less  bad  debt  as  a 
proportion  of  total  loans  than  any  of 
their  nine  biggest  competitors,  reckons 
Mernll  Lynch  &  Co. 
THROUGH  THE  IVIAZE.  But  global  banking 
isn't  financial  sumo,  where  size  means 
power.  Rather  than  presenting  the  inter- 
national industry  with  a  fearsome  new 
threat,  the  merger — set  to  be  completed 
by  April,  1996 — represents  an  effort  to 
play  catch-up.  As  Japan's  byzantine  fi- 
nancial niles  that  separate  lending  and 
securities  businesses  ease,  Mitsubishi 
and  Bank  of  Tokyo  see  an  opening. 
They  want  to  ci'eate  the  nation's  fu-st 
t\ill-service  bank,  offering  everything 
fi'om  no-frills  corjjorate  loans  and  fimd- 
management  services  to  interest-rate 
swajj-s — a  mix  that  many  of  theii"  foreign 
rivals  are  already  in  a  position  to  offer 
global  chents. 

Nor  does  the  mei-ger  dii-ectly  adch-ess 
the  fundamental  problems  bedeviling 


THE  TOP  TEN  BANKS 


ASSETS  IN  BILLIONS* 


TOKYO  MITSUBISHI  BANK 

$817 

FUJI  BANK 

507 

DAI-ICHl  KANGYO  BANK 

506 

SUMITOMO  BANK 

498 

SAKURA  BANK 

496 

SANWA  BANK 

493 

NORINCHUKIN  BANK 

429 

INDUSTRIAL  BANK  OF  JAPAN 

387 

CREDIT  LYONNAIS 

339** 

INDUSTRIAL  &  COMMERCIAL 

BANK  OF  CHINA 

337** 

'Fiscal  year  ended  March  1994 

**Fiscal  year  ended  March  1993 

DATA  IBCA  LTD, 

Japan's  banking  sector,  which  needs 
even  more  consolidation  to  weed  out 
weak  players.  Loan  demand  is  stagnant, 
and  the  financial  crash  of  the  eai-ly  19fX)s 
has  left  roughly  $300  billion  in  bad  and 
restinctured  loans  on  banks'  books.  Jaj> 
anese  lenders'  average  annual  return 
on  equity  over  the  past  five  years  is 
only  4.7%,  less  than  half  what  U.  S. 
banks  make.  But  if  healtliier  outfits  such 
as  Sanwa  Bank,  Fuji  Bank,  Industrial 
Bank  of  Japan,  and  others  start  pairing 
off  to  compete  with  the  new  behemoth, 
a  wave  of  takeovers  of  weaker  banks 
may  ensue. 


HAPPY  PAIR 

Announcing 
the  deal: 
Japan  gets 
a  full-service 
bank  at  last 


There's  no  doubt  that  Tokyo  Mitsu- 
shi  will  be  gi-eater  than  the  sum  of  s 
partes.  Bank  of  Tokyo  enjoys  profitale 
businesses  in  foreign  exchange,  deri\,- 
tives  trading,  and  overseas  banking,  It 
a  weak  domestic  base  of  37  brancl*-.; 
had  dimmed  its  outlook.  And  the  bac 
no  longer  enjoys  the  monopoly  it  orje 
held  on  foreign  exchange  and  trae 
lending  for  exporters.  Mitsubishi's  dejp 
pockets  will  h(,p 
Bank  of  Tokyo  c- 
pand  its  presence  s 
home  and  in  deri*- 
tives  trading. 

Mitsubishi,  men- 
while,  will  gain  poli- 
cal  capital  at  1,e 
Finance  Ministy. 
thanks  to  Bank  of  > 
kyo  Chaii'man  Toyoo  Gyohten.  64,  le 
globally  respected  fonnei'  vice-minisir 
of  intemational  finance.  Wliile  Mitsubhi 
Bank  President  Tfeuneo  Wakai  wll  2- 
come  chairman,  Gyohten  is  expectedx) 
keep  his  ties  to  the  new  bank.  Tit 
matters,  because  the  Finance  Minis^ 
has  only  gTadually  allowed  commerai 
banks  to  ease  into  the  securities  bui- 
ness — a  market  they  desperately  wnt 
to  tap.  Gyohten's  connections  could  ccie 
in  handy,  now  that  Japanese  bureu- 
crats  are  slowly  beginning  to  let  bass 
bi-anch  out  int(j  securities  ti'ading  ad 
underwriting.  "We  have  been  on  ic 
right  track,  but  it's  a  slow-movig 
train,"  says  one  Mitsubishi  source. 

In  the  LI.  S.,  the  merged  bank  stad.^ 
to  inherit  a  sizable  presence  in  the  (il- 
ifomia  market.  If  U.  S.  regulators  al<w 
Bank  of  Tokyo's  Union  Bank  and  lit- 
subishi's  Bank  of  California  to  me:te, 
the  new  entity's  $25  billion  in  asi.'ts 
would  suipass  those  of  First  Inters  fte 
Bank  of  California.  But  local  anahits 
don't  expect  Tokyo  Mitsubishi  to 
eveiyone  else  out  of  the  water  in 
fornia  or  anywhere  else  in  Amer 
"Relationship  banking  is  the  namd 
the  game,"  says  Judah  Ki'aushaar| 
analyst  at  Men-ill  Lynch  in  New  Yl 
"Does  the  new  name  really  get  t]| 
in  the  door?" 

Even  if  it  doesn't,  the  combinal 
ensui'es  that  Mitsubishi  and  Bank  ofl 
kyo  will  pull  even  further  ahead  ofle 
pack  at  home.  "This  will  be  a  flaglF'''J 
competitor,"  figTires  Christopher  T.  fa-  '^l 
honey,  managing  du-ector  of  global  bik- 1' 
ing  at  Moody's  Investors  Service.At-" 
least  American  and  European  rivalsiar 
take  comfort  that  Tokyo  Mitsubishi  dl 
be  the  flagship  of  a  veiy  uncertain  iset 

By  Brian  Bremner  in  Tokyo,  itfi^^ 
William  Glasgall  and  Kelley  Hollmt  it-,^ 
New  York  i 
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Schwab  Offices  Are  Open  'Til  7  p.m.  April  10-13  and  April  17 


FundMap  From  Charles  Schwab. 

Finally.  The  Kind  of  Retirement 
Planning  Tool  Every  Investor  Could  Use. 
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Your  Selected  Portfolio 


Create  your  own  diversified  portjolio. 


1  I  Welcome' 


FundMap  Works 

leet 

Fund 

Allocation 

$ 

% 

INVESCO  FUNDS 

10,500 

30.0 

Twentieth  Century 

7,000 

20.0 

Neuberger  &  Berman 

7,000 

20.0 

Strong  Funds 

5,500 

15.7 

Berger  Funds 

5,000 

14.3 

Total  Allocation 

Choose  from  well-known  fund  jamilics. 


Planning  your  retirement  investing  can  be  a  bewildering  job.  There  are 
hundreds  of  investment  choices  and  thousands  of  possible  strategies. 
That's  why  Charles  Schwab  created  FundMap''  Mutual  Fund  Selection 
Software  for  Windows®  FundMap  sets  the  standard  for  what  retirement 
planning  sottware  should  do. 

It's  Powerful. 

FundMap  goes  far  beyond  mutual  lund  selection.  You  can  also 
calculate  your  retirement  savings  and  allocate  your  assets.  FundMap 
lets  you  dehne  your  risk  tolerance  and  set  goals  you  can  live  with.  You 
can  even  propose  "What  if7"  scenarios  to  better  understand  your  current 
strategies  for  retirement.  Its  a  remarkably  tlexible  learning  tool  that 
retirement  investors  can  use. 

It's  Easy 

FundMap  takes  you,  step  by  step,  through  an  easy-to-understand 
process.  You  start  with  your  present  situation  and  m  less  than  an  hour 
you'll  have  a  better  understanding  of  the  steps  you  need  to  take  to 
arnve  at  your  goal.  Then,  using  FundMap's  selected  list  of  mutual  funds 
from  many  well-known  fund  families,  you  can  choose  the  funds  which 
best  meet  the  goals  you've  set. 

It  Doesn't  Cost  Anything. 

Move  your  IRA  or  rollover  distribution  into  a  Schwab  No-Annual- 
Fee  IRA*  It's  tree  of  an  annual  fee  for  lite  with  an  account  balance  of 
$10,000  or  more.  And  FundMap  software  can  be  yours  at  no  extra 
charge.  For  more  details,  just  stop  by  one  of  our  more  than  200  Schwab 
offices  or  call: 


1-800-330-6756  ext.  28C 


Espahol: 
1-800-257-1019 


1-800-662-6068 


Limited  Time  Offer. 

FundMap  software  for  Windows'"  is  only  available  to 
SchwalD  customers  who  bring  m  over  $10,000  between 
January  1  and  April  30,  1995.  Act  now. 


Charles  Schwab 

Helping  Investors  Help  Themselves® 


free  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab, 
lease  review  the  prospectus  carefully  before  investing. 

issets  must  reach  $10,000  by  9/15/95  Set-up  -ind  maintenance  lees  lor  ceriam  assets  such  as  hmited  partnerships  and  promissory  notes  slill  apply  Graphs 
r  illustrative  purposes  only  Please  allow  two  weeks  for  delivery  Valid  only  in  the  United  States.  Limited  one  response  per  customer  Vv'indows"  is  a  registered 
)demark  of  Microsoft  Corp.  ©1995  Charles  Schwab  &  Co.,  inc.  All  rights  reserved.  Member  SIPC/NYSE. 
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COMPUTERS 


HOW  THE  NUMBERS  CRUNCHED 
CRAY  COMPUTER 

A  shifting  market  and  repeated  delays  drove  it  into  Chapter  1 1 


It  was  difficult,  even  for  his  rivals,  not 
to  wish  Seymour  Cray  the  best  with 
his  latest  supercomputer.  In  a  streak 
unmatched  in  computing,  the  brilliant 
computer  architect  has  been  stretching 
the  limits  of  peifoiTnance  since  the  days 
when  computers  ran  on  red-hot  vacu- 
um tubes.  One  of  his  early  machines, 
the  CDC  6600,  gave  IBM  fits  by  executing 
1  million  calculations  a  second.  In  1976, 
his  odd-looking  Cray-1  kicked  off  what 
has  since  mushroomed  into  today's  $2.5 
billion  supercomputer-  business. 

Lately,  in  a  computer  industry  known 
foi'  its  self-pi'omoting  millionaires,  the 
68-yeai-old  recluse  has  become  all  the 
more  of  a  hero  to  fellow  engineers. 
"Seymour-  Cr-ay  is  in  a  class  of  liis  own," 
says  Ii-ving  Wladawsky-Berger,  genei-al 
manager  of  IBM's  Power-  Computing  Div., 
which  makes  and  sells  supercomputers. 
NEW  ERA.  Ultimately,  though,  no  amount 
of  admii-ation  could  make  up  for-  pr-oduct 
delays  and  repeated  cash  shortages.  On 
Mai-.  24,  having  spent  an  estimated  .$200 
million  without  selling  a  single  machine 
since  its  founding  in  1989,  Cr-ay  Comput- 
er Cor]^.  filed  for  banki-uptcy  protection. 

Although  it  was  just  one  of  a  sti-ing  of 
U.  S.  supercomputing  makers  to  bite  the 
dust  in  i-ecent  years,  the  event  marks 
the  end  of  an  era.  Gone  are  the  lush 
cold-war  budgets  of  the  gover-nment's 
scientific  and  code-breaking  agencies,  and 


with  them  the  expensive  luxmy  of  build- 
ing computei-s  ft-om  the  gi-ound  up,  de- 
signing ever-ything  fi-om  scratch. 

Indeed,  the  high-jjerfor-mance  comj^ut- 
ing  market  has  shifted  dr-amatically. 
Sales  of  high-end  super-computer-s,  wMch 
cost  as  much  as  $30  miUion,  have  de- 
clined fi-om  about  $1.5  billion  in  1990  to 
$1.2  billion  this  year-,  according  to  Smaby 
Group,  a  mai-ket  i-esearcher.  Cray  Re- 
sear-ch  Inc.,  Seymour  Cr-ay's  old  compa- 
ny, has  steadily  impi-oved  its  shai-e  there 
fi-om  60%  in  1990  to  75%  today  as  U.  S. 
and  Japanese  competi- 
tors have  fallen  by  the 
wayside.  The  r-eal  ex- 
citement, though,  is  in 
machines  that  sell  for- 
$100,000  to  $2  million 


THE  SUPER  LINEUP 


CRAY  RESEARCH  The  leader 
with  a  75%  share  of  high- 
end  market 


GENIUS  WASN'T  ENOUGH:  Cray's  new 
company  hasn't  sold  any  computers!' 

Robert  H.  Ewald,  president  and  coo  : 
Cray  Research.  "You  hate  to  see  sor 
thing  tui-n  out  like  tliis  for  him."  Esj; 
cially,  it  seems,  because  his  new  m. 
chine  was  his  most  ambitious  ventuiji 
So  ambitioas,  in  fact,  that  Ci-ay  Reseai4 
decided  it  couldn't  afford  to  fund  it,  fo|; 
ing  Cray  to  spin  off  his  own  compa* 
and  find  other-  backers.  I 
GaAs  GUZZLER.  As  in  pi-evious  desigr, 
his  main  quest  has  been  to  cram  muf 
tiny  electi'onic  circuits  into  a  tight;' 
space.  This  yields  higher  computir 
speeds,  but  it  also  makes  it  moi*e  dii- 
cult  to  manufacture  circuits  and  kei| 
them  cool  so  they  won't  bur-n  up.  ^  y 
didn't  help  that  the  inventor  opted  foi^i 
difficult-to-use  semiconductor  mater^i^ 
called  gallium  arsenide  (GaAs).        i  L 
Seymour  Cray  wouldn't  commeil 
But  it's  clear  that  by  pushing  on  i)f 
many  different  fi-onts  at  once,  he  riB~ 
into  a  thicket  of  design  and  manufacti% 
ing  pi'oblems.  His  company  had  to  ^ 
vent  its  own  miniatur-e  robots  to  h(^ 
with  manufacturing  and  build  nii^ 
equipment  for  testing  its  high-speed 
cuits.  And  it  ended  up  having  to  m^e 
its  own  GaAs  chips  instead  of  buyiigf 
them  outside. 

All  this  added  up  to  delay  after  (}^ 
lay  and  a  string  of  cash  crises.  Tffi  * 
or-iginal  Ci'ay-3  computer  slipped  pit 
several  delivei-y  dates,  until  the  ckt- 
sion  was  made  to  scrap  it  in  favorji 
the  still  more  advanced  Cray-4,  wh| 
would  be  twice  as  fast.  Yet  all  1 
while,  Cray's  intended  market  was 
the  process  of  drying  up.  Governm 
budgets  were  thinning,  and  the  one 
der  Cray  did  win — from  the  Lawre 
Liver-mor-e  National  Labor-ator-y — 
canceled  when 
company  failed  to 
liver  on  time. 

To  the  end,  Cvi 
only  substantial  re 
nue    came  from 


and  often  harness  hun-   development  proj 


di'eds  of  micropr-oces- 
sor-  chips  to  attack  big 
pr'oblems  in  par-allel. 
Sales  of  such  comput- 


IBM  Has  shipped  more  than 
370  parallel  systems 

INTEL  Unprofitable  but  com- 
mitted to  parallel  processing 


under-taken  for  the 
tional  Security  Ag 
cy.  But  even  if 
Ci-ay-4  shipped  to( 


ei-s  may  hit  $1.35  bil-   "the  technology  is 


lion  this  year,  up  from 
$1  billion  last  year. 

It's  precisely  this 
sense  of  liistoi-ical  pass- 


CONVEX  COMPUTER  Rushing 
to  tap  commercial  markets 

FUJITSU,  NEC  Still  not  making 
money  in  supercomputers 


to  market,"  says 
bra  Goldfarb  of  In 
national  Data  Coif 
mai'ket  i-eseai-ch 


ing  that  gives  Seymour   And  a  late  superc 


Cray's  troubles  a  cer- 
tain poignancy.  "People 
ai'ound  here  feel  badly 
for    Seymour',"  says 


NICHE  PLAYERS  Meiko, 
nCube,  and  Silicon  Graphics 

DATA  COMPANY  REPORTS,  GARTNER  GROUP  INC 


puter,  in  the  end 
still  late. 

By  John  W.  Ve 
in  New  York 
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Why  Crawl 
Through  Some 
Airports 

WhenYou  Can 
Fly  Through 

Cincinnati? 


Introducing  A  Quicker  Way  To  The  World: 
Delta's  New  Cincinnati  Terminal. 

If  business  travel  has  you  spending  more  time  on 
the  ground  than  in  the  air,  on  your  next  trip,  fly  through 
Cincinnati  instead. 

Deha's  new  Cincinnati  terminal  is  specifically  designed 
to  make  getting  where  you're  going  faster  and  easier. 

Or,  if  you  have  a  few  minutes  between  flights.  Crown 
Room"  lounges  and  a  new  International  First/Business 
Class  lounge  let  you  get  down  to  business. 

Crossroads  To  Over  300  Cities. 

But  what  good  is  a  state-of-the-art  airport  without 
service  to  the  cities  you  need?  Together  with  the  new 
Delta  Connection™  COMAIR  terminal.  Delta's  new 
Cincinnati  terminal  gives  you  over  400  daily  depar- 
tures, including  33  new  flights,  starting  May  1, 1995, 
to  over  300  business  centers  throughout  the  U.S., 
Canada,  Mexico,  Europe  and  Asia. 
Fly  through  Cincinnati  and  see  for  yourself. 


For  information  or  reservations,  see  /^/^^/JlfJ^§^W 
your  Travel  Agent.  Or  call  Delta  at  /  /jj^FWAO"  / 

1-800-221-1212.  And  say  you  want  Cincinnati  instead. 

ADeltaAirLi 

You  II  love  the  way  we  fly  ' 


ilaConneclion  flights  operate  with  Delta  flight  numbers  3000-5999  and  7000-7999.  ©1995  Delta  Air  Lines,  Inc. 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 

A  LOCK 
ON  THE  JOB 

At  Borg-Warner  Security,  there 
was  just  one  choice  for  CEO 

This  is  one  ceo  ouster  where  the  ceo 
looks  like  a  willing  accomplice.  When 
Borg-Wamer  Security  Corp.  Chief 
Executive  Donald  C.  Ti-auscht  agi'eed 
to  step  aside  on  Mar.  27,  he  handed  the 
job  over  to  an  old  friend,  Emereon  Elec- 
tric Co.  Pi-esident  and  Borg  boaixl  mem- 
ber J.  Joseph  Adorjan.  The  pair  first 
met  in  1969,  when  they  helped  fashion 
the  sale  of  Borg's  electronic-controls 
business  to  Emerson.  Trauscht  invited 
Adoi'jan  onto  Borg's  board  in  1993. 

Initially,  the  board's  idea  was  to  And 
help  for  Ti-auscht,  not  replace  him.  But, 
says  boaitl  member  Dale  W.  Lang,  chaii- 
man  of  Lang  Communications,  the  boaixl 
was  "dismayed  by  the  candidates  we'd 
seen"  dining  almost  a  year  of  searching 
for  a  cliief  operating  officer  who  would 


one  day  become  CEO. 
Trauscht,  61,  says  he 
suggested  hiring  Ador- 
jan, 56,  late  last  year, 
but  Adorjan  wanted  to 
mn  his  own  show.  And 
it  took  little  convincing 
to  get  Ti'auscht,  worn 
down  from  a  decade  of 
restructuring  Borg,  to 
step  aside.  "It  has  been 
a  combat  zone,"  says 
Ti'auscht.  "I'm  looking 
fomard  to  some  cjuiet." 
CRIME  WATCHER.  Now,  Adorjan  (pro- 
nounced a-DOOR-jan)  had  best  don 
some  combat  fatigues.  Ti-auscht,  other 
managers,  and  Merrill  Lynch  &  Co. 
plunked  down  $4.4  billion  to  finance  a 
leveraged  buyout  in  1987,  and  Ti'auscht 
sold  seven  units  to  pare  debt.  He  spun 
off  the  automotive  division  in  1993  and 
refocused  the  company  on  its  security 
business,  betting  that  concern  about 
crime  would  boost  demand  for  Borg's 
guard,  armored-car,  and  cornier  services. 

He  bet  wrong.  Steep  price-cutting  by 
a  flood  of  new  mom-and-pop  operators 
has  slashed  margins.  Borg  also  failed 
to  push  into  the  fast-gi-owing  i-esidential- 


COMBAT  ZONE 

As  Adorjan 
comes  in,  Borg 
faces  lower 
margins  and  a 
nasty  labor  spat 

alarm  business,  and  ser 
vice  was  bad  at  othei 
units.  The  result:  Las 
year  income  fi-om  con 
tinuing  operations  fell  62%,  to  $13.1  mil 
lion,  on  flat  sales  of  $1.8  billion. 

Ti'auscht  says  his  cost-cutting  shoul( 
slice  $20  million  from  Borg's  cost  struc 
ture.  But  Adorjan — who  becomes  pres 
ident  now  but  won't  assume  Trauscht' 
titles  until  later  this  year — must  ge 
Borg's  alarm  unit  on  track.  He  also  ha 
to  settle  a  nasty  labor  spat  that  ha 
hurt  Borg's  Pony  Express  Courier  Cor{ 
Still,  he  may  be  helped  by  his  exper 
ence  at  Emerson,  which  generates  fa 
profits  in  low-margin  businesses — larg( 
ly  by  keeping  costs  way  down.  Tha 
formula  is  just  what  Borg  needs. 

By  Kevin  Kelly  in  Chicag 


ANNUAL  REPORTS 

THE  DULLER. 
THE  BEHER 

For  1994's  annual  reports, 
modesty  is  a  virtue 

Plain,  plain,  plain.  What's  striking 
about  the  cun-ent  crop  of  cor])orate 
annual  reports  isn't  so  much  what's 
there  as  what  isn't:  no  flashy  images  of 
male  athletes  naked  but  for  a  pair  of 
athletic  shoes  (Reebok  International, 
1990),  sumo  wi-estlers  (PepsiCo,  1990), 
or  leather  covers  (Wolverine  World 
Wide,  maker  of  Hush  Puppies  shoes, 
1993).  "Companies  are  not  going  for  any 
gimmick  at  all  this  yeai',"  says  Sid  Cato, 
publisher  of  Sid  Cato's  Newsletter  on 
Annual  Reports. 

Austerity  is  hip  for  a  reason:  The 
dominant  theme  of  annual  reports  for 
1994  is  "shareholder  value."  Those  two 
words  are  a  soil  of  corporate  mantra, 
plastered  on  the  front  covers  of  corpo- 
rate missives  from  insurer  St.  Paul  Cos., 
office-products  maker  Avery  Dennison, 
and  defense  giant  General  Dynamics, 
among  others,  at&t  didn't  get  the  man- 
tra on  the  cover  of  its  report,  but  it 
did  billboard  a  mission  statement — 


promising  to  deliver  you  know  what — on 
the  back. 

Executives  who  didn't  dehver  what 
they  pi'omised  in  1994  mince  no  words 
in  vowing  to  try  harder.  "Your  compa- 
ny's 1994  I'esults  ai'e  awful,"  begins  Rob- 
ert E.  Denham,  Salomon  Inc.'s  chief  ex- 
ecutive in  this  year's  report.  Unisys 
Cov]}.  CEO  James  A.  Unmh  is  nearly  as 
blunt:  "We  didn't  do  what  we  set  out  to 
do  in  1994 — namely,  to  increase  our 
profitability  and  revenue." 

Lots  of  companies  are  betting  that  a 
bare-bones  design  will  signal  to  share- 
holders that  they  really  plan  to  hold 
costs  down  this  year.  "There  is  an  at- 
tempt to  design  reports  so  that  they 


THIS  YEAR'S  MANTRA: 

St.  Paul  Cos.  is  one 
of  many  to  billboard 
"shareholder  value" 


FAREWELL,  FLASH: 

In  contrast  with  its 
past  entries,  MCFs  is 
bare-bones  this  year 


don't  look  so  expensive,"  says  Glen 
Hersh,  president  of  H/M/s  Inc.,  a  Moni 
clair  (N.J.)  producer  of  annual  report:j 
"Some  CEOS  want  to  give  the  impressioi 
to  the  shareholders  that  they're  watcll 
ing  expenses." 

COUPONS,  TOO.  Examples:  Bell  Atlant: 
Coip.'s  i-ej^ort  is  so  stai'k  it  could  easili; 
be  mistaken  for  a  proxy.  And  at  Md 
Commmiications  Corp.,  known  for  flash] 
annuals  in  the  past,  this  yeai-'s  model 
deliberately  understated.  With  intern] 
competition  going  on  in  long-di.stance  se 
vices,  some  investor  questioned  the  coj 
of  fancy  reports.  Read-Rite  Corp.,  a  ma| 
er  of  computer  disk-diive  parts,  simp 
sends  shareholders  a  single  folded  pag 
along  with  a  copy  of  the  10- 
fonn  companies  ai'e  require 
to  file  with  the  Securities 
Exchange  Commission. 

Some  companies  take  tlj! 
theme  of  delivering  value  li|| 
erally:  ibm  encloses  a  coupcji 
good  for  a  discount  on  soni 
software.  And  Goodyear  Ti^ 
&  Rubber  Co.  offers  sharif 
holders  a  $25  rebate  if  th( 
purchase  foui'  tires.  At  least 
Goodyear's  stock  goes  fl£,>i 
customers  can  take  solace  H 
the  good  deal  they  got  on. I 
new  set  of  Aquatreads. 

By  Lori  Bongiorh 
in  New  Yon 
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Mo^nQ  Into  /Mm*  Olm^itmttMtm 

Mew  MarkvtB 


Digital  Annual  Raport 


'  StrBamllna 
Production 


Strong  Ovnrwa* 
Damand 


PROJECTED  GROWTH  > 


Take  Multimedia  Into 
New  Dimensions. 


i|  f      The  10.4"  color  active 
^y^^jjjg    matrix  screen  with  Indeo"" 
'    video  displays  stunningly 
realistic  images  and  smoother  videt)  playback. 


rT'TlTjJinEn  choose  between  a  robust 
L'J  L  J  iliM  810  Million  Byte (=  772MB) 
or  520  Million  Byte  (=  500MB)  hard  disk  drive 
configuration  tor  storing  large  multimedia  files. 


Type  II  and  Type  111  PCMCIA 
slots  provides  connection 
to  your  LAN,  fax/modem 
and  much  more. 


Integrated  .WAV  Audio 
and  MH^l  pump  out  clear 
'    '    and  powerfijl  sound  effects, 
music  and  dialogue. 


Announcing  the  High-Performance  T4850CT.  Now  you  can  create  dazzling  multimedia 

presentations  on  a  large  10.4"  display,  with  the  excitement  ot  Indeo™  video  and  the  richness  ot 
integrated  .WAV  and  MIDI  Audio.  The  new  T4850CT  lets  you  put  the  show  and  the  audience  in 
the  palm  of  your  hand.  For  your  nearest  Toshiba  dealer,  call  1-800-457-7777. 


T4850CT  FEATURES: 

•  75MHz  lntelDX4  ",  5.3  volt  pre iccssor,  IbKB  cache 

•  10.4"  dia.culur  SVGA  TFT-LCD 
jctive  matrix  Jisplay 

•  810  Million  Byte  (=  772MB)  HDD  or 
i20  Million  Bvie(=  500MB)  HDD 

•8MB  RAM  expandable  to  24MB 

•  Two  PCMCIA  slots  (16mm  and  5mm) 


•VLIicll-Kls  video 

•  Integrated  graphics  accelerator 

•  65,536  (64 K)  simultaneous  cok  irs 
•.WAVAudioand  MIDI  .sound 

•  Audio  jacks:  headphone,  built. in 
speakers  and  microphone 

•6.9  lbs. 

•NiMH  battery  for  extended  life 


•  15"  1.44MB  floppy  disk  dnve 

•  Ballpoint  '  Mouse  with  QuickPort" 

•  Pre-mstalled  software;  DOS"  Windows 
for  Workgroups "  Windows  Sound  System' 
Run  Time  Video  tor  Windows  "  Indeo" 
vidaiand  Fn-esse'  software 

•  Toll-free  Technical  Support  — 
7  days  a  week/24  hours  a  day 


Mil  Ifl  (V  )f"l 
Hi  HiRl'S 


In  Touch  with  Tomorrow 

TOSHIBA 

©  1994  Toshiba  Amenc.i  Intomuition  Syiitt-m^.,  Inc.  All  prttclucts  inJiciiti'd  by  tr,ii.lcni;irk  ^yniKiKiire  tniJciiiarked  iinJ/or  registered  by  their  respective  cump:inie.s. 
The  Intel  Inside  and  InJco  video  lo),'os  .ire  c^ciJenll^rk^  i>tTnrel  Corporation, 
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BASKETBALL 


THE  HOOPLA  OVER 
WOMEN'S  HOOPS 

Interest  is  growing-and  Corporate  America  is  taking  notice 

thropy.  Demographics  show  women's 
hoops  are  attracting  well-educated,  fam- 
ily-oriented fans  and,  not  surprisingly, 
more  women  (read:  the  people  who 
make  household  buying  decisions).  North 
Haven  (Conn.)  mom  Debbie  Saranitzky 
says  she  and  her  two  adolescent  daugh- 
ters "watch  every  [UConn]  game  we 
can.  These  are  incredible  role  models 
for  young  women."  Even  financial-servic- 
es companies  such  as  State  Famn  Mutu- 
al Automobile  Insurance  Co.  and  Wells 
Fai'go  &  Co.  want  in.  "  'You  shoot  like  a 
girl'  has  become  a  compliment,"  says 
Wells  Fargo  Brand  Manager  Andy  An- 
derson. His  ads  in  Stanford's  and  other 
collegiate  women's  sports  progTams  and 
cable-TV  broadcasts  "get  the  same  expo- 
sure for  a  fourth  of  the  cost"  of  working 
with  men's  progi'ams,  he  says. 
STUFFED  SEATS.  Sellouts  and  10,000-plus 
fans  at  games  no  longer  set  records  for 
top  teams  such  as  the  Tennessee  Volun- 
teer and  UConn.  At  Stanford,  the  aver- 
age game  attendance  at  Lady  Cardinal 
hoops  this  season  was  just  a  busload 
short  of  that  for  the  school's  talented 
men's  cagers:  5,284  vs.  5,3(j8.  And  start- 
ing next  year,  fans  at  home  will  see  20 
more  major  women's  games  on  TV, 
thanks  to  the  ncaa's  new  seven-year 
contract  with  espn. 

Of  course,  "all  isn't  peaches  and 
cream,"  sniffs  one  New  York  media  buy- 
er. While  teams  tend  to  have  fierce  re- 
gional sujiportei-s,  the  sport  is  only  slow- 


In  Stanford's  victory  against  defend- 
ing NCAA  women's  champs  North 
Carolina  on  Mar.  23,  6-foot,  2-inch 
Lady  Cardinal  forward  Kristin  Folkl 
took  a  pass  in  the  lane,  juked  a  sweet 
move,  and — ooh,  baby! — it  looked  like 
she  just  might  slam-dunk  it.  Folkl  got 
enough  air  to  scrape  the  rim  but  broke 
a  few  hearts  by  opting  for  a  sure-thing 
layup.  Later,  Coach  Tara  VanDerveer 
allowed  that  a  dunk  "would  have  been 
fun."  After  all,  VanDerveer  sighs, 
"some  people  still  have  the  idea  that 
watching  women's  basketball  is  about 
as  exciting  as  watching  paint  dry." 

Some  people  are  about  to  have  their 
eyes  opened.  When  Stanford  joins  the 
universities  of  Connecticut,  Georgia, 
and  Tennessee  in  Minneapolis  on  Apr. 
1,  the  "other"  Final  Four  will  cap  off 
the  best  year  ever  for  collegiate 
women's  basketball.  Attendance,  TV  rat- 
ings, media  coverage,  and  corporate 
interest  (table)  are  all  up — and  rising. 

It  has  been  an  uphill  climb  for  the 
scrappy  women  players,  who  still  flinch 
at  the  lack  of  respect  they  get.  But, 
says  Connecticut  sports  marketer  Rich- 
ard H.  Burton,  "women's  sports  are 
about  to  explode."  And  Coi-porate  Amer- 
ica is  waking  up  to  the  same  things  fans 
are:  These  women  can  play.  National 
Collegiate  Athletic  Assn.  Division  I 
women's  teams  are  chock-full  of  three- 
point  deadeyes,  wily  pass  tlxieves,  and 
steel-curtain  defenses.  "The  athleticism 
of  female  athletes"  is  turn- 
ing heads,  says  Michael  A. 
Guariglia,  vice-president  for 
sports  sales  at  CBS  Inc. 

All  the  Final  Foui'  games 
in  the  17,000-seat  Target 
Center  in  Minneapolis  have 


THE  OTHER  FINAL  FOUR 


BARN  BURNER:  Stuiijord 


Wlien  Stanford,  UConn,  Georgia,  and  Tennessee  meet  in 
Minneapolis  on  Apr.  1,  corporate  cheerleaders  will  include: 

CBS  sold  out  airtime  in  the  Women's  Final  Four  broadcast 


ly  building  a  national  following  tl 
would  boost  ratings.  And  without  a  pij 
fessional  league,  even  the  best  womj 
players  enjoy  the  spotlight  only  brie| 
before  they  either  hang  up  their  snes 
or  go  off  to  play  pro  ball  in  Europe 
Japan. 

Then,  there's  the  hot-dog  facte! 
The  women's  game  is  intense  and  faf 
paced  but  values  good  pa;|| 
ing  and  other  fundamental 
as  opposed  to  the  meij 
aerial  acrobatic  shows.  T(l 
nessee's  Lady  Vols,  for  (I 
ample,  have  a  sign  in  th| 
locker  room  that  reads:  "(1 


K        11.-      a    .         two  months  ago.  n      i  ,    r,  ^  , 

been  .sold  out  smce  Septem-    fense  sells  tickets.  Deierj 


ber,  and  General 
Procter  &  Gam- 
ble, Gillette,  and 
other  big-time 
spenders  had  sewn 
up  CBS's  40  adver- 
tising spots  by 
January.  Those 
ads  aren't  philan- 

IMAGE  MAKING: 

Phone  cards 


Motors,    ESPN  has  signed  a  $19  million,  7-year  contract  for  several 
NCAA  tourneys,  including  the  Women's  Final  Four. 

GILLETTE  and  SPRINT  have  a  disposable-razor  promo 
featurmg  phone  cards  with  Final  Four  themes. 

STATE  FARM  will  host  its  third  "Hall  of  Fame  Tip-Off 
Classic"  with  the  top  four  women's  teams  in  November. 

-'^^  ^      MAJOR  TV  ADVERTISERS  range  from  Nike, 
P&G,  and  CM  to  FedEx  and  Burger  King. 


DATA:  CBS,  ESPN,  BUSINESS  WEEK 


wins  games.  Rebounds  v^) 
championships." 

Still,  more  coaches 
urging  women  players  9 
try  to  slam-dunk,  becaift 
they  know  it  would  boiitl 
the  sport.  So,  when  tj 
women  hit  the  hardwcl 
this  weekend,  keep  an  t| 
on  the  rim. 

By  Joan  O'C.  Hamil 
in  Los  Ayigeles 
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If  you 
savor  growth 

and  security, 
give  you  an  edge. 

The  Principal  Edge.® 

A  diverse  assortment,  roiled  into  one. 

Whatever  the  flavor  of  your  personal  financial 
strategy,  the  diverse,  global  companies  of 
The  Principal  Financial  Group"  have  just  the 
assortment  you  want. 

A  complete  package  of 
annuities.  Our  new  tax-deferred 
variable  annuity  is  one  example. 
Choose  from  ten  different  investment 
options,  plus  a  fixed-rate  account.  And 
there  are  flexible  withdrawal  options  as 
well  as  a  death  benefit  feature. 


Stock  brokerage  and  a  variety  of 
mutual  funds.  The  Princorfamily  of  mutual 
funds  provides  customers  with  flexible  investment 
options  and  convenient  account  access.  With  recent 
acquisitions,  Principal  Financial  Securities  now  has  over 
600  Investment  Consultants  in  63  offices  throughout  15  states. 

Wrap  up  an  edge  on  your  future.  With  over  $48  billion  in 
assets  under  management.  The  Principal  '  has  become  one  of  the  world's 
strongest  financial  services  organizations,  serving  8.9  million  people. 
The  Principal.  Your  edge  on  the  future.  Call  1-800-986-EDGE  (3343)  Ext.  1004. 

the; 


Financial 
Group 

ife  and  Health  Insurance  •  401(k)  •  Home  Mortgages  •  Mutual  Funds  •  HMO/PPO 

Stock  Brokerage  •  Annuities 

dlsthL^^dXlah  wLrl!  Fi„^"I,r?,%«^„?' '*  ^"""^^^         "-"^  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds 

distributed  through  Princor  Financial  Services  Corporation  a  registered  broker  dealer  (prospectus  available  upon  request).  Stock  brokerage  through  Principal  Financial^Securities,  Inc.  (not  available  in  all  states) 
Managed  health  care  through  Principal  Health  Care,  Inc,  (not  available  in  all  states),  .Home  rrortgages  available  through  Principal  Residential  Mortgages,  Inc,  (not  available  in  all  states). 


1-800-816- 

REAL 

©1995  Sprint  Communications  Company  L.R 

Raal  BUSINESS 

RgciI  problem 

Real 

SOLUTION 

Real  RESUI 

PC  Sur\'iceSoiiiee,  Limited  access  to  Toll-tree  service  to  International  sa 

computer  parts  supplier  international  markets  4()  countries  more  than  doub 


1  Hanks  to  Sprint  Business, 
we're  exporting  mice  to  40  countries. 

PC  Ser\'iceS()iircc  proN  idcs  a  vital  service 
to  computer  repair  eompaiiies:  tliey  sliip  new  parts 
anywhere  in  the  \vorl(.l-n\ernii>ht. 

"when  you're  a  small  company  in 

Carrollton,  Texas,  you  can't  wait 
for  the  world  to  come  to  you. 
-*-!«.»^  You've  got  to  get  to  them." 

With  tlieir  former  carrier,  PC  Serx'iceSoiirce 
only  iiad  tull-tree  lines  to  nine  countries. 
"If  our  800  service 
couldn't  expand  internationally, 
neither  could  our  business." 

Sprint  liiisiness  stepped  in  with  a  real  sokiti<.)n. 
More  lines.  More  countries. 

Now  they're  open  in  40  countries,  24  liours  a  day. 
And  that's  helped  sales  at  PC  Ser\'iceSource 
grow  dramatically  in  the  last  year. 
International  sales  have  more  than  douhled 
Sprint  really  helped  us  go  global." 
Call  now.  And  we'll  help  your  business 
do  more  Imsiness. 


Sprint 

Business 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


HEADLINER:  LIZZY  GARDINER 


A  HEMLINE  WITH  A  CREDIT  LINE 


Ah,  Oscar  Night.  Full  of 
glitter,  gold — and  Ameri- 
can Express  gold  cards. 

This  year's  scene-steal- 
er:  Lizzy  Gardiner,  the 
costume  designer  who 
won  an  Oscar  for  her 
work  on  The  Adven- 
tures of  Priscilla, 
Queen  of  the  Desert, 
a  sort  of  Australian 
transvestite  buddy 
movie.  She  accept- 
ed her  award  in  a 
gown  made  of 
AmEx  gold 
cards. 
Quipped 
host  David 
Letter- 
man:  "You 
can't  buy  that 
kind  of  advertising." 

Actually,  AmEx 
bought  considerable  ad 


vertising  for  the  telecast. 
It  also  produced  300  cards 
with  Gardiner's  name  em-  , 
bossed  on  the  front, 
shipping  them  to 
Australia  just  days 
before  the  ceremo- 
ny. It  took  Gar- 
diner 10  hours  to 
punch  6  holes  in 
each  card  and 
sew  them  to- 
gether. Says 
Maureen  Bailey, 
the  AmEx  exec 
who  arranged 
the  fashion 
■tatement:  "We 
iliink  it's  fabu- 
lous, terrific,  and 
creative."  And  yes 
Gardiner  holds  a 
real  AmEx  card. 
By  Leah  Nathans 
Spiro  I 


THE  LIMITED'S  PLAN 
IS,  WELL  LIMITED 

IT  isn't  perfect,  but  by 
now  investors  in  The  Limit- 
ed will  take  what  they  can 
get.  The  retailing  conglomer- 
ate on  Mar.  28  proposed  spin- 
ning off  two  chunks  of  its  op- 
erations, one  composed  of 
its  hot  lingerie  and  personal- 
care  businesses  and  another 
of  its  struggling  women's  ap- 
parel stores.  But  the  parent 
company  would  retain  85%  to 
90%  of  the  newly  formed 
companies  as  well  as  special- 
ty stores  including  Limited, 
Too,  Abercrombie  &  Fitch, 
and  Henri  Bendel.  At  first 
blush.  Wall  Street  loved  the 
plan,  sending  long-languish- 
ing Limited  shares  up  12% 
on  the  news.  Some  analysts 
said,  however,  that  the  spin- 


CLOSING  BELL 


MIRACLE  MARKET 

After  a  year  of  meandering, 
the  stock  market  has  caught 
fire.  Stocks  reached  new 
highs  in  the  year's  first  quar- 
ter, closing  at  4161  on  IVIar, 
29,  That's  an  8,5%  gain 
since  Jan.l,  putting  the  index 
12,2%  above  its  mark  a  year 
ago.  What's  moving  stocks? 
Treasury  yields  are  fallmg  as 
inflation  fears  fade.  Then 
there  are  strong  corporate 
profits,  and  a  pile  of  reports 
suggesting  a  soft  landmg  for 
the  economy.  Perhaps  the 
Federal  Reserve  had  it  right, 

4.200   
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offs  will  succeed  only  if  The 
Limited  is  willing  to  give  up 
bigger  stakes  in  the  units. 

WHO  WILL  REPLACE 
THE  FED'S  HAWK? 

AS  FEDERAL  RESERVE  C'HAIR- 

man  Alan  Greenspan  tries  to 
navigate  a  soft  landing  this 
year,  he  will  have  to  make  his 
approach  without  one  trusted 
co-pilot:  John  LaWare,  who 
resigned  from  the  Fed's 
board  of  seven  governors  on 
Mar.  27.  LaWare,  a  67-year- 
old  former  Boston  banker 
who  joined  the  board  in  1988, 
was  considered  the  central 
bank's  toughest  inflation 
hawk.  His  departure  "is  not 
good  news  on  the  inflation 
front,"  says  a  former  Fed 
coOeague,  Wayne  Angell.  Pos- 
sible successors?  Wachovia's 
John  Medlin  Jr.  and  Richard 
Rosenberg  of  BankAmerica. 
Among  economists:  Ti"ea- 
sury's  Alicia  Munnell. 

DIALC  FOR 
CHEAPER  CALLS 

long-distance  prices  may 
plunge  again.  The  Federal 
Communications  Commission 
may  soon  announce  plans  to 
force  local  phone  companies 
to  reduce  the  fees  they 
charge  long-distance  carriers 
to  connect  interstate  calls 
to  local  networks.  The  Bells 
rake  in  roughly  $20  billion  a 
year  on  such  interstate  ac- 
cess charges,  which  account 
for  roughly  half  the  cost  of 
every  long-distance  call. 
Companies  such  as  .at&t,  mci, 
and  Sprint  are  expected  to 
pass  much  of  the  savings 
along  to  customers. 

USAIR  PILOTS  TRY  TO 
GET  TALKS  AIRBORNE 

USAIR,  that  of  the  UNEND- 
ing  labor  negotiations,  final- 
ly brought  its  pOots  on  board. 
After  eight  months  of  con- 
tentious bargaining,  the  Air 


Line  Pilots  Assn.  reached  a 
tentative  labor  contract  with 
management  on  Mar.  25, 
agi'eeing  to  a  20%'  salarj'  re- 
duction and  300  job  cuts  in 
exchange  for  a  seat  on  usAir's 
board.  The  deal  still  must  be 
cleared  by  alpa's  executive 
council  and  the  rank  and  file. 
And  to  survive,  the  carrier 
still  must  win  givebacks  fi'om 
machinists,  flight  attendants, 
and  other  organized  work- 
ei"s — who  likely  won't  give  up 
as  much  as  20%.  uSAir,  which 
lost  $684.9  million  in  1994, 
wants  to  trim  a  total  of  $2.5 
billion  in  wages  in  the  next 
five  years. 

THIS  COULD  BE 
A  HEAVY  DEAL 

WILL    CLARK  EQUIPMENT 

deal?  On  Mar.  28,  Ingersoll- 
Rand  threatened  to  launch  a 
hostile  bid  for  the  heavy- 
equipment  manufacturer,  re- 
vealing that  Clark  already 
had  rejected  a  cash  bid  of 


around  $1.3  billion.  Ingersjf 
Chief  Financial  Officr 
Thomas  McBride  sa.,. 
Clark's  mix  of  high-mai-iji 
products  fits  nicely  with  1- 
company's  industrial  macii  - 
ery  and  capital  equipnu-  . 
Clark  also  has  a  cash  hur  . 
of  $400  million.  Most  Wi 
Streeters  think  Clark  uft 
mately  will  capitulate;  I 
deed,  Clark  shares  jumpl 
54%.  Over  the  years,  cl 
Leo  McKernan  hasn't  h  J 
tated  to  sell  any  divisS 
when  the  price  was  right  J 

ETCETERA...  i 

■  Fidelity's  parent,  FMR,  M 
an  investor  group  halvedB 
stake  in  Chrysler,  to  6.59  J 

■  Sprint  and  partners  \l 
lay  out  $4  billion  to  enter  ■ 
cal  telephone  markets.  ■ 

■  Coca-Cola  will  buy  BanB 
a  national  root  beer  braH 
Terms  weren't  disclosed.  I 

■  Motorola  isn't  infringingH 
InterDigital's  wirel^ 
patents,  a  federal  court  ruM 
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American  Red  Cross 

This  is  when  people  need  you.  Not  later.  Not  eventually.  Right  now.  Please,  support  the  American  Red  Cross. Your 
donations  mean  others  will  get  things  like  food,  clothing,  and  a  place  to  rest. ..when  it  matters  most. 

1-800-HELP-NOW 

American  Express  is  proud  to  sponsor  the  American  Red  Cross. 


comes  to  life. 

The  Concept. 

Enhance  an  engine's  capability 
to  breathe  and  both  its  power  and 
efficiency  will  be  increased. 


TlieCar.  ' 

The  all-new  Riviera.  With  an 
available  supercharged  3800  V6 
engine,  Riviera  delivers  more 
horsepower  than  many  V8s, 
but  with  the  efficiency  of  a  V6. 
Passing  and  merging  will  never 
be  the  same. 

To  experience  the  newest 
driving  sensation,  see  your  Buick 
dealer  or  call  1-800-4-RlVlERA. 


i 


Riviera  by  Buick 


Washington  Outlook 


:DITED  by  OWEN  ULLMANN 


BEHIND  THE  BUDGET  BROUHAHA, 
MfHISPERS  OF  A  COMPROMISE 


How's  this  for  an  improbable  scenano?  By  fall,  President 
Clinton  and  his  political  archrivals,  Speaker  Newt  Ging- 
rich (R-Ga.)  and  Senate  Majority  Leader  Bob  Dole  (R- 
Can.),  will  strike  a  far-reaching  agi-eement  to  slash  the  deficit, 
eform  health  care,  and  provide  modest  tax  relief  for  the 
liddle  class  and  those  reporting  capital  gains. 

Sure,  it  sounds  crazy  given  the  partisan  name-calling  and 
itter  debate  that  suggest  Washington  is  stuck  in  Gridlock 
lulch.  But  policymakers  in  both  parties  quietly  hint  that  a 
rand  budget  compromise  is  in  the  works.  "There  is  a  real 
hance  that  Congress  and  the  President  can  come  together," 
ays  a  top  White  House  official.  Adds 
[ouse  Republican  Conference  Chairman 
ohn  A.  Boehner  of  Ohio:  "I'm  pretty 
Dnfident  we  are  going  to  get  something 
one.  What  hoops  we  have  to  jump 
Trough  is  still  the  question." 
Clinton  and  GOP  congi-essional  leaders 
re  being  diiven  toward  a  deal  for  sever- 
;  compelling  reasons.  Breaking  gridlock 
ill  be  an  invaluable  display  of  leaderelup 
)r  both  CHnton  and  Dole,  the  leading 
DP  Presidential  contender.  Gingiich  can't 
ilfill  his  vow  to  slash  government  and 
ixes  without  enough  support  from  the 
Mte  House  or  Senate  Democrats  who  can  make  any  Repub- 
;an  plan  veto-proof.  Incumbents  know  they'll  pay  a  heavy 
rice  in  1996  if  they  fail  to  bring  the  deficit  under  control, 
nd  better  yet,  both  sides  ah'eady  agi'ee  that  tax  increases — 
jal-busters  in  the  past — are  off-limits  this  time. 
INNERS  AND  LOSERS.  Even  so,  some  partisans  would  Hke 
1  block  a  compromise.  Some  White  House  political  operatives 
ant  underdog  Clinton  to  run  against  a  "heartless"  GOP  in  '96, 
1  opportunity  he  would  foreclose  by  cutting  a  deal.  And 
ime  powerful  Republicans  also  prefer  stalemate.  One  bene- 
;iai-y:  Texas  Senator  Phil  Gramm,  who  is  challenging  Dole 
r  the  GOP  Presidential  nomination.  Gramm  recognizes  that 


INTRIGUE:  Is  Dole  a  hidden  alhj 


an  accord  would  help  CUnton  I'everse  his  image  as  an  ineffec- 
tual leader  and  add  to  Dole's  stature  as  the  insider  who  gets 
things  done — the  essence  of  the  Kansan's  campaign. 

A  compromise  would  boost  GOP  deficit  hawks  as  well.  Sen- 
ate Budget  Committee  ChauTnan  Pete  V.  Domenici  (R-N.  M.) 
and  his  House  counterpart,  John  R.  Kasich  (R-Ohio),  know 
that  significant  deficit  reduction  can  be  done  only  tlu'ough  an 
overhaul  of  Medicare  and  Medicaid,  which  are  expected  to 
cost  a  staggering  $435  biUion  in  the  year  2000.  Taking  on 
those  politically  sensitive  progi'ams  will  be  much  easier  if  done 
a.s  pait  of  a  bipartisan  health-cai'e  refonn  push.  Wlule  Domen- 
ici remains  skeptical  about  Clinton  climb- 
ing aboard  the  fiscal  bandwagon  anytime 
soon,  he  concedes  major  deficit  reduc- 
tion "would  be  impossible  without  the 
President,  if  he  wants  to  veto  it." 

As  for  Gingiich,  he  is  struggling  to 
^^•^  hold  the  Contract  With  America  together. 

)  His  $189  billion  tax  cut  is  under  heavy  as- 

:;|  sault — even  among  Repubhcans  who  be- 
^^^^^■j^  Meve  it's  too  generous  to  the  wealthy.  And 
^^^^^^^k  he  has  been  unable  to  build  a  consensus 
^IHI^^H  for  the  big  spending  cuts  he'll  need  to 
balance  the  budget.  His  only  hope:  Bring 
more  Democrats  into  the  fold. 
That  won't  happen  oveiTiight.  The  White  House  will  contin- 
ue sniping  away  at  least  until  May,  when  Republicans  unveil 
their  own  proposals  to  balance  the  budget  by  2002.  But  as 
early  as  summer,  the  partisan  vitriol  could  be  replaced  by  se- 
rious overtures  to  Republicans,  probably  led  by  a  group  of 
hawkish  Senate  Democrats,  insiders  confide.  Explains  Repre- 
sentative Charles  H.  Stenholm  of  Texas,  leader  of  swing- 
vote  consei'vative  Democrats:  "We're  looking  fomard  to  the 
end  of  the  first  hundred  days  so  we  can  get  down  to  the  se- 
rious stuff  on  the  budget."  And  once  they  stall  bargaining, 
Clinton,  Dole,  and  Gingrich  may  even  surprise  themselves. 

Bif  Hoirard  Gleckrnn ii,  irifh  RicJiard  S.  Dunham 


CAPITAL  WRAPUP 


BEFiGURING  STATISTICS 

►  Amid  growing  criticism  that  cur- 
rent data  collection  and  analysis  miss 
imdamental  changes  in  the  U.  S. 
iconomy,  the  Clinton  Administration 
las  begun  a  high-level  review  of  the 
government's  far-flung  economic  sta- 
tistics agencies.  The  goal  of  the  re- 
/iew,  being  conducted  by  a  task  force 
;hat  includes  officials  from  the  Office 
)f  Management  &  Budget,  the  Council 
)f  Economic  Advisers,  and  the  Com- 
nerce  and  Labor  Depts.,  is  to  boost 
:ooperation  among  sometimes  rival 


agencies,  many  of  which  are  now 
barred  by  law  from  sharing  data.  De- 
spite the  urging  of  some  private  econ- 
omists, however,  the  task  force  is  not 
expected  to  recommend  creation  of  a 
single  statistical  agency,  such  as  Sta- 
tistics Canada. 

TRADE  TALK  TURNS  TOUGH 

►  U.  S. -Japanese  trade  relations  are 
so  bad  that  the  usual  diplomatic  cour- 
tesies have  given  way  to  caustic  ex- 
changes over  stalemated  talks  on  au- 
tos  and  auto  parts.  The  latest  salvo 
came  in  March  when  Ryutaro  Hashi- 


moto, head  of  Japan's  Ministry  of 
International  Trade  &  Industry,  sent 
U.  S.  Ti-ade  Representative  Mickey 
Kantor  an  in-your-face  letter  threat- 
ening to  file  a  complaint  with  the  new 
World  Ti'ade  Organization  if  Washing- 
ton doesn't  stop  pushing  Tokyo 
around.  Make  my  day,  Kantor  fired 
back.  He  said  he  would  welcome  a 
chance  to  describe  the  barriers  erect- 
ed to  keep  American  manufacturers 
out  of  Japan's  market.  NoW',  Kantor  is 
raising  the  volume,  threatening  to 
preempt  Tokyo  and  go  to  the  WTO 
with  his  own  complaint  first. 
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International  Business 


GERMANY 


THE  MIUELSTAND 
TAKES  A  STAND 


Rocked  by  wage  hikes  and  the  surging  mark.  Germany's  entrepreneurs  are  fighting  bacl« 


For  two  frantic  veal's,  Ger- 
man entreprenem-  Hai-ald 
Koite  took  painful  meas- 
ures to  steer  his  S80 
million  auto  parts  maker, 
Schoneweiss  &  Co.,  thi'ough  the 
recession.  Axing  a  quaiter  of  his 
workforce,  he  automated  the 
metalworks  that  his  family  has 
ran  for  thi"ee  generations  in  Hag- 
en,  a  town  in  GeiTnany's  industri- 
al heailland.  Then,  just  as  the 
company's  outlook  was  brighten- 
ing, trouble  struck  again  in 
Maixh:  The  big  wage  hike  won 
by  the  Genrian  metal  workers 
union  will  push  Korte's  labor 
costs  up  a  shocking  11%  by 
yeai'end. 

It's  a  major  blow  for  Korte — 
and  for  the  2.5  million  small  and 
medium-size  companies  kno\™ 
as  GeiTnany's  Mittelstand.  The 
double  whammy  of  the  wage 
hike,  plus  this  year's  10%  rise 
of  the  GeiTnan  mai"k  against  the 
dollai',  have  knocked  the  wind 
from  small  manufacturers  just 
as  they  were  staggering  out  of  Ij^H 'i  1 '  1 1 ' .  J  ,<  I 


the  recession.  But  the  feisty 
leaders  of  this  sector,  which  ac- 
counts for  two-thirds  of  Ger- 
many's economy,  ai"e  not  taking 
the  challenge  Ijing  down.  Koite, 
for  example,  is  ordering  new 
equipment  to  replace  12  more 
workers  and  checking  out  pro- 
duction in  Britain,  where  labor  is 
er.  "We  have  to  be  flexible  to 
he  says. 

HOPPING  MAD.  The  fate  of  much  of  Ger- 
man industiy  rests  on  the  Mittelstand 
entrepreneui-s.  WHle  giants  such  as  Sie- 
mens and  Daimler  Benz  are  also 
pinched,  they  have  more  cash  and  have 
ah'eady  launched  production  overseas. 
To  fight  rising  competition  from  Asia 
and  sui'vive  soaiing  costs,  the  Mittel- 
stand managers  must  reach  for  radical 
solutions. 

Some  companies — perhaps  several 
thousand — could  go  under  But  the  sui'xi- 


Greiffenberger. 
owner  of  steelmaker 
J.X.  Ebeiie.  defied 
\ieious  picketing 
and  slashed  costs 


cheap- 
^m'\-ive," 


vors,  by  bending 
iTiles  and  bucking  tradi- 
tion, may  alter  the  face 
of  GeiTnan  industiy  for 
good.  Theh'  effoits  may 
lead  to  more  companies 
going  pubhc  to  raise 
new  capital  and  more 
professional  managers 
being  hii'ed  to  strengthen  the  famQy  op- 
erations. Many  companies  ai'e  looking 
to  expand  offshore.  They  are  even  ■■ 
threatening  to  crack  the  monolithic 
stiuctui-e  of  wage  negotiations. 

Already,  Mittelstand  companies 
are  challenging  the  wage  settlement. 
They  ai"e  hopping  mad  at  the  rigid, 
pricey  outcome.  Some  ai-gue  that  em- 
ployer representatives  considered 
only  the  pocketbooks  of  lai-ge  compa- 
nies when  they  negotiated  a  two- 
step  raise  this  year  on  top  of  a 
planned  cut  in  the  workweek  to  35 
hours.   Others  think  they  simp- 


So  the  Mittelstand  companies  are  t*- 
ing  mattere  into  their  own  hands.  Pi'cf 
ably  only  5%  wiU  puU  out  of  the  emplci- 
ei-s  association:  While  they  could  tih 
freely  negotiate,  they  would  also  I 
more  \Tilnerable  to  strikes.  But  Thonfc 
Bentz,  president  of  the  Associationi 
Entrepreneui-s,  estimates  that  as  mat 
as  50%  of  smaller  companies  are  stretP 
ing  the  inles  to  the  limit. 

GERMANY'S  POTENT  MIUELSTAl 

•  Includes  2.5  million  companies,  nearl^ 
40%  family-owned 

•Accounts  for  80%  of  employment  in  thi 
private  sector  ^ 

•  Comprises  two-thirds  of  GNP 

•  Relies  on  exports  for  40%  of  sales 
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A  typical  case  is  J.  N.  Eberle,  a  strip- 
teel  maker  near  Munich.  It  plunged 
nto  the  red  in  1993  when  Swedish  com- 
letitors  flooded  the  market  after  the 
xona  was  devalued.  But  owner  Heinz 
Jreiffenberger  and  his  250  workers, 
tracing  vicious  picketing  from  IG  Metall, 
.greed  that  for  1994  they  would  clock 
0  hours  at  36  hours'  pay.  It  worked. 
Ul  jobs  were  saved.  The  company  is 
lack  in  the  black.  "You  have  to  have  a 
trong  spirit,"  he  says.  "But  if  we  don't 
hange  the  system,  we  will  all  suffer." 

Those  companies  that  can  are  foUow- 
ng  the  German  giants'  lead  and  pro- 
lucing  overseas.  While  many  in  the  Mit- 
elstand  have  long  exported  world-class 


poised  to  post  a  profit  again  this  year. 
When  the  wage  deal  was  announced,  he 
became  so  depressed  that  he  left  work 
early  to  take  a  walk  in  the  woods. 

Now,  he  may  pump  an  additional  $2 
million  into  Trumpfs  laser-machine  plant 
in  Connecticut — on  top  of  an  already 
planned  $6  million  expansion  there — to 
make  the  U.  S.  a  major 
export  base.  That  would 
leave  just  research  and 
the  most  complicated 
pi-oduction  in  Gennany. 
"Germany's  time  as  an 
exporter  is  over 
declares. 

Not  all  family  comjia- 


STRONG  ON  SERVICE 


Frank  and  Gunter 
Blase,  owners  of 
plastic-chain  maker 
he  Igus,  stay  open  late 
to  take  orders 


I'oducts,  fewer  have  offshore  prudue- 
on.  But  the  pace  of  overseas  invest- 
lent  is  picking  up.  Coffee-machine  mak- 
r  Melitta,  for  example,  started 
?sembling  household  machines  in  Portu- 
il  in  January. 

ICHE  SEARCH.  Trtimpf,  a  maker  of  ma- 
line  tools,  is  also  expanding  overseas, 
fter  a  slump  that  forced  him  to  lay  off 
)0  people  at  his  plant  near  Stuttgart, 
nimpf  owner  Berthold  Leibinger  was 

...FACES  MAJOR  CHANGE 

iment  of  more  production  to  Southern 
Central  Europe  and  Asia 

ys  in  investment  and  iiiring  plans 

ifice  of  traditional  independence  to 
strategic  alliances 

i  of  ownership  stakes  to  raise  capital 


nies  can  afford  such  overseas  invest- 
ment. Those  that  can't  must  increasing- 
ly sacrifice  their  prized  independence. 
J.  Eberspacher,  which  supplies  exhaust 
systems  to  auto  makers,  has  sales  of 
around  $4  milhon  in  the  U.  S.  and  hopes 
they  wiW  hit  $10  million  once  Mercedes- 
Benz  opens  its  plant  in  Alabama.  Still, 
"that's  not  enough  to  justify  building 
my  own  line,"  says  Chief  Executive 
Giinter  Baumann.  With  the  hefty  mark 
H  slamming  exports,  he  has  licensed 
production  to  Calsonic,  a  Nissan  Mo- 
tor Co.  subsidiaiy  with  a  factoiy  in 
Tennessee.  He  is  even  looking  into  a 
joint  venture  in  China. 

Most  important,  the  Mittelstand 
companies  must  improve  even  on 
their  traditional  strengths  of  flexibil- 
ity and  innovation.  Companies  such 
as  Cologne-based  Igus  are  breaking 
with  convention.  The  maker  of  plas- 
tic chains  that  secure  cables  on  ma- 
chines now  plans  to  stay  open  late 


and  take  orders  of  any  size  until  8  p.m. 
on  weekdays  and  on  Saturday  morn- 
ings. And  Prinz,  a  onetime  utensO  mak- 
er near  Frankfurt,  has  expanded  into 
solar  heating  tubes  and  glass  fibers. 
Says  Chairman  Hellmuth  Huser:  "The 
only  way  to  survive  cost  pressui'es  is  to 
jump  into  niche  markets  with  high-tech 
products." 

For  many  Mittelstand  com- 
panies, the  new  economic  pres- 
sui'es  are  aggi'avating  a  genera- 
tional crisis.  About  half  of  the 
600,000  largest  companies  in  the 
sector  are  seeking  a  successor 
to  the  current  owner  or  man- 
ager right  now.  That  opens  the 
door  to  more  professional  man- 
agers— sometimes  from  within 
the  family.  Gunter  Blase,  an  en- 
gineer who  founded  Igus  in 
1964,  still  handles  production  at 
age  64.  But  now  son  Frank,  35, 
who  has  an  mba,  is  building  up 
marketing  and  sales. 
ON  THE  BLOCK.  Other  compa- 
nies must  go  outside  for  new 
blood.  Schoneweiss'  Korte,  64, 
has  two  sons,  but  neither  is 
interested  in  taking  over.  So 
next  month,  he  is  bringing  in  a 
4:3-yeai"-old  manager  experienced 
in  metalworking — the  first  time 
in  130  years  that  someone  out- 
side the  four  owning  families 
took  the  helm.  "We  need  pro- 
fessionals now,"  he  says. 

That  sentiment,  combined 
with  the  need  for  fresh  capital, 
also  means  more  companies  will 
go  on  the  block.  London  ven- 
tui'e  capitalists  are  ah-eady  look- 
ing for  investments.  "Five  years 
ago,  we  were  dismissed  as  exot- 
ic, now  they  want  to  hear  all 
the  options,"  says  Stephen  Behr,  a  con- 
sultant at  DGM,  a  unit  of  Deutsche  Bank 
that  specializes  in  the  Mittelstand.  Geb- 
hard  Reusch  is  one.  To  raise  capital  to 
expand  his  small  company  international- 
ly, the  47-year-old  maker  of  soccer  and 
ski  gloves  sold  100%  of  his  shares  last 
year  to  Britain's  Pentland  Group,  but 
he  stayed  on  as  president.  Now  he  is 
launching  production  in  the  U.  S. 

The  coming  months  will  be  tough  for 
Germany's  Mittelstand.  As  they  cut 
costs,  export  jobs,  and  change  their 
management  styles,  they  are  sure  to 
have  an  impact  on  Germany's  economy. 
Tens  of  thousands  of  jobs  could  be  lost 
in  the  next  few  years.  But  the  betting 
is  that  the  majority  of  the  Mittelstayid 
companies  will  survive  the  crunch.  In 
the  process,  they  may  teach  Gei-many's 
giant  companies  and  its  inflexible  unions 
new  ways  to  stay  competitive. 

By  Karen  Loivry  Miller 
in  Hagen,  Germany 
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Tax  Time  Is 
Almost  Here. 

Call  Dreyfus  now  to  fund  your  IRA 

Don't  miss  the  chance,  this  yeai\  to  enjoy  the  tax  advantages  of  an  IRA.  You  have  until 
April  17  to  make  a  1994  IRA  contribution.  Call  us  now  to  open  or  add  to  an  IRA  at  Dreyfus. 
We'll  show  you  how  easy  we  can  make  it. ..discuss  your  options. ..and  tell  you  about  our  more 
than  thirty  no-load  choices  for  your  IRA,  including  these  highly  rated  mutual  funds: 

Dreyfus  Growth  and  Income  Fund 

**** 

4  Star  Overall  Rating  from  Morningstar  reflecting  the  Fund's  3-year  historical 
risk-adjusted  performance  among  1,146  equity  funds  as  of  1/31/95*. 

Dreyfus  New  Leaders  Fund 

★  ★*★ 

4  Star  Overall  Rating  from  Morningstar  reflecting  this  small-company  fund's 
10-year  risk-adjusted  performance  history  among  1.146  equity  funds  as  of  1/31/95*"^. 

Dreyfus  Short-Intermediate  Government  Fund 

***** 

Highest  5  Star  Overall  Rating  from  Morningstar  reflecting  the  Fund's  5-year  risk- 
adjusted  performance  history  among  522  taxable  bond  funds  as  of  1/31/95*. 

For  more  complete  information  about  any  of  these  Funds,  including  management  fees,  distribution  fee  (if  applicable), 
charges  and  expenses,  obtain  a  Prospectus  by  calling  the  toll-free  number  below.  Read  the  Prospectus  carefully  before  you 
invest.  Past  performance  is  no  guarantee  of  future  results. 

Mutual  fund  shares  are  not  insured  by  the  FDIC  or  the  U.S.  Government  and  the  net  asset  value 
of  all  Income  and  equity  mutual  funds  will  fluctuate. 

CALL  1-800-443-9794  EXT.  4149 


'Source:  Morningstar  Inc.  1/31/95.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  and  are  subject  to  change  every  month.  Fui 
with  at  least  3  years  of  performance  history  are  assigned  ratings  from  1  star  (lowest)  to  5  stars  (highest).  These  ratings  are  calculated  from  a  fund's  3- 
and  10-year  average  annual  returns  (as  applicable)  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  refle 
fund  performance  below  90-day  Treasury  bill  returns.  New  Leaders  Fund  earned  4  stars  for  the  10-  and  5-year  periods,  and  3  stars  for  the  3-year  pet 
ended  1/31/95.  The  Short-Intermediate  Government  Fund  earned  a  5  star  and  4  star  rating  for  the  individual  5-year  and  3-year  periods  ended  1/31/95  resp 
tively;  dunng  this  period  certain  Fund  fees  were  being  waived  by  The  Dreyfus  Corporation  without  which  the  Government  Fund's  performance  would  h 
been  lower  10%  of  funds  in  an  investment  category  receive  5  stars:  22,5%  receive  4  stars:  442  equity  funds  v/ere  rated  for  the  10-year  period.  870  for 
5-year  period  and  1 .146  for  the  3-year  period;  362  taxable  bond  funds  were  rated  for  the  5-year  period  and  522  for  the  3-year  period,  all  ended  1/31/95. 
t  There  is  a  1%  redemption  fee  on  New  Leaders  Fund  shares  redeemed  or  exchanged  within  the  first  six  months  of  issuance.  In  the  pursuit  of  greater  rewail, 
investing  in  small  capitalization  companies  involves  increased  risk.  ©1995  Dre^j'fus  Service  Corp..  Broker-Dealer  Premier  Mutual  Fund  Services,  DistribuK 
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rURKEY  MAY  HAVE  BOUGHT  ITSELF 

ft  WORLD  OF  TROUBLE  

wanted  to  resolve  the  Kurdish  conflict  to  clear  the  way  for 
democratic  reforms  such  as  lifting  partial  censorshij^ — a  con- 
dition for  Turkey's  admission.  Although  European  govern- 
ments have  signed  off  on  the  union,  the  deal  still  must  be  rat- 
ified by  the  outspoken  European  Parliament. 

So  fai;  Europe  is  taking  a  tougher  line  than  Washington.  The 
Clinton  Administration  at  first  gave  a  gi-een  light  to  Operation 
Steel.  Ankara,  after  all,  is  a  longtime  ally  and  key  backer  of 
sanctions  against  Iraq.  But  the  Administration,  concerned  that 
the  invasion  might  drag  on,  is  now  lU'ging  caution. 

U.S.  officials  also  wony  that  the 
operation  could  sidetrack  Ciller 
from  problems  at  home.  "This  dis- 
sipates the  poHtical  energy  needed 
u  IV  modeiTiizing  the  economy,"  says 
a  State  Dept.  official.  Turkey's 
economy  slu'ank  6%  last  year.  And 
while  inflation  has  recently  slowed, 
unemployment  is  still  lS'7c.  Ciller 
also  faces  religious  and  ethnic  dis- 
turbances. Recent  riots  in  Ankara 
and  Istanbul  caused  19  deaths. 

Ironically,  the  unintended  winner 
euuld  be  Saddam  Hussein.  The 
border  area  is  a  no-fly  area  for  the 
Iraqis  and  that  has  given  the 
Kurds  carte  blanche  in  the  region. 
"Instability  in  northern  Iraq,"  says  Phihp  Robins,  a  speciahst 
at  London's  Royal  Institute  of  International  Affairs,  "will 
bolster  the  view  that  the  Iraqi  state  should  be  allowed  to 
reimpose  its  will  over  the  area."  But  granting  Saddam 
Hussein  any  leeway  would  lom  into  U.S.  opposition.  This 
could  prove  divisive  when  Ciller  heads  to  Washington  for 
talks  in  April.  In  the  end,  both  Ankara  and  Washington  may 
wish  that  Turkey  had  nevei'  gambled  on  Operation  Steel. 

By  John  Rossant  in  Rome  and  John  Doxey  in  Istanbul, 
witii  Amy  Bomis  in  Washington 


When  Turkish  Prime  Minister  Tansu  Ciller  launched 
35,000  elite  troops  into  northern  Iraq  on  Mar.  20,  she 
was  betting  on  a  quick  payoff.  Some  2,400  insurgents 
)elonging  to  the  Kurdish  Workers  Party  (pkk)  have  been  us- 
ng  bases  across  the  Iraqi  frontier  to  mount  raids  into  Turkey. 
S.  swift  blow  against  the  pick;  would  help  Ankara  turn  the  tide 
ti  its  1 1-year  guerrilla  war  against  the  Kurds.  And  it  would 
ift  Ciller's  popularity  before  national  elections  next  year. 

But  code-named  Operation  Steel  may  have  backfii'ed.  In  the 
irst  week  of  the  operation,  the  Turks  say  only  1.5S  PKK 
ebels  have  been  killed.  With  most 
f  the  PKK  resistance  now  in  moun- 
ain  hideaways — both  in  Iraq  antl 
Xirkey — the  danger  is  growing- 
hat  Ankara's  troops  will  become 
ogged  down  in  a  no- win  situation, 
ndeed.  President  Suleyman  Dem- 
■el  now  warns  that  the  operation 
won't  be  finished  in  days,  [nor]  in 
couple  of  weeks."  A  prolonged 
icm^sion  could  fuel  tensions  in  the 
[ready  explosive  region. 
ANGEROUS  PRECEDENT.  The  Tiu  k- 
;h  attack  sets  a  dangerous  prece- 
ent  for  the  post-cold  war  era. 
/ith  its  security  zone  in  southern 
ebanon,  Israel  has  been  the  only 

;her  state  to  occupy  neighboring  territoiy  for  a  specific  se- 
irity  objective.  "Now  Turkey  is  doing  it,  and  this  could  be 
le  fa-st  in  a  long  series  of  similar  actions,"  says  Martin  Van 
reveld,  a  militaiy  expert  at  Jeiusalem's  Hebrew  University. 
More  immediately  for  Ankai'a,  0])eration  Steel  is  alienating 
Western  Eui'ope,  Turkey's  major  ti-ading  partner.  On  Mar.  27, 
erman  Chancellor  Helmut  Kohl  announced  plans  to  freeze 
[07  million  in  proposed  militaiy  aid  to  Ankai'a  to  protest  the 
vasion.  The  conflict  could  derail  Tui'key's  long-awaited  entry 
to  a  customs  union  with  Europe.  Paradoxically,  Ciller  has 
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GLOBAL  WRAPUP 


NEW  TELECOM  CHIEF 

►  To  bolster  its  management  ranks  in 
idvance  of  its  privatization  next  year, 
Grermany's  Deutsche  Telekom  has 
rapped  Ron  Sommer,  head  of  Sony  Eu- 
rape,  to  be  its  new  president.  The 
!nove  underscores  the  German  monop- 
oly's determination  to  get  itself  into 
shape  to  compete  against  European, 
lapanese,  and  American  rivals  when 
I  Germany's  market  opens  to  competi- 
^  ion  in  1998.  Sommer,  45,  immediately 
I  ieclared  he  was  up  to  the  task:  "I  am 
1  lot  afraid  of  any  competitor,"  he  says. 


The  new  boss  is  an  internationalist 
and  a  techie.  An  Israeli-born  German 
citizen,  Sommer  earned  a  doctorate  in 
math  at  age  21.  He  worked  for  com- 
puter maker  Nixdorf — now  part  of 
Siemens — both  in  Europe  and  the 
U.S.  During  Sommer's  stint,  Nixdorf 
w^as  one  of  Germany's  hottest  tech 
companies.  In  1980,  Sony  tapped  him 
to  manage  sales  of  commercial  elec- 
tronics in  Germany.  In  1990,  he  was 
made  president  of  Sony's  U.S.  opera- 
tions, and  in  1993  he  returned  to  Ger- 
many to  run  its  European  business. 

Sommer  seems  confident  he  can 


prepare  Telekom  for  the  onslaught  of 
competition.  "No  one  has  a  clear  stra- 
tegic advantage  worldwide,"  he  says. 
"This  is  a  marathon,  and  we're  only  in 
the  first  mile."  To  keep  pace,  he  will 
have  to  slash  the  230,000  workforce  at 
Telekom  and  vastly  improve  its  ser- 
vice. The  stakes  are  high:  Telekom 
will  be  one  of  Europe's  biggest-ever 
privatizations.  Global  investors  are 
getting  the  jitters  as  rivals  prepare 
an  attack  on  the  German  market  that 
could  depress  Telekom's  value.  The 
pressure  on  Sommer  will  only  rise. 
By  Karen  Loivry  Miller-  in  Bonn 
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IT'S  AS  FINELY  TUNED  UNDER  THE  RO 


In  designing  the  Galant  LS,  we  strived  to  create  a  car  that  excelled  in  every  respect.  That's  why  inside,  you'll  find 

more  interior  room  than  Accord  EX  or  Alt  ima  GLE.  And  with  an  availabiG  Luxury  Package,  there's  plush  leather  trim, 

INTRODUCING  THE  LUXURIOUS 

an  8-speaker  Mitsubishi/Infinity'  audio  system,  plus  meaningful  luxuries  like  a  power  driver's  seat  you  can  adjust  four 

NEW  GALANT  LS. 

ways,  and  a  security  system  with  remote  keyless  entry.  There's  also  an  exclusive  feature  called  Mitsubishi  HomeLink" 
which  lets  you  operate  security  gates,  garage  doors,  even  house  lights,  all  as  you  pull  up  your  driveway.^  Powering 
the  Galant  is  a  confident  141 -horsepower"engine,  with  a  very  smooth  automatic  transmission.  Anti-lock  brakes  are 
available,  and  dual  air  bags  are  standard.  Yet,  you  can  get  into  a  base  model  Galant  starting  at  just  $14,349.^^ 
Probably  why  Road  &  Track  remarked,  "It's  without  question,  a  lot  of  car  for  the  money."*** To  which  you'll  surely 
add,  "A  lot  of  finely  tuned  car  for  the  money."  For  the  Mitsubishi  Motors  Dealer  nearest  you,  call  1-800-55MITSU. 


GALANT 


AMITSUBISHI 

mialil  The  New  Thinking  in  Automobiles 


Media 


CABLE  TELEVISION 


TCI'S  ENDLESS 
MORNING  AFTER 


It's  still  short  of  cash  for  making  its  envisioned  cable/telephone  system  a  reality 


To  those  who  fear  him — and  there 
are  many — John  Malone  inspires 
any  number  of  dark  images:  Daith 
Vader,  the  Godfather,  you  name 
it.  But  as  he  settled  deeply  into  his  of- 
fice sofa  recently,  hands  cradling  a  cup 
of  hot  tea,  the  chief  executive  of  Tele- 
Communications  Inc.  (TCI)  looked  any- 
thing but  fearsome.  Malone  was  still 
suffering  the  lingering  effects  of  a  flu 
that  had  swept  through  TCi's  manage- 
ment I'anks.  He  had  spent  the  previous 
week  at  home,  glued  to  the  O.J.  Simp- 
son trial.  "I  got  mad  every  time  Judge 
Ito  adjourned  early,"  he  joked  halflieail- 
edly.  Even  his  smile  looked  tired. 

Its  been  that  kind  of  year  for  Ma- 
lone. TCI  has  been  enduring  a  sort  of 
corporate  flu  ever  since  the  collapse  13 
months  ago  of  its  staggering  $35  billion 
merger  with  Bell  Atlantic  Corp.  The 
deal  was  to  have  been  Malone's  end- 


game, a  rich  reward  for  the  22  years 
spent  building  the  world's  most  poweiful 
cable-television  company.  Everyone 
agTeed  it  made  consummate  sense:  In  a 
future  where  telephone  companies  would 
provide  TV  sigiials  and  cable  companies 
would  provide  telephony,  TCI  and  Bell 
Atlantic  w"ould  combine  to  conquer. 

Instead,  Malone  is  fending  for  himself 
before  a  daunting  array  of  problems. 
Chief  among  them  is  how  he  will  fi- 
nance the  cable/telephone  system  of  the 
future  without  access  to  Bell  Atlantic's 
deep  pockets,  tci  already  has  a  tower- 
ing $11.5  billion  in  debt  and  its  prodig- 
ious cash  flow  dipped  3%,  to  $1.8  billion, 
in  1994  as  a  result  of  government  man- 
dated rate  cuts.  Its  stock,  whicli  topped 
30  in  late  1993,  is  wallowing  near  21, 
and  a  complicated  restructuring  plan 
broached  in  November  hasn't  given  Wall 
Street  much  cheer 


BRAVE  TALK  FROM  THE  FOXHOLE 


Cable  vetermi  Joint  C.  Malone  doesn't 
mince  words.  This  interview  with  Los 
Angeles  bureau  chief  Ron  Grover 
proved  no  exception.  Grover  caught  up 
with  Malone  at  the  suburba)i  Denve)' 
offices  of  Tele -CommuuAcat ions  Inc. 

Q:  The  Babij  Bells  vow  to  take  a  big 
cliunk  of  gour  video  market.  Will  they? 
A:  That's  like  Hitler  invading  Russia 
and  assuming  there  would  be  no  retalia- 
tion. The  reality  is  that  no  one  really 
knows  how,  if,  or  when  the  competition 
will  evolve.  So  far,  it's  just  a  war  of 
words  but  not  much  action.  They've  an- 
nounced all  kinds  of  multimedia  pro- 
gram ventui-es,  but  you  can't  point  to 
anything  that  they've  actually  done. 

Q:  They  plan  to  offei-  a  wide  raitge  of 
interactive  services  — 
A:  Market  research  shows  that  there 
are  very  few  services  the  public  has 


any  interest  in  on  any  scale.  I  think 
we  pretty  much  know  what  the  loco- 
motives have  to  be  to  cany  these  in- 
vestments. Video-on-demand  is  a 
i-evenue  generator,  but  not  nearly  as 
big  as  they  think.  I  wish  I  had  kept 
a  file,  but  at  one  time  [Bell  Atlantic 
Corp.  ceo]  Ray  [Smith]  had  video 
generating  something  like  $10,000  of 
revenue  per  household  in  New  Jersey. 
Even  the  Mafia  doesn't  have  that  kind 
of  disposable  income  for  communica- 
tions. It  was  getting  to  the  point  of 
being  silly. 


Q:  Are  you  as  capital-con strcdned  as 
the  telcos  say? 

A:  I  have  the  money  I  need  to  do  what 
I  want.  I  built  this  whole  company  on  a 
bootstrap.  The  wonderful  thing  about 
doing  that  is  you  don't  get  out  of  whack 
with  reality.  Our  strategy  is  to  add  ser- 
vices incrementally,  using  technology  as 


efficiently  as  possible.  We're  not 
ing  a  field  of  dreams — you  know 
it  and  they  will  come.  The  fii'st 
services  for  the  Information  Sup 
way  will  be  digital  TV,  which  we 
late  this  year,  then  asymmetrica 
connect  for  personal  computers, 
building  on  what  we  have,  we'll 
with  a  much  lower  marginal  cosi 
ture,  and  that  will  allow  us  to  u: 
]3rice  our  competitors. 

Q:  You  mean  the  telcos? 
A:  Sure.  Their  entire  cost  stract 
just  so  much  higher  than  ours.  E 
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Tlie  heavy  spending,  meantime,  has 
ready  begun  (table,  page  63).  In  Feb- 
lary.  Sprint  Corp.,  TCi,  and  two  other 
g  cable  companies  laid  down  .$2.1  bil- 
m  in  a  government  auction  for  licens- 
;  to  provide  a  new  type  of  wireless 
lephone  service  known  as  PCs.  That 
ivers  licenses  only;  building  the  system 
ill  cost  billions  more.  At  the  same 
ne,  the  specter  of  competition  from 
,e  Baby  Bells  and  direct  broadcast  sat- 
lite  has  accelerated  cable-industiy  con- 
ilidation,  forcing  Malone  to  use  his  de- 
•essed  stock  to  go  after  .$3  billion 
orth  of  new  cable  systems.  Most  re- 
■ntl}',  TCI  confirmed  it  is  negotiating  a 
iOO  million  deal  to  buy  systems  from 


is  that  no  one 
really  knows 
how,  if,  or  when 
the  competition 
will  evolve  fJ 

JOHN  C.  MALONE 


MALONE  STARTED 
TCI  22  YEARS  AGO 


inionized  workforce.  They  are 
ip  with  100  years  of  detritus — 
w,  loose  stuff  on  the  bottom  of 
in.  It's  the  residual  of  having 
3und  for  a  long  while.  The  real 
At  what  stage  will  they  be  will- 
acrifice  their  dividends  and  their 
ices  foi-  a  war  of  attrition? 

I've  signed  agreements  with 
Ovitz  and  Disney  to  create  pro- 
ng. Does  that  ivarry  you? 
lot  sure  what  it  gets  them.  I 
may  be  smoking  pot  or  some- 
iit  I  thought  I  had  a  15-yeai' 


Chronicle  Publishing  Co.,  which  wcnild 
raise  its  subscriber  base  to  12  million. 

But  even  spending  money  hasn't  been 
easy.  Malone  recently  backed  the  contro- 
versial paitnei'ship  that  tried  to  use  a 
Federal  Communications  Commission 
minority  tax  break  to  purchase  Viacom 
Inc.'s  cable  systems  for  $2.3  billion.  That 
deal  wilted  when  the  Republican  Con- 
gress moved  to  rescind  the  FCc  pro- 
gram. Although  Malone  hopes  to  buy 
the  Viacom  systems  anyway,  he'll  end 
up  spending  a  lot  more  than  the  $600 
million  he  first  pledged.  And  if  he  uses 
TCI  stock,  he'll  further  dilute  the  shares. 
DREAM  DEFERRED.  Then  there's  the 
Tiu-ner  situation.  Malone  and  Cable 
News  Network  magnate  Ted  Tiu-ner 
have  been  negotiating  for  months  to  buy 
out  Time  Warner  Inc.'s  19.4%  stake  in 
Tui'ner  Broadcasting  System  Inc.  That 
would  give  TCI,  which  already  owns  a 
2Vi  Turner  stake,  i07c  ownersliip  of  one 
of  the  nation's  hottest  pi'ogi-amming  com- 
panies. Tm-ner  and  Malone  would  then 
launch  an  effort  to  buy  a  network — most 
likely  CBS  Inc.  The  two-step  strategy 
would  vault  them  into  the  big  leagues  of 
Hollywood  "content"  pi'oviders — and  of- 
fer a  nice  counterbalance  to  TCl's  distri- 
liution  uncertainties. 

For  now,  however,  that's  a  dream  de- 
ferred. Malone  insists  Time  Warner's 
$1.6  billion  asking  price  is  just  too  high. 
Sources  close  to  the  talks  say  Time 
Warner  balked  when  Malone's  financing 
included  a  note  that  wouldn't  come  due 
for  a  year.  Also,  because  federal  i-egula- 
tions  prohibit  a  cable  company — or  an 


outfit  conti'olled  by  a  cable  company — 
from  owning  a  network,  Malone  and 
Turner  would  have  complex  control  is- 
sues to  hammer  out  before  chasing  CBS. 
Although  the  embers  are  still  glowing, 
the  talks  have  ceased  for  the  moment. 

Many  observers  think  Malone  simply 
can't  afford  everything  on  his  shopping- 
list.  Bell  Atlantic  ceo  Raymond  W. 
Smith  insists  it  was  TCi's  cash  flow  woes 
that  killed  theii'  proposed  merger.  "After 
years  of  8%  to  10%  cash  flow  growth, 
they-  were  looking  at  five  to  eight  years 
in  which  they  weren't  going  to  get  any 
gi'o\\1;h  except  for  some  price  increases," 
he  says.  Now,  he  insists,  TCi  is  crippled, 
doing  deals  with  stock  priced  near  21 
when  Malone  could  have  sold  out  to 
Bell  Atlantic  above  30.  "It  only  shows 
how  capital-constrained  he  is,"  Smith 
says.  "I  don't  think  TCi  has  the  ability  to 
wage  battle." 

Malone,  of  course,  has  his  own  strong 
opinions  about  competing  against  the 
Baby  Bells  (below).  Indeed,  he  a)id  Smith 
have  made  a  sport  of  berating  each  oth- 
er ever  since  the  deal  collapsed.  But 
while  the  TCI  chief  insists  he  has  plenty 
of  resources,  most  observei's  think  that 
depends  on  how  you  define  "plenty."  Says 
one  well-placed  cable  executive:  "He 
doesn't  have  a  lot  of  diy  i)owder,  and  as 
we  move  from  monopoly  to  competition, 
you've  got  to  keep  your  powder  diy." 

Financial  gymnastics  are  Malone's 
trademark,  and  his  cun-ent  strategy  is 
no  different.  It  seems  to  boil  down  to 
this:  Use  stock — even  if  depressed — to 
continue  acquiiing  critical  mass  and  use 


contract  for  all  of  Disney's  movies. 
And  Mike,  he's  a  broker.  I've  never 
known  a  broker  to  take  sides.  He'll 
work  for  anyone.  They  say  they 
want  guaranteed  access  to  program- 
ming, but  that's  like  saying  you  need 
to  own  a  share  of  stock  in  a  dairy  to 
get  milk.  Money  buys  progTamming. 
Anyone  with  good  progi'amming  is 
going  to  want  to  distribute  it  as 
broadly  as  possible.  They're  not  go- 
ing to  say:  "I'm  only  going  to  sell 
my  product  to  Ray  Smith's  subscribers." 
This  is  brain  damage.  Most  of  what  they 
are  doing  is  designed  to  stop  their  com- 
petitors from  raising  capital. 

Q:  The  cable  system  that  you  and  U  S 
West  jointly  own  in  Britain  has  cap- 
tured 30%  of  the  pho7ie  market.  Is  that 
a  model  for  the  U.S.? 
A:  Or  more.  It  depends  on  whether  you 
can  offer  a  superior  product.  We  think 
our  PCS  [wireless  telephone]  product  will 
be  superior  to  anything  the  public  has 
now,  and  we'll  be  able  to  price  it  more 
competitively.  So,  yeah,  we  think  we  can 


capture  a  substantial  market  share. 

Q:  Tlie  Baby  Bells  ivoidd  dispute  that. 
A:  How  do  they  know?  It's  been  years 
since  they  competed  with  anyone.  Let's 
face  it,  if  you  give  those  guys  three 
drinks,  they'll  admit  they're  still  two 
genei'ations  away  from  becoming  entre- 
preneurial. They're  moving  in  that  di- 
rection, but  they're  a  long  way  from 
normal  competitive  practices. 

Q:  Youi-e  buying  a  lot  of  cable  systems. 
How  big  does  Tele-Communications 
Inc.  intend  to  grow? 
A:  There  is  a  benefit  to  growth  in 
terms  of  being  able  to  meet  the  compe- 
tition, but  we're  not  interested  in 
growth  for  gi'owth's  sake.  That's  why  I 
laugh  when  I  see  the  Time  Warner 
folks  saying  they're  going  to  be  so  big. 
If  we  counted  the  way  they  do  and  in- 
cluded our  affiliated  companies,  we'd  be 
twice  as  big  as  they  are.  But  the  object 
is  not  to  be  the  biggest,  it's  to  be  the 
richest.  The  biggest  is  the  one  that  gets 
investigated  by  the  federal  government. 
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The  number  to  call  starts  with 


900-555- 


When  you  need  help,  one  thing  is  certain.  It  starts  with  900-555,  the  900  exchange  reserved 
exclusively  (or  business.  900-555  numbers  are  the  hstest  way  to  get  in  touch  with  Novell,  Ricoh, 
\.  M.  Best  Company  and  other  leading  companies  for  direct  access  to  the  business  information 
and  technical  support  you  need,  whenever  and  wherever  you  need  it.  At  prices  you  can  trust. 
That's  900-555.  It's  all  business  and  it's  only  from  AT&T.  For  companies  using  900-555,  check 
the  list  at  the  right.  Or,  for  a  more  complete  list,  call  1  800  655-1366,  Ext.  600. 


AT&T.  For  the  life  of  your  business.' 


AT&T 


Media 


verage  creatively  to  do 
/erything  else.  That's 
le  idea  behind  the  re- 
mt  restructuring.  The 
an,  which  is  still  being 
orked  on,  would  split 
;i  into  four  separately 
aded  units  that  would 
igregate  the  cable,  pro- 
ramming,  technology, 
id  foreign  operations, 
ach  would  have  its  own 


MALONES 
SHOPPINC  LIST. 


WIRELESS  SERVICES 

(PCS) 

$700  million  for 
licenses  and  $2  billion — 
or  maybe  more — for 
a  buildup  to  take  place 
over  the  next  three 


that  will  allow  for  twice 
as  many  channels  and  a 
clearer  picture.  Malone 
has  spent  $100  million  to 
convert  a  warehouse  near 
Denver  into  a  200,000- 
squai*e-foot  digital-TV  cen- 
ter where  signals  are  be- 
ing compressed  for 
satellite  transmission  to 
TCI  systems. 

That's  Malone's  plan. 


)ility  to  raise  debt  and    How  all  this  will  pan  out 


full-    South  America_   ^^em 


luity. 

Malone  also  favors  a 
an  whereby  the  Sprint- 
d  wireless  consortium 
ould  create  a  separate 
impany  to  raise  the 
;bt  and  equity  requii'ed 
r  the  estimated  $5  bil- 
)n  it  will  cost  to  build 
leir  wireless  telephone 
irvice.  That  would  work 

shield  each  partner's 
ilance  sheet.  The  prob 
m  is,  because  no 
dged  PCS  system  exists, 
)body  can  say  exactly 
iw  much  one  will  cost, 
le  level  of  borrowing 
iwer  required  is  a  mov- 
e:  target. 

Consequently,  Malone 
adopted  what  TCi's 
lief  Financial  Officer 
irney  Schotters  calls 
walk-before-you-run 
rategy."  TCi  has  laid 
t  a  modest  $3.2  billion, 
ree-year  capital  spend- 
l  program  for  its  ca- 
s  plant  that  focuses 
e  most  dollars  on  are- 
where  the  company's 
stems  are  well-clus- 
red — areas  like  San 
•ancisco  and  Miami, 
itlying  systems  are 
tting  an  upgi-ade,  too, 
t  won't  have  as  much 
pacity  initially. 
'OL'SGOLD?  This  will 
lay  TCi's  offering  to  all 
its  customers  the  galaxy  of  interac- 
e  services  the  Baby  Bells  and  Time 
irner  have  been  trumpeting  lately, 
it  that's  0.  K.  with  Malone.  He  insists 
it  market  studies  indicate  most  cus- 
ners  want  more  channels  and  first- 
a  movies — not  the  ephemeral  inter- 
;ive  services  promised  by  Ray  Smith. 
0  much  of  the  other  stuff  is  just 

11  ,"  Malone  says. 

Instead,  tci  will  focus  on  providing 
itomers  digitally  compressed  signals 


FIBER  UPGRADE 

$1  billion  this  year, 
on  top  of  the  $2.2  billion 
spent  since  1993 

VIACOM  CABLE 

$2  billion,  maybe  more, 
to  buy  Viacom's  systems 

FOREIGN  EXPANSION 

$2  billion  to  fund 
various  ventures  in 
Europe,  Asia,  and 


IS  an  open  question. 
There  is  no  measuring 
the  true  cost  of  competi- 
tion. And  while  both  the 
cable  companies  and  the 
Baby  Bells  offer  num- 
bers that  suggest  their 
side  will  end  up  being 
the  low-cost  provider, 
that  depends  on  any 
number  of  vaiiables  fr-om 
what  services  customers 
want  to  how  they  want 


delivered. 


OTHER  CABLE  DEALS 

Up  to  $3  billion  to  buy 
Sammons,  TeleCable, 
and  Chronicle 

ESTIMATED  TOTAL: 

$13  billion* 

•Actual  and  expected  expenditures  in  cash, 
debt,  and  securities 

DATA:  COtilPANY  REPORTS,  BUSINESS  WEEK 
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TCI  STOCK  PRICE 


JAN.  23 
ADOLLARS 

DATA  BLOOMBERG  FINANCIAL  tVlARKETS 


FICKLE  BASE.  TCI  also  has 
its  ragged  service  record 
to  woiTy  about.  The  com- 
pany has  spent  $100  mil- 
hon  on  new  softwai'e  to 
speed  up  service  re- 
sponse time.  But  winning 
true  customer  confi- 
dence— the  kind  that 
leafls  to  a  competitive  ad- 
vantage— will  take  both 
time  and  capital  spend- 
ing. Malone  admits  TCi 
has  a  long  way  to  go, 
and  he  keeps  one  recent 
episode  in  mind  as  a  mo- 
tivator: Last  year,  a  lo- 
cal phone  company  in 
southem  Connecticut  be- 
gan offeiing  cable  sei-vice 
to  a  small  number  of  tci 
subscribei-s.  At  one  point, 
as  many  as  20%  defected. 

Given  his  predicament, 
one  might  ex]3ect  Malone 
to  be  spending  most  of 
his  time  in  Washington 
these  days  lobbying  for  the  telecommu- 
nications bill  wending  through  Congr-ess. 
If  passed  as  conceived,  it  would  sweep 
away  many  of  the  rate  regulations  that 
have  dampened  TCi's  cash  flow.  That 
may  happen  yet,  and  it  certainly  would 
take  some  of  the  heat  off  Malone.  But, 
he  says,  "I'm  not  holding  my  breath." 
The  feisty  TCi  chief  is  used  to  going  it 
alone.  Why  should  now  be  any  different? 

By  Ronald  Grover  in  Denver,  with 
Michael  Oyieal  in  New  York 
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900-555-, 


Here  are  just  a  few  of  the 
companies  you  can  call  for 
help  and  information: 

Novell  Technical  Services 
WordPerfect  Support 
900-555-4010 

(First  min.  free/$2  each  add'l  min.) 

State  of  Michigan 
Security  Guard  Clearance 
900-555-9700  ($5  per  call) 

STAC  Electronics 
Premier  Technical  Support 
900-555-STAC  ($2.50  per  min.) 

Ricoh 

Printer/Fax  Product  Support 
900-555-RICOH  ($10  per  call) 

Borland 

Paradox  for  Windows  Software  Support 
900-555-1006 

(First  min.  free/$2  each  add'l  min.) 

AM. Best  Company 
Insurance  Company  Ratings 
and  News  Products 
900-555-BEST  ($2.95  per  call) 

State  of  New  York 
Medicaid  Provider  Line 
900-555-2525  (85C  per  min.) 

Lotus  Development  Corporation 
Customer  Support  &  Service 
900-55-LOTUS  ($2.95  per  min.) 

State  of  Colorado 
Incorporation  Information 
900-555-1717($1.50  per  min.) 


AT&T 


V 


I  was  thinking,  'If  I  can  just  get 
to  the  game,  I'll  he  all  right!  " 


JOHNNY  MOORE 

SAN  ANTONIO,  TEXAS 


The  point  guard  for  the  Spurs  never  made  it  to 
that  game  against  the  Lakers  back  in  1985.  Instead, 
he  landed  in  the  hospital,  where  after  10  days 
he  was  diagnosed  with  a  deadly  infection. 

For  months,  Johnny  was  plagued  by  excruciating 
headaches  and  terrible  nausea.  His  doctors  told 
him  he  might  go  blind  and  lose  the  use  of  his  limbs. 
They  said  he  might  even  die. 


Thanks  to  excellent  care  and  a  medication  made 
possible  by  the  research  we  do  at  Pfizer,  none 
of  these  came  to  pass.  And  Johnny  got  another 
shot  at  life. 

"  They  told  me  I'd  probably  never  have  kids,"  he  says. 
"And  now  I've  got  my  little  girl.  I'm  so  thankful." 


Weh'e  part  of  the  cure. 


The  Workplace 


UNIONS 


SMELLING  SALTS 
FOR  LABOR? 

Clinton's  moves  to  help  unions  may  give  them  new  muscle 


R 


leynolds  Metals  Co.  and  Aluminum 
,  Company  of  Ameiica  never  threat- 
lened  outright  to  permanently  re- 
place theii'  20,000  union  members  during 
1993  contract  talks.  Still,  the  possibility 
wonied  union  leaders  so  much  that  they 
reined  in  their  demands  and  didn't  walk 
out.  But  labor  will  be  tougher  when  the 
pacts  expire  in  1996.  The  reason: 
President  Clinton's  recent  order  f 
baning  employers  who  hire  perma- 
nent replacements  fi'om  doing  busi- 
ness with  the  govei'nment,  as  the 
aluminum  makers  do.  "The  order  is 
extremely  important  to  us,"  says 
Ernie  J.  LaBaff,  president  of  the 
Aluminum,  Brick  &  Glass  Workers 
union.  "Even  if  the  companies  don't 
say  they'll  hire  replacements,  it 
makes  us  stronger-  if  membere  know- 
it  can't  happen." 

Labor  ujiions  have  been  complain- 
ing lately  about  how  little  Clinton 
has  done  for  them,  a  core  Democi'at- 
ic  constituency.  But  his  Mar.  8  or- 
der on  pemianent  replacements  may 
help  ease  that  jilted  feeling.  The 
move  could  have  a  big  impact  on 
bai'gaining  at  lai-ge,  unionized  compa- 
nies. Labor  also  is  benefiting  fi'om  a 
newly  awakened  National  Labor  Re- 
lations Board  (nlrb),  which  is  mov- 
ing aggressively  to  curb  labor-law 
violations  by  employers. 
"SNOWBALL  EFFECT."  True,  Fvepubli- 
cans  and  business  gi'oups  may  yet 
reverse  both  efforts.  They  may  tiy 
to  cut  the  nlrb's  budget  and  are 
opposing  Clinton's  order  in  Congi-ess 
and  the  courts.  Republicans  also 
plan  to  push  bills  that  would  weak- 
en safety  and  health  inspections  and 
other  pro-laboi'  programs.  And  even 
if  Clintonites  prevail,  labor  won't 
suddenly  become  a  powerhouse. 
Still,  the  cumulative  effect  will  give 
unions  a  boost.  "These  things  have  a 
snowball  effect,"  says  Daniel  J.  B.  Mitch- 
ell, a  management  professor  at  the  Uni- 
versity of  California  at  Los  Angeles. 
"You  could  see  an  improvement  in  la- 
bor's bargaining  position  and  maybe 
even  a  turnaround  in  organizing." 
The  executive  order  calls  for  federal 


agencies  to  terminate  contracts  with 
anyone  who  hires  permanent  strike- 
breakers. It  also  allows  the  Labor  Dept. 
to  bar  employers  who  already  have 
hired  them,  such  as  tiremakei'  Bridge- 
stone/Firestone  Inc.,  from  bidding  on 
future  contracts.  The  Administration  is 
downplaying  the  impact,  pointing  out 


STRIKING 
BRIDGESTONE 
WORKERS: 
THE  NLRB 
MAY  BOOST 
CAUSES  SUCH 
AS  THEIRS 


Where  Labor's  Strength 
Is  on  the  Line 

Union  bargaining  clout  has  been  bolstered  by 
President  Clinton's  appointees  to  the  National 
Labor  Relations  Board  and  by  his  recent  order 
banning  government  contractors  from  hiring  per- 
manent replacements  during  strikes.  Some  major 
labor  pacts — companies  and  industries — coming 
up  this  year: 


EMPLOYER 

:  NO.  OF  UNION 
WORKERS 

EXPIRATION 
DATE 

McDonnell  douglas 

[  19,000 

Apr. 

CLOTHING  MANUFACTURERS 

:  45,000 

Apr. 

AUTO  TRANSPORTERS 

:  16,000 

May 

AT&T 

;  145,000 

May 

REGIONAL  BELLS 

:  250,000 

Aug. 

BOEING 

;  35,000 

Oct. 

OATA  BUREAU  OF  NATIONAL  AFFAIRS 


that  only  about  19  government  contrac- 
tors a  yeai"  use  permanent  replacements. 
And  officials  note  that  the  order  covers 
only  contracts  worth  more  than 
$100,000. 

But  the  move  is  certain  to  ripple  be- 
yond the  numbers.  More  than  90%  of 
the  nation's  1,000  largest  companies 
have  government  contracts  over  the 


thi-eshold,  federal  officials  say.  And  while' 
most  large  employers  don't  experience 
strikes  or  wind  up  hiring  .permanent 
strikebreaker's,  many  threaten  to  do  soi 
to  deter  walkouts.  Fully  82%  of  large 
unionized  employers  say  they  would  liire| 
replacements  if  they  were  struck  ink 
1995,  according  to  a  recent  survey  hy 
the  Bui'eau  of  National  Affairs  in  Wash- 
ington. Of  those,  25%  said  the  replace- 
ments would  be  permanent.  An  addi- 
tional 57%  said  they  hadn't  decided  that 
issue — leaving  the  possibility  open  as  a 
risk  unions  must  nan  if  they  strike. 
CLAMPING  DOWN.  Even  a  company  such 
as  General  Electric  Co.,  which  prides  it 
self  on  being  an  enlightened  employer 
Likes  the  added  lever-age.  ge  says  public 
ly  it  shuns  pennanent  r-eplacements.  Bui 
it  has  long  opposed  legislation  to  ban 
them  so  labor  won'] 
gain  clout.  Indeed 
Clinton's  ordej 
"would  shift  the  bal 
ance  of  power  to  la 
bor  if  it  sticks,"  sayj 
Shar-on  F.  Canner, 
vice-president  of  the  National  As 
sociation  of  Manufacturers,  which  i 
fighting  the  or-der. 

Clinton's  NLRB  is  swinging  th 
pendulum  back  from  managemeni 
too.  One  of  the  agency's  most  powe: 
ful  weapons  is  the  court  injunctioi 
which  helps  it  to  stop  employer 
from  br-eaking  the  law  and  delayin, 
the  conseciuences  imtil  a  union  is  d« 
feated.  In  the  year  since  Chairman 
William  B.  Gould  took  office,  th 
board  has  sought  105  such  injum 
tions,  including  one  against  baseba 
owners  on  Mar-.  27.  By  contr-ast,  th 
board  r-equested  about  40  a  yea 
during  the  Reagan  and  Bush  yean 
Gould  is  clamping  down  in  otht 
ar-eas,  too.  The  boarxl  has  set  tim( 
tables  for-  its  70  administrative  judj 

DATE  es  and  has  assigned  special  judgfl 

to  try  to  settle  cases  before  tha 
get  bogged  down  in  litigation.  Tlj 
boar'd  also  is  considering  procedun 
changes  to  r-educe  the  endless  ij 
gal  challenges  employers  mount  j 
block  union  organizing  drives.  "TH 
point  is  to  eliminate  wasteful  111] 
gation  and  delay,"  says  Gould. 
Of  course,  these  changes  arei 
enough  to  revive  labor.  Wor-ker-s  still  fi 
losing  their  jobs  to  imports  or  domes' 
rivals  if  they  strike.  And  the  NLRB 
tions  do  little  to  deal  with  employe] 
who  illegally  fir-e  union  supporters,  whij 
occurs  in  a  third  of  all  organizi: 
drives,  studies  show.  Still,  Clinton  is 
ing  labor-  its  biggest  leg  up  in  years. 
By  Aaron  Bernstein  in  New  Yc 
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h(iiieiikir<  he 
Dresden.  (ienruin\ 


I  .\  URESDE^,  FREEDOM  RISES  FROM  TH  E  Rl  B13EE.  (;erniany"s  greatest  church,  the  Frauenkirc|  ,4 
was  destroyed  during  AlHed  homhing  in  1045.  Where  Bach  and  Wagner  once  performed,  there  imi^ 
lies  only  hroken  rock.  But  recently,  stonemason  Franz  Huher  and  a  team  ol  other  artisans  and  archital-,,, ^ 
hcgan  to  painstakingly  resurrect  the  city's  synihol  ol  harmony.  Once  IBM  reconstructtnl  the  Barod  j,, 


(Imark  in  3-D  cyberspace,  the  team  could  begin  to  rebuild  the  ruins.  (Aiiding  tbein  is  an  IBM 
/()()00^'^  running  CATIA™  a  computer-aided  design  tooL  By  2006,  the  church  will  reach  to  the 
i\rns  once  more,  thanks  to  18th-century  craftsmanship  and  a  powerful  21st-century  tool, 
lat  can  IBM  help  you  build?  Call  1  800  IBM-3333,  ext.  G102,  and  find  out. 


Solutions  lor  a  small  planet 


The  Met  and  the  New  Millennium 


By  Philippe  de  Montebello,  Director 
The  Metropolitan  Museum  of  Art 


There  are  moments  in  the  hfe  of  an  institution  when  it 
is  useful  to  ponder  past,  present,  and  future.  Certain- 
ly, the  magnitude  of  the  Metropolitan  Museum's 
physical  expansion  over  the  last  quarter  century,  our 
dramatically  increased  attendance,  and  the  scope  of  our  inter- 
national collaborations — from  scholar- 
ly exchanges  to  major  exhibitions — 
attest  to  a  maturity  and  vitality  that 
merit  both  commentary  and  reflection. 
As  we  celebrate  the  125th  anniversary  of 
our  founding,  we  mark,  as  well,  the 
25th  anniversary  of  our  Master  Plan, 
under  which  we  have  literally  doubled 
the  size  of  the  Museum  to  some  two  mil- 
lion square  feet. 

The  Metropolitan  is  today  a  collec- 
tion of  museums — a  vast  storehouse  of 
knowledge  where  nearly  three  million 
works  of  art  are  held  for  study  as  well 
as  for  display.  Indeed,  the  strength  of  the 
Met  is  that  under  one  roof  it  provides  an 
almost  infinite  number  of  options  for 


many  rewarding  visits.  These  can  take  an  infinite  number  ot 
forms,  from  random  wanderings  to  planned  itineraries,  from  an- 
in-depth  study  of  a  single  gallery  or  exhibition  to  the  exploration 
of  several  different  cultures  or  periods. 

The  Met  is  a  universal  museum:  every  category  of  art  in  ever) 
known  medium  from  every  part  of  the 
world  during  every  epoch  of  recordec 
time  is  represented  here  and  thus  avail 
able  for  contemplation  or  study — no 
in  isolation  but  in  comparison  with  othe, 
times,  other  cultures,  and  other  mediaj 
If  pleasure  and  instruction  are  deriveij 
from  a  Museum  visit,  as  we  would  wist 
It  is  because  the  ordering  and  presenta 
tion  of  all  aspects  of  the  collections  havl 
been  continually  informed  by  the  know| 
edge,  intelligence,  and  sensitivity  of 
Nuperb — indeed  unsurpassed — staff  c| 
museum  professionals.  These  remark| 
able  men  and  women,  no  less  than  th 


collections,  are  what  make  the  Metr 
politan  the  great  institution  that  it  is. 


I  l,c  l.rc.lt  I  I..1I  ,,l  lilt  MLll..pnllLlil  Mu 
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THE  1970  MASTER  PLAN:  A  QUARTER  CENTURY  OF  GROWTH 


The  collections  are  the  raison  d'etre  of  the  Museum,  and  the  pri- 
mary stimulus  for  the  1970  Master  Plan  was  their  dramatic 
growth  since  the  last  major  addition  to  the  building  in  I926. 
In  fact  the  collections  had  by 
1970  so  outgrown  available  space 
that  only  an  unacceptably  small 
number  of  our  finest  works  of 
art  could  be  put  on  view.  Thus 
there  was  an  urgent  need  for  nc 
permanent  galleries  as  well  as  fi  - 
better  public  access. 

Equally  pressing,  although 
less  evident,  was  the  need  for 
improved  and  enlarged  conser- 
vation facilities  that  utilized  the 
tremendous  technical  advances 
made  in  this  field  and  a  new  consciousness  of  its 
importance  to  safeguarding  and  understand- 
ing works  of  art.  Moreover,  a  far  more  active 
exhibition  program  mandated  the  creation  of 
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I  hc  iKinics  ol  Muscutii 
iKrK'l.urors  .irc  L.irvctI  into  marhic 
pancK  iKMr  the  tircal  Staircase. 


new  special-exhibition  galleries — a  goal  we  have  now  achieve^ 
Yet  another  imperative  was  the  development  of  proper  sto 
age  for  the  vast  portions  of  our  collections  not  on  public  view- 

rhose  indispensable  resources  of  ai 
serious  encyclopedic  institution 
With  these  needs  in  mind,  tl 
Master  Plan,  developed  with  tl 
Museum  staff  by  the  architectui 
firm  of  Kevin  Roche  John  Dinkel 
and  Associates,  was  launched 
1 970,  coincident  with  the  cent^ 
iiial  of  the  Metropolitan. 

First,  one  of  the  finest  and  grar 
est  interior  spaces  in  New  Yo 
(  :ty,  the  Great  Hall  was  restor 
and  refurbished  with  funds  prov 
ed  In  1.1  la  Acheson  Wallace,  founder  with  1: 
huslxmd,  DeWitt,  of  Reader's  Digest.  She  a 
established  a  perpetual  endowment  for  the  sun 
tuous  fresh  flowers  that  have  delighted  visit< 


tan 

'  sp: 

are; 
til 
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ver  since.  Mrs.  Wallace  funded 
ie  renovations  not  only  of  the 
Jreat  Hall  but  also  of  the  plaza 
nd  steps  as  the  first  of  her  many 
reat  benefactions,  which  togeth- 
r  constitute  the  largest  gift  of 
inds  (as  distinguished  from 
iffs  of  works  of  art)  ever  made 
)  the  Metropolitan  Museum 
y  a  single  donor. 

Ultimately,  the  Master  Plan  was  shaped  (with 
ill  participation  by  the  City  of  New  York)  by 
)ur  crucial  imperatives:  the  need  to  enlarge  the 
jiierican  Wing  (with  the  approach  of  the  Amer- 
an  bicentennial);  the  impending  arrival 
f  the  Temple  of  Dendur  as  a  gift  from 
le  people  of  Egypt  to  the  people  of  the 
nited  States;  the  1969  gift  of  the 
lichael  C.  Rockefeller  Memorial  Col- 
ction;  and,  in  1970,  the  gift  of  the 
obert  Lehman  Collection. 

The  receipt  of  such  vast  collections, 
;arly  all  at  once  and  without  either 
nds  to  install  them  or  space  in  the 
lilding  to  accommodate  them  would 
ive  thrown  most  museum  adminis- 
itions  into  a  state  of  confusion.  A  less 
trepid  team  than  Board  President  C. 
ouglas  Dillon  and  Director  Thomas 
oving  might  have  temporized,  post- 
med  difficult  decisions,  warehoused 
2  collections,  and  launched  a  building- 
nd  drive.  But  Mr.  Dillon  believed 
ititutions  such  as  the  Metropolitan 
ily  prosper  only  when  they  are  most  dynamic 
d  confident.  By  the  fall  of  1971,  thanks  large- 
to  his  leadership,  major  gifts  were  in  place, 
irting  with  his  own  and  including,  among  oth- 
i,  handsome  donations  from  fellow  trustees 
an  Whitney  Payson,  Arthur  Houghton,  Walter 
Annenberg,  Jane  Engelhard,  Brooke  Astor,  and 
larles  and  Jayne  Wrightsman.  Making  the 
aster  Plan  a  reality  seemed  a  more  realizable 
al  than  ever. 

The  two  functional  objectives  most  consis- 
itly  articulated  in  the  Plan  were 
improve  and  enlarge  the 
llery  spaces  for  the  perma- 
it  collections  and  to  enhance 
■  nature  and  quality  of  the 
' oerience  for  the  Museum 
itor. 


Vdiiplhie,  by  j.ickson  Pollock, 
American.  Oil  on  canvas,  1943. 

['urili.isc,  RngLTS,  UtTchcr,  and  Harris  Brisbar 
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Princesse  t 
by  J.A.D.  Ingres,  French. 
Oil  on  canvas,  ca.  1851. 

Rc.btrt  Lehmaji  Cllcccion.  n's 


Faience  sphinx  of 
Amenhotep  111. 
Dynasty  18,  1391-1353  B.C. 

i.Jiast.  I  ila  .Vhcs.,n  Wallace-  Ijifi,  w 


The  Lila  Acheson 
Wallace  Wing 

Of  the  wings  built  since  1970 
only  the  Lila  Acheson  Wallace 
Wing,  located  at  the  southwest 
corner  of  the  Museum,  was  not 
part  of  the  Master  Plan.  At  the 
time,  20th-century  art  was 
expected  to  be  integrated  into 
the  American  and  European  gal- 
leries, because  the  Met  was  then  more  conscious 
of  the  inadequacy  of  its  20th-century  holdings 
than  of  their  potential  for  growth.  The  decision 
in  1978  to  devote  a  wing  to  post- 1900  art  in  fact 
fulfilled  the  founders'  mandate  to  illus- 
trate "the  history  of  art,  from  the  ear- 
liest beginnings  to  the  present." 

The  Robert  Lehman  Wing 

The  first  new  wing  built  under  the 
approved  Master  Plan  was  the  Lehman 
Wing,  created  to  house  the  impressive 
private  collection  assembled  by  Robert 
Lehman,  former  trustee  and  Chairman 
of  the  Board,  and  by  his  father,  Philip. 
Their  collection  was  presented  to  the 
Museum  in  1970.  It  included  300  paint- 
ings, along  with  Medieval  and  Renais- 
sance bronzes  and  decorative  arts. 

Because  a  condition  of  the  Lehman 
gift  was  that  the  works  remain  togeth- 
er, and  since  it  was  Robert  Lehman's 
desire  to  retain  the  atmosphere  of  his 
house  on  West  54th  Street,  the  solu- 
tion was  a  separate  wing  on  the  west  side  of  the 
Museum,  which  preserved  its  1880  facade — a 
designated  landmark.  The  Lehman  Wing,  which 
opened  in  1975,  is  a  glass  pyramidal  structure 
with  a  central  court  and  a  surrounding  two- 
story  space. 

The  Egyptian  Galleries 

Tlie  next  priority  of  the  Master  Plan  was  to  provide 
an  enclosure  to  house  the  first-century  B.C.  Temple 
of  Dendur,  which  had  been  dismantled  into  642 
stone  blocks  in  Egypt,  shipped  to  the 
United  States,  and  stored  since  1968 
on  the  Museum's  south  parking  lot 
in  a  plastic  "bubble." 

In  1965  Egypt  had  offered 
the  temple  to  the  U.  S.  in  recog- 
nition of  American  aid  in  res- 
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cuing  Nubian  monuments 
doomed  by  the  new  Aswan 
Dam.  The  Metropolitan  pro- 
posed an  enclosed  setting 
with  a  dramatic  glass  exteri- 
or to  protect  the  fragile  sand- 
stone and  at  the  same  time 
provide  natural  light  and  a 
sense  of  the  outdoors. 

The  Temple  of  Dendur 
opened  in  the  Sackler  Wing 
m  1978.  Only  recently  it 
underwent  a  ma]or  renovation,  which  included 
lowering  the  parapet  walls  to  afford  a  better 
view  of  the  Temple,  and  installing  two  colossal 
sculptures  on  the  banks  of  the  simulated  Nile 
River. 

The  temple's  inauguration  followed  by  two 
years  the  completion  of  the  first  phase  of  the 
comprehensive  reorganization  of  all  the  Egyptian 
galleries.  Designed  to  place  our  entire  collection 
on  view  for  the  first  time,  this  prodigious  rein- 
stallation of  about  70,000  square  feet  of  space  was 
completed  m  1983.  Every  one  of  the  estimated 
37,000  objects  was  put  on  display,  including 
excavated  material  representing  30  years  of  activ- 
ity by  the  Metropolitan's  Egyptian  Expedition 
from  1906  to  1936. 

The  American  Wing 

Similarly,  the  objective  of  the  new  American 
Wing,  which  opened  in  1980,  was  to  com 
bine  under  one  roof  our  collections  of  Amer- 
ican paintings,  sculpture,  and  decorative 
arts.  The  old  wing  would  be  encased  in 
larger  building  housing  the  first  perma 
nent  galleries  for  American  paintings 
and  sculpture — the  Joan  Whitney 
Payson  Galleries.  The  courtyard 
outside  the  old  American  Wing 
was  roofed  over  and  given  a  glass 
facade  facing  Central  Park,  creating  the 
Charles  Engelhard  Court.  Today,  the  court 
serves  both  as  an  indoor  sunlit  area  for  the 
visitor  to  en|oy  and  as  an  appropriate  space 
for  the  display  of  1 9th-century  sculpture. 

All  together,  the  Metropolitan  owns 
more  than  15,000  American  paintings, 
sculptures,  and  decorative  arts  objects, 
but  until  the  1988  construction  of  the 
Henry  R.  Luce  Center  for  the  Stud 
of  American  Art,  much  of  this  col- 
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Fur  Traden  Deicoidirigthe  Miisoiiri, 
by  George  Caleb  Bingham,  American. 
Oil  on  canvas,  ca.  1845. 
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lection  was  kept  in  storage 
The  Luce  Center  makes  thj 
more  than  8500  pieces  thai 
constitute  the  study  colled 
tion  accessible  to  scholarl 
and  curious  visitors  alike. 


The  Rockefeller  Wing 

Only  two  years  later,  w| 
opened  the  Michael  Q 
Rockefeller  Wing  on  thj 
south  side  of  the  buildinl 
to  house  the  very  large  collection  of  art  fron 
Africa,  Oceania,  and  the  Americas  pledged  q 
then-Governor  Nelson  A.  Rockefeller  in  1969 
memory  of  his  son  Michael,  who  wd 
lost  on  an  expedition  to  New  Guinq 
eight  years  earlier. 

It  is  fair  to  say  that  with  the  opeij 
ing  of  the  Michael  C.  Rockefeller  Wirl 
we  could  claim  that  the  arts  of  Africj 
Oceania,  and  the  Americas  were  giva 
their  rightful  place  here  alongside  rhoj 
of  other  great  civilizations  of  the  worl| 

-Asian  Art  I 

Over  the  past  quarter  century  we  haj 
also  dramatically  shifted  our  prioritij 
to  the  collecting  of  Asian  art,  and  asl 
result  have  come  to  the  point  whel 
we  may  now  take  pride  in  having  bul 
a  collection  that  rivals  the  very  bq 
anywhere. 

The  impetus  behind  this  change  car| 
from  Douglas  Dillon,  the  Museum's  President  at 
Chairman  of  the  Board  from  1970  to  1983.  T| 
opening  of  the  Douglas  Dillon  Galleries  and  t| 
Astor  Court  in  June  198 1  was  the  first  public  sil 
of  the  Museum's  revitalized  Asian  art  departme| 
The  Astor  Court,  a  beautiful  spot  for  cc 
templation,  was  the  conception  of  Brooke  AstI 
a  trustee  from  1 964  and  first  chair,  now  co-ch^ 
of  the  Visiting  Committee  for  Asian  Art. 
court,  based  on  a  Ming-dynasty  example  at  Sc 
chow,  was  assembled  in  traditional  fashionj 
1980  by  craftsmen  from  that  city. 

The  growth  of  our  Japanese  holdings  has  bd 
inextricably  linked  to  the  interests  and  leac 
ship  of  America's  preeminent  collector  of  Jap^ 
ese  art,  Mary  Griggs  Burke,  a  trustee,  memben 
the  Acquisitions  Committee,  and  co-chair  oft 
Visiting  Committee  for  Asian  Art. 


WHAT  WOULD  POSSESS  US 
TO  CHANGE  THE  BESTCAR 
HTHEWORLD? 


In  1988  the  750iL  was  introduced  to  the  world. The 
reaction  was  one  of  awe  from  critics  and  drivers  alike. 
Car  and  Driver  has  called  it  the  best  sedan  in  the  worlds 

However,  for  our  engineers  there  will  always  be 
something  better  on  the  horizon.  And  the  new  750iL  is  a 
shining  testament  to  that  fact.  It  is  an  automobile  which 
fulfills  the  desires  of  those  drivers  who  seek  the  purest 
form  of  a  luxury  sedan. 

Representing  the  heights  of  safety  and  luxury  the 
750iL  utilizes  state-of-the-art  technology  to  bring  you  ever 
closer  to  the  purity  of  the  driving  experience. 

A  potent  5.4-liter  V12  engine  coupled  to  a  smooth 


five-speed  automatic  transmission  propels  you  fora 
with  seemingly  limitless  power.  An  Adaptive  Transmisf! 
Control  automatically  picks  the  optimum  gear  at  a| 
times,  while  Park  Distance  Control  aids  in  parking  th' 
in  tight  spaces  via  audible  warning  tones. 

Another  first  in  the  industry  is  our  Dynamic  St 
Control,  a  unique  feature  which  uses  computer-aid( 
electronics  to  help  control  lateral  traction,  which  f 
increases  your  confidence  on  the  road. 

In  addition  to  this  multitude  of  innovative  fee 
the  car  also  has  the  standard  array  of  safety  syste 
you  expect.  Our  unique  Xenon  headlamps,  yet  an 


©  T{)95  BJvr/i/oi  North' Arnerica.  !nc.The  BMVi/tradennarH  andjogo  are  registered. 


0°^?'^'^®''       *'^®^.       dealer  for  details  on  these  programs.  Some  exclusions  apply.  'Service  provided  by  Cross  Country  Motor  Club  Inc  Boston  MA        ■  i 
i  except  in  California/where  services  are  provided  by  Cross  Country  Motor  Club  of  California,  Inc.,  Boston,  MA.  Benefits  may  vary  to  conforrw^^^^^  , 


the  industry,  place  us  a  step  ahead  in  illumination 
nology  by  adding  a  further  dimension  to  the  750iL's 
ty  by  enhancing  your  nighttime  vision. 

As  for  interior  appointments,  they  can  accurately  be 
;ribed  as  the  epitome  of  luxury  Rich  walnut  paneling 
supple  Montana  leather  surround  you  in  a  cavernous 
;e  that  belies  the  sleek  exterior. 

Ergonomically  designed  16-way  power  front  seats 
you  the  comfort  you  seek.  A  unique,  independently 
stable  upper  backrest  gives  you  the  ability  to  modify 
;eat  for  additional  shoulder  support. 

Finally  the  technological  sophistication  of  the  750iL 


is  matched  by  an  exceptional  customer  experience.  Our 
comprehensive  Full  Maintenance  Program**  provides  for 
all  regularly  scheduled  service  costs  for  four  years  or 
50,000  miles,  and  our  Roadside  Assistance  Plan^  gives 
you  24-hour  emergency  service.  For  more  information  on 
any  aspect  of  the  car,  call  1-800-334-4BMW. 

Simply  put,  the  750iL  represents  the  height  of  luxury 
in  a  sedan.  Which  only  makes  sense  when  you  consider 
that  our  engineers  sought  to  create  the  very  best  car  in 
the  world.  Again. 

THENEW750iLO 


Special  Ad  v  c  r  I  i  \  i  n  g   S  c  t  I  i  o  n 


Similarly,  the  Museum's  commitment  to  early 
linese  art  has  been  reinforced  by  gifts  from 
e  Ernest  Erickson  Foundation  and  by  C^har- 
tte  C.  and  John  C.  Weber,  whose  generosity 
is  been  recognized  by  the  appearance  of  their 
imes  on  the  galleries  for  the  arts  of  ancient 
lina. 

Also  indispensable  to  our  Asian  collecting 
lyssey  are  Florence  and  Herbert  Irving.  Recent- 

the  Irvings  donated  a  substantial  group  of 
)jects  as  well  as  the  funds  required  for  build- 
l  the  galleries  that  now  house  our  entire  South 
d  Southeast  Asian  collections.  The  Florence  and 
erbert  Irving  Galleries,  running  the  length  ot 
'O  city  blocks,  constitute  the  largest  space  any- 
!iere  dedicated  to  the  arts  of  South  and  South- 
St  Asia. 

With  the  constr action  of  the  Henry  R.  Kravis 
ing  for  European  sculpture  and  decorative 
ts,  the  Tisch  Galleries  for  special  exhibitions, 
d  the  Carroll  and  Milton  Petrie  European 
ulpture  Court  in  1990,  the  physical  expan- 
'H  of  the  Museum — its  so- 
led footprint  in  the  Park — 
Tie  to  a  close. 

useum  Courtyards 

e  Petrie  Court,  much  like 
Blumenthal  Patio  and  the 
gelhard  Court,  is  an  aire  de 
OS  serving  as  a  display  area 
French  and  Italian  1 7th- 
i  18th-century  outdoor 
tuary,  set  amidst  the  rich 
i  i  varied  collections  of 
opean  decorative  arts.  At 
south  side,  in  the  arcade 
ng  the  edge  of  the  Kravis 
ig,  is  our  distinguished  collection  ot  French 
I  Italian  17th-and  18th-century  portrait  busts. 
The  new  first-floor  galleries  for  European  { 
ipture  and  decorative  arts  in  the  Kravis 
ig  made  possible  a  comprehensive  instal- 
m  of  works  from  the  Renaissance  to  die 
inning  of  the  20th  century.  Just  south  of 
Petrie  Court  is  the  Josephine  Bay  Paul 
lery  ( 1990)  devoted  primarily  to  French 
'  i-century  sculpture.  And  adjacent  to  that 
;ry  is  the  latest  of  our  new  Kravis  Wing  spaces, 
Florence  Gould  Galleries,  inaugurated  in  1993. 
galleries  are  arranged  in  four  stylistic  group- 
:  Baroque,  Rococo,  Neoclassical,  and  Empire. 


J:a„i  1,-asalhy  I  '.lnldn  n. 
by  tiian  Lorenzo  Bernini,  Italian. 
Marble,  ca.  1616-17. 

Purchase.  The  Annenhcrj;  I-und,  int  ( iiii, 
Hctcher.  Rogers  ami  I  ouis  V  Bell  Funds,  .u.J 
'  iifi  111  I  ricrpoiu  Morsjaii,  by  exchange.  i'J7fi 


Ttic  Anns  and  Arnior  ( jal 
reinstalled  njs}!. 


The  Iris  and  B.  Gerald  Cantor 
Roof  Garden,  opened  h^St. 
the  dramatic  setting  for  The 

Burghers  of  Calais,  by  Auguste 
Rodin,  French. 

Gift  ol  lr)sand  H  Cerald  (  antoi,  |.)S., 


Nineteenth-century  works  in  many  media 
are  housed  in  adjoining  galleries  that  were  opened 
in  1991  and  named  in  honor  of  their  donors.  Iris 
and  B.  Gerald  C^antor,  to  whom  we  also  owe 
Rodin's  magnificent  Burghers  of  Calais,  and  the 
popular  roof  garden  that  bears  their  name. 

Although  not  specifically  addressed  in  the 
Master  Plan,  several  galleries  for  European  sculp- 
ture and  decorative  arts  have  also  been  added 
within  the  building  in  the  last  20  years.  Among 
the  most  spectacular  are  the  superlative  and 
extensive  French  interiors  and  furnishings  of  the 
18th  century,  all  gifts  from  Charles  and  Jayne 
Wrightsman's  private  collection,  which  form  the 
core  of  the  12  beautifully  appointed  period  rooms 
in  the  Wrightsman  Galleries,  the  first  of  which 
opened  in  1969  and  the  last  in  1989. 

Jack  and  Belle  Linsky  s  collection,  donated  in 
1982,  was  one  of  New  York's  choicest  in  French 
18th-century  furniture,  Renaissance  bronzes, 
European  cabinet-sized  pictures,  and  various  cat- 
egories of  decorative  arts,  Russian  18th-  and  19th- 
century  porcelain  and  Renais- 
sance jewelry. 

Also  on  the  first  floor  is  a 
permanent  installation  of  Cen- 
tral European  art,  funded  by 
Jayne  Wrightsman  and  Mr. 
and  Mrs.  John  H.  Gutfreund. 
The  Gutfreunds  also  funded 
the  French  Renaissance 
Ciallery  ct)mpleted  last  year. 

Another  ma|or  new  occu- 
pant of  the  Kravis  Wing  is 
the  Sherman  Fairchild  Center 
U)r  Objects  Conservation, 
opened  in  1992. 

1  he  Ai  iiis  .KKi  umor  Galleries 

The  Arms  and  Armor  Galleries,  too,  were  totally 
refurbished,  with  support  from  Board  chair- 
man Arthur  Ochs  Sulzberger.  Among  the 
highlights  of  this  renovation  were  the  first 
major  installation  in  more  than  50  years  of  our 
renowned  Japanese  arms  and  armor  colleaion, 
the  finest  outside  Japan,  and  new  settings  for 
a  number  of  spectacular  acquisitions. 

The  Cloisters 

The  Cloisters  celebrated  its  own  fiftieth  anniversary 
in  I  988  with  the  redesign  of  its  Treasury,  made 
possible  by  Helene  and  Michel  David-Weill. 
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SIEMENS 


1874.  That  was  then. 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable 
between  Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It 
could  cam/  22  messages  at  one  time,  and  it  carried  the  world  into  a  new  era  of 
communications. 


©Siemens  Corporation  1995 


The  digital  telepiione  switcii  Siemens  manufactures  today  handles  1,000,000 
calls  an  hour.  It  can  even  carry  data  text  and  voice  simultaneously  on  a  single 
phone  line.  And  private  telephone  systems  from  Siemens  Rolm  Communications 
deliver  voice  and  data  solutions  that  help  both  large  corporations  and  small 
business  improve  productivity.  Telecommunications  equipment  is  only  one  of 
the  many  precision  technologies  made  by  the  46,000  men  and  women  who 
work  nationwide  to  help  Siemens  remain  an  innovative  leader. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '95.  Box  8003TC,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 


This  gallery  houses  small  and 
precious  works  such  as  illumi- 
nated manuscripts,  silver-gilt  and 
jeweled  reliquaries. 

19th-century  European  Art 

Perhaps  the  most  important 
recent  gallery  change  in  the  build- 
ing was  the  renovation  oF  the 
spaces  for  19th-century  Furo- 
pean  paintings  and  sculpture. 

Our  principal  goal  was  to 
provide  a  more  coherent  pre- 
sentation of  the  collections  b\  expanding  the 
available  wall  space  and  creating  a  Beaux-Arts 
setting  that  was  more  in  keeping  with  what  the 
19th-century  artists  might  themselves  have  envi- 
sioned for  their  works.  Then 
in  1991,  Walter  H.  Annen- 
berg  announced  the  antici- 
pated bec]uest  to  the  Met- 
ropolitan of  his  fabulous 
collection  of  Impressionists 
and  Post-Impressionists.  The 
timing  was  perfect.  We  were 
able  to  adjust  the  plans  so 
that  the  Annenberg  Collec 
tion  could  be  shown  as  a 
unit  in  the  midst  of  our  own 
holdings. 

These  rooms  are  now  in  harnn)n\  not  t)nly 
with  the  art  they  contain  but  with  the  main 
Museum  building  itself — a  building  now  vastly 
and  permanently  changed  by  the  Master  Plan. 

TOWARD  THE 

NEW  MILLENNIUM:  f 
BUILDING  FOR  THE 
FUTURE 

As  much  as  the  Metropolitan  accomplished 
between  1970  and  1995,  much  remains  to 
be  done.  True,  the  broad  outlines  of  future 
space  needs  and  allocations  within  the  exist- 
ing building  are  now  fairly  well  determined. 
We  can  now  see  ahead,  into  the  new  centu-  ||  j 
r\,  to  the  completion  of  most  of  our  planned 
major  gallery  installations  and  support  facil- 
ities— to  the  realization  of  most  of  the  1 970 
Master  Plan,  or,  to  borrow  Catherine  de 
Medici's  term,  our  "grand  dessin."  She  used 
those  words  to  describe  the  Louvre's  own  mas- 
ter plan,  initiated  in  1565  and  only  now  nearing 
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1  Ik'  xiULir)  LuntpLaii 

Paintings  and  Sculpture  Galleries 


bcturc  and  alter  views  (shuwn  ui  a 
model)  of  the  paintings  by  Giovanni 
Battista  Ticpolo  lor  tile  Ca'  Dolfin, 

Venice.  The  canvases  will  be 
rchanied  to  conlorm  to  their  origi- 
nal irregular  shapes  as  set  into  the 
walls  ot  the  Venetian  palace. 


Detail  of  panel  from  the 
Gubbio  stiidiolo. 

ll.lKe^^  I  und-  nn 
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its  final  phase  as  part  of  the  Gran 
Louvre  project.  Our  own  Mas 
ter  Plan  should  be  finished  in 
somewhat  shorter  span  of  timcj 
Among  our  goals  now  are  tfe 
seize  every  remaining  foot  c| 
unused,  available  space  withi| 
our  established  footprint,  and 
redesign  and  im.prove  the  ga 
leries  as  yet  untouched  by  t! 
Master  Plan.  The  Metropolita 
111  short,  will  be  building  fro 
within. 

1  he  significant  projects  planned  include  tf  S 
completion  of  the  spaces  for  Asian  art,  creatir  j 
on  the  second  floor  at  the  north  end  of  the  buih  ' 
ing  a  vast  new  museum  within  the  Museun , 
This  area  will  eventual' 
constitute,  in  effect,  tf 
largest  Asian  art  museum  i 
the  Western  world. 

As  we  approached  tl 
Museum's  125th  annivc 
sary,  it  also  seemed  natur 
to  focus  on  the  most  proir 
nent  of  our  spaces,  that  . 
the  top  of  the  Grand  Staij 
case  where  our  preeminej 
collection  of  Tiepolo  paiil 
ings  is  displayed.  Thefi 
be  enhanced  dramatical^ 
by  a  higher  ceiling  and  the  restoration  of  ri 
arch  to  its  original  state,  a  project  that  require 
major  construction,  generously  funded  by  Drj 
Heinz.  j 
It  may  come  as  a  surprise  to  many  of  our  w 
itors  that  if  asked  what  is  our  greatest  si 
gle  work  of  art  of  the  Italian  Renaissan 
we  might  name  a  consummate  masterpic 
that  has  not  been  on  view  for  over  thr' 
decades:  the  stiidiulu  (or  small  priwt 
study)  from  the  palace  of  Duke  Federigo  !t 
Vlontefeltro  at  Gubbio,  in  Umbria.  Tliis  sc 
iliolo  was  largely  conceived  in  terms  ot ) 
illusionistic  wainscoting,  in  which  troir[!- 
I'oeil  images  were  ingeniously  executedji 
intarsia  by  a  leading  Florentine  workshj) 
of  the  1 5th  century.  After  years  of  painsr.f 
ing  restoration,  aided  by  the  generosity jf 
Board  Vice-Chairman  Annette  de  la  Ren|, 
we  will  reinstall  the  room  in  the  first  of  our  ivf 
Italian  galleries.  i 


reinstallation 
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4C  ONiCARCOMl^W 

the  first  to  let  you  drive 

100,000  MILES 

bctore  a  scheduled  tune-up. 


MY  GOMPANI 


Anna  Krctz,  Cadillac  Assistant  Chief  Engineer 


NORTHSTAR  SYSTEM:  "1  want  you  to  feel  that 
the  car  is  made  for  you  as  an  individual. 
Not  just  in  the  showroom  or  on  your  first  drive 
but  every  day  it's  yours.  Because  you  have 
so  many  things  to  do,  we  designed  the 
Northstar  System  of  the  DeVille  Concours  to  take  you 

K)0,000  miles  before  your  first  seherluled  rune-u[). 
We  are  always  looking  for  new  solutions  to  your  needs. 
It's  a  never-ending  goal  at  my  company:  Cadillac." 


Jwayi  wear  satrry  Mt\  cwn  Willi  ,iir  h.Kjs 

J|994  CM  Com.  All  rights  rcsrivrd. 
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Cadillac 

Creating  A  Higher  Standard 


Special  Advertising  Section 


In  the  new  Annie  Laurie 
Aitken  Galleries,  our  exten- 
sive collection  of  English  dec- 
orative arts  from  the  early 
17th  to  the  late  18th  century 
will  at  last  be  shown  in  a  set- 
ting that  complements  its 
quality  and  importance. 

The  Textile  Collection 

The  Met  also  houses  one  of 
the  finest  and  most  compre- 
hensive collections  of  textiles 
in  the  world.  Its  more  than 
40,000  textiles  come  from 
every  culture  over  three  mil- 
lennia and  include  tapestries, 
carpets,  embroideries,  lace, 
ecclesiastical  vestments,  and 
archaeological  fragments. 

Although  textiles  require  careful  preservation, 
ours  have  long  been  stored  in  various  depart- 
ments around  the  building,  mostly  inaccessible 
and  in  poor  environmental  surroundings.  Clear- 
ly, this  was  a  situation  in  urgent  need  of  redress, 
and  now,  thanks  to  a  major  grant  from  the  Fon- 
dazione  Antonio  Ratti,  we  are  constructing  on 
the  ground  level  an  over  25,000-square-foot 
study  and  storage  facility  and  conservation  lab- 
oratory, where  almost  all  of  our  textiles  will  he 
brought  together  under  optimum  conditions  with 
easy  access  for  scholar,  student,  and  layman  alike. 

We  expect  that  it  will  be  the  largest  and  best- 
equipped  textile  center  in  any  art  museum.  And 
to  provide  easy  access  to  the  textiles  and  yet 
minimize  their  handling,  images  and  information 
about  all  the  pieces  will  be 
retrievable  from  computer 
monitors  installed  in  a  new 
reference  center. 

The  Greek  and  Roman 
Collectif)ns 

Surely  the  most  ambitious 
project  for  the  future  will  be 
the  comprehensive  reinstal- 
i;ition  of  the  Greek  and  Roman 
collections,  numbering  some 
35,000  works  of  art  and  archaeological  materi- 
als. This  project  is  already  in  the  planning  stages, 
spurred  by  a  generous  leadership  gift  from  col- 
lectors Robert  and  Renee  Belfer. 
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Spring,  C^uptic.  Wool  .md  linen 
p.inei,  c.i.  A.D.  400-4SO. 


Roman,  A.D.  41-54. 

I'ureh.i»c,  Ju«ph  l'iiiic«r  Biqucsi. 


One  ot  the  new  restaurants  {.shown 

in  a  model)  resulting  from  the 
Cireek  and  Roman  renovation  will  be 

built  on  the  existing  deck  surround- 
ing the  Robert  1  ehman  Wing. 


This  complex  plan  i 
made  more  formidabl 
because  of  the  difficult  logis 
deal  problems  we  confront  ii 
returning  to  the  Greek  an(' 
Roman  department  the  spac 
now  occupied  by  our  publi 
restaurant  and  cafeteria,  whic 
until  1949  had  been  devote 
to  Roman  art.  Sadly,  ev 
since,  the  magnificent  hoi 
ings  of  this  department,  esp 
cially  metalwork,  glass,  te 
racottas,  and  engraved  gem 
have  largely  been  off  vie 
and  too  much  of  the  art  th 
has  been  displayed  has  bee 
crowded  into  galleries  th 
were  left  unimproved. 
Now  the  time  has  come  for  a  comple 
reassessment  of  this  department's  collections. 

Although  we  continue  to  explore  the  ide 
scheme  of  the  installation,  our  current  thinki 
is  to  combine  various  media  within  each  giv 
culture — whether  Minoan  or  Mycenaean,  Att 
or  Etruscan — thus  providing  a  more  vivi 
varied,  and  historical  display.  Greek  art  wou 
be  shown  off  the  Great  Hall  in  the  newly  desi 
nated  Robert  A.  and  Renee  E.  Belfer  Court  (no 
devoted  to  Roman  art),  and  in  the  grand  barr 
vaulted  corridor  (now  used  for  Cypriot  art  a 
Roman  frescoes)  and  the  galleries  on  either  si 
of  it.  Roman  art  would  be  exhibited  in  the  sk 
lit  atrium  that  currently  houses  the  public  resta 
rant,  in  the  adjacent  service  facilities  that  will 
vacated,  and  on  a  newly  built  mezzanine  lev 
We  will  also  fill  in  the  a 
above  the  atrium  with 
structure  for  much-need 
storage,  offices,  and  perha 
some  additional  exhibiti 
space. 

In  moving  the  restaur 
and  cafeteria,  we  will  impr 
service  to  the  public  by  p 
viding  more  seating  capac' 
Instead  of  one  large  eati 
facility  with  its  inevitat 
long  lines,  there  will  be  two  separate  new  dini 
areas,  one  on  the  deck  surrounding  the  Rob 
Lehman  Wing  and  the  other  near  the  Costui 
Institute. 


Grasp 

'Everything  we  do  starts 
with  knowing  a  client's 
business  inside  out. 
That's  the  key  -  to 
anticipating  their 
needs,  to  solving  their 
problems,  to  bringing 
them  opportunities 
they  might  not  find  on 
their  own." 


Whether  we're  arranging 
a  financing  in  Hong  Kong, 
completing  an  acquisition 
in  Italy,  or  helping  to 
structure  a  distribution 
channel  for  new  products 
in  Latin  America,  we 
serve  our  clients  by 
following  a  few  simple 
rules.  Understand  their 
objectives.  Understand 
their  business.  Under- 
stand how  to  make  the 
relationship  last. 


)rporate  finance  and  equity  research  professionals,  New  York 


J  P  Morgan 
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Special  Exhibitions 

Ar  the  Metropolitan  the 
collections  remain  the 
primary  destination  tor 
many  visitors,  especial- 
\\  those  who  come  from 
out-of-town  or  out  of 
the  countr\.  For  oth- 
ers— particularK'  from 
the  Tri-state  area — the 
opening  of  a  loan  show 
is  increasingly  the  rea- 
son for  their  visit.  But 
because  exhibitions  are 
of  a  temporary  nature, 
their  novelty  and  news- 
worthiness  make  them 
the  most  visible  and  ^V. 
sought-after  of  the  Museum's  programs.  The 
public  obviously  enjoys  an  attractive  and  well- 
informed  exhibition,  and  the  Museum  benefits 
from  increased  attendance — we  regularly  and 
gladh'  cite  the  figures.  Loan  shows  are  expensive, 
however.  Funding  them  is  difficult, 
and  the  collections-related  work  of 
the  institution  is  often  disrupted.  But 
without  special  exhibitions,  our  large 
audience  of  repeat  visitors  would  come 
less  often,  and  they  wouki  feel  a  gen- 
uine sense  of  loss,  as  would  the 
international  community  of  scholars 
and  connoisseurs. 

This  is  not  merely  because  exhi 
bitions  are  glamorous  activities,  but 
because  through  them  the  .Metropol- 
itan Museum  maintains  its  position 
worldwide  as  a  potent  force  in  interna- 
tional exchanges,  and  because  they 
fulfill  a  critical,  indispensable,  art-historical,  and 
educational  function  that  is  directly  tied  to  the  col- 
lections. Exhibitions  are  indispensable  because 
only  in  their  aggregate  can  the  world's  museums 
preserve  mankind  s  artistic  heritage.  No  single 
museum — not  even  the  Metropolitan,  the  Louvre, 
or  the  Hermitage — can  ever  hope  to  represent 
any  artist,  style,  or  civilization  so  fully  that  exhi- 
bitions are  not  needed  to  complete  the  picture. 

Loan  exhibitions  will  thus  remain  the  means 
by  which  museums  supplement  the  deficiencies  in 
their  own  collections  or  build  upon  their  own 
strengths.  They  will  provide  endless  ways  of 
exploring  art  in  new  and  challenging  juxtaposi- 
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Five  banners  attest  to  the  increased 
pace  ol  acti\'it\'  at  the  Met. 


rions,  and  since  eacl 
work  of  art  is  unique 
the  presentation  of  rhosi 
not  ordinarily  availabl 
IS  a  source  of  both  grea 
]oy  and  instruction. 

Today  we  attrac 
ever  more  visitors  (4.i 
million  per  year),  an^ 
as  our  surveys  show 
more  satisfied  visitor 
than  ever  before.  W 
should  not  view  thi 
achievement  with  coir 
placency,  though.  N 
matter  how  heartenin 
the  present  numbers,  w 
must  continue  to  broac 
uidiences  further — widening  our  ouij 


tiii 


Al'oxe:  Kevin  Roche  and 
Philippe  de  Montebcllo  with  j 
niiidel  of  the  Robert  A.  and 
Renee  E.  Seller  Court 
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en  our 

reach  with  the  new  media  and  imaging  tecf 
nologies,  for  example — so  that  it  may  truly  be  sai 
that  the  Metropolitan  belongs  to  all  peopl 
Broadening  audiences,  though,  is  not  the  same 
merely  increasing  attendance,  and  w 
should  always  remember,  when  dev 
ing  activities  aimed  primarily 
increasing  attendance,  that  first  an 
foremost  we  must  thoroughly  unde 
stand  and  protect  the  quality  of  t\ 
experience  our  many  visitors  no 
seek — and  find — at  the  Metropolitai 
Our  real  challenge  in  the  future  wi 
not  be  how  to  find  v\  ays  to  transfon 
ourselves,  but  rather  how  to  maintai  '-"^ 
the  quality  of  that  experience  in  t\ 
face  of  whatever  confronts  us. 
When  we  reach  the  new  millenniur 
almost  all  of  the  projects  describe 
on  these  pages  will  have  been  completed.  Wii 
the  help  of  our  friends  and  supporters,  we  w 
have  built  an  institution  that  represents  the  cu 
mination  of  policies  born  of  clarit}'  of  purpose, 
authority  in  the  ordering  of  the  collections,  ar 
of  an  ever-present  sense  of  public-spiritednes: 
All  of  these  imperatives  ampiv  fulfill  the  tru 
placed  in  us  by  the  Museum  s  founders  whi 
they  created  this  wondrous  institution  125  yea 
ago  this  month  "for  the  purpose  of. ..encoura 
ing  and  developing  the  study  of  the  fine  arts 
advancing  the  general  knowledge  of  kindn 
subjects,  and,  to  that  end,  of  furnishing  popul 
instruction  and  recreation. 
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FHE  FADED  COLORS 
OF  BENEnON 

^icture  flat  sales,  family  conflict,  and  angry  store  owners 


Luciano  Benetton,  the  marketing  gen- 
ius behind  the  most  widespread  ap- 
parel network  in  the  world,  is  no 
hrinking  violet.  With  his  long,  curly 
3cks  and  toothy  smile,  the  59-year-old 
talian  loves  being  photogi-aphed,  wheth- 
T  working  out  with  barbells  or 
trapped  in  his  trademark  colored 
weaters.  Two  yeai-s  ago,  the  clothing 
mperor  even  posed  nude  for  a  charity 
d  campaign  for  the  homeless. 
But  these  days,  Benetton  is  trying 

0  project  a  more  serious  image — with 
ood  reason.  The  international 
pparel  empire  he  inns  along 
dth  brothers  Carlo  and  Gil- 
erto  and  sister  Giuliana  is 
truggling.  Eui'opean  recession 
nd  a  furor  over  Benetton's 
3ntroversial  ad  campaigns 
ept  sales  virtually  flat,  at 
1.69  billion,  in  1994.  As  oper- 
ting  profits  tumbled  5%,  to 
245  million,  margins  slipped 
)  13.9%,  weU  below  the  14.7% 
ley've  averaged  since  1991. 

That's  only  the  latest  bad 
9ws  ft-om  the  global  retailing 
lant,  whose  lookalike  stores 
cm  Brazil  to  India  to  Argen- 
na  make  it  the  McDonalds 
'  the  fashion  business.  Com- 
uiy  insiders  say  the  Benetton 
mily  is  increasingly  riven  by 
)nflicts  over  strategy — and 
lat  long-dominant  Luciano  i> 
j  sing  power  to  his  brothers, 
any  suspect  that  family  iii- 
?hting  was  behind  the  sur- 
ise  resignation  in  Januaiy  of 
ell  respected  managing  direc- 
r  Aldo  Palmeri. 
ULOUT.  The  gi'owing  list  of 
•oblems  comes  even  as  Edi- 
3ne  Holding,  the  Benettons' 
ivately  held  investment  com- 
iiny,  is  rapidly  diversifying 
to  unrelated  businesses  (ta- 
s).  After  a  move  into  spoit- 

1  ?  goods,  the  Benettons,  along 
th  partners,  have  recently 
ent  $1  billion  building  a 


stake  in  Italian  chains  of  superstores 
and  highway  restam-ants.  Yet  investors 
in  the  j^ublicly  ti'aded  apparel  gTOup  in- 
creasingly fear  that  the  family's  forays 
could  divert  attention  from  the  core 
business.  In  the  U.  S.,  Benetton's  Amer- 
ican depositaiy  receipts  have  skidded 
from  36  last  May  to  around  17.  That's 
far  below  the  $30  apiece  Benetton's 
ADRs  fetched  when  they  were  issued  in 
January,  1994.  Institutional  sharehold- 
ers such  as  Lehman  Brothers  and  Put- 
nam Investments  Inc.,  atti-acted  to  the 


shares  by  the  chain's  histoiy  of  double- 
digit  growth,  have  been  bailing  out. 
"They  sold  an  ecjuity  story  that  got 
worse,  not  better,"  says  Toby  Raclford,  a 
London-based  analyst  for  Lehman 
Brothers.  "We've  been  major  sellers." 

Most  damaging  have  been  growing 
disputes  between  Benetton,  based  in 
Ponzano  Veneto,  an  hour  ft-om  Venice, 
and  the  owners  of  some  of  its  7,000 
stores.  A  number  of  messy  legal  bat- 
tles with  store  owners  in  Germany, 
France,  and  now  Italy  have  dampened 
sales  even  as  the  sharp  decline  in  the 
lira  since  late  1992  has  sent  other  Italian 
exporters  roaring  ahead. 
FAST  GROWTH.  The  problems  stem  fi'om 
Benetton's  ft-anchise-style  operation  and 
the  company's  effort  to  streamline  distri- 
bution in  the  wake  of  a  tough  Em-opean 
recession.  While  most  clothing  retailers, 
such  as  Gap  Inc.,  own  their  outlets  di- 
I'ectly,  Benetton  relies  on  a  system  in 
which  local  entrepreneurs  put  up  capital 
for  new  stores.  The  method  allowed 
Benetton  to  gi'ow  explosively,  but  it's 
showing  increasing  cicicks  and  sti-ains.  In 


LUCIANO 
BENETTON 
MAY  BE 
LOSING  HIS 
DOMINANCE 


:on  Family  Spre 


in  addition  to  71%  of  tlie  ciotliing  group,  iioiding  company  Edizione  owns: 


100%  of  Benetton 
Sportsystem.  Since 
1989,  the  group  has 
acquired  Rollerblade, 
Prince  tennis  rackets, 
Nordica  ski  boots, 
and  Kastle  skis. 
1994  revenues:  $650  million. 


64%  of  GS-Autogrill.  In 
January,  the  Benettons 
and  their  partners 
agreed  to  pay  $610  mil- 
lion for  a  stake  in  this 
chain  of  supermarkets 
and  highway  restaurants. 
1994  revenues:  $2.7  billion. 


100%  of  Euromercato. 
In  February,  the  family 
and  its  partners 
agreed  to  pay 
$500  million  to  take 
over  Italy's  leading 
superstore  chain. 
1994  revenues:  $800  million. 
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The  difference  between 
running  a  network  and  having 
a  network  run  you. 


sk  people  who  manage  networks  what  they  want  in  a  PC  server 

I  everybody  says  the  same  thing:  ""Something  to  make  hie  easier." 

here  they  are  — the  new  hne  of  IBM  PC  Servers. 

long  with  the  IBM  PC  Server  300  for  small  LANs  and  the  500 

enterprise  networks,  we  introduee  the  IBM  PC  Server  320  with 

••eased  flexibility  for  expanding  networks,  and  the  720,  a  supersei-ver 

1  highly  advanced  and  easy-to-iipgiade  1-  to  6-way  SMP. 

1  how  do  they  make  managing  your  network  more  manageable? 

t,  with  our  new  PC  Server  Start-Up  support'— a  part  of 
ipWare'®-  you  can  call  us  for  free  for  the  first  00  days  and  we'll 
fdle  any  IBM  and  non-IBM  installation  or  configuration  problems, 
lire's  Server  Guide,  our  CD-ROM  software  that  streamlines  setup 

automatically  fine-tunes  for  optimum  performance.  And  finally, 

I-compliant  NetFinity,™  our  industry-leading  software  that  manages 

1  your  PC  server  and  PCs." 

(It's  making  life  easier.  For  complete  details,  call  1  800  IBM-4FAX 
ir  #353.5).  Or  visit  your  IBM  Authorized  Business  Partner. 


IBM  PC  Server  300: 

Inter  48()D\2/6<>MHz  processor  or  60MH: 
Periliuiii"  processor.  EISA/PCL  8MH  porily 
memory  expandable  to  128MB.  728MR  hard 
drive.  8  open  slots.  9  bays. 

IBM  PC  Server  320: 

Intel  ^lOMlIz  Pentiitm  processor,  multiprocessor 
enabled.  EISA /PCI.  KiMil  parity  memory 
expandable  to  256MB.  ECC  on  SIMM  optional. 
256KB  of  12  cache.  SCSI-2  fast  and  wide, 
6  open  slots.  <t  bays,  standard  CD-ROM. 

IBM  PC  Server  500: 

hurl  'tiDIHz  I'enliam  processor.  MCA.  32MB 
ECC  memory  expandable  to  256MB.  256KB  of 
L2  cache.  .SCSI-2  fast  and  n  ide.  6  open  slots. 
18  hays  for  hot-swappable  drii  es.  li  III)-(I.  I.  5 
enabled,  standard  CD-ROM. 

IBM  PC  Server  720: 

Intel  KIDMIIz  I'eutitim  processor  I-  to  6-icay 
SMi;  MCA/PCI,  (MIR  ECC  memory  expandable 
to  ICIi  512KB  ofE2  cache  and  22  IB  of  IJ 
cache.  SCSI-2  fast  and  wide.  7  MCA/ PCI 
combination  slots.  18  bays  for  hot-swappable 
drives.  RAID-O.  L  5  enabled,  standard  CD-ROM. 

All  Models: 

30-day  money-baci!  jfuarantee,  3-Year 
on-site  ivarranty'  (same-day  service  on  500 
and  720.  next-day  on  300  and  320). 


There  is  a  difference" 


)l  IBM's  Statement  ol  Limited  Warranty,  PC  Server  Start-Up  support  and  30-day  money-back  guarantee  are  available  by  calling  1  800  772-2227,  'NetFinity  is  a  member  of  the  SystemView®  family  Server  Guide  and 
available  as  options  on  PC  Server  300,  standard  on  all  others  IVIB=  million  bytes  IBIi/l,  HelpWare  and  SyslemView  are  registered  trademarks  and  NetFinity  and  There  is  a  difference  are  trademarks  of  International 
Machines  Corporation,  Intel  is  a  registered  trademark  and  Pentium  is  a  trademark  of  Intel  Corp  ©1995  IBM  Corporation 
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the  late  1980s,  American  store  owners 
chai'ged  in  dozens  of  legal  disputes  that 
Benetton  encoiu-aged  too  many  stores  to 
be  built  too  close  together  and  failed 
to  supply  them  adequately,  forcing  the 
company  to  pull  back  in  the  rich  U.  S. 
mai'ket.  From  ai-ound  500  stores  in  the 
late  1980s,  only  150  remain. 

Now,  similai'  wTangles  seem  to  be  on 
the  rise  in  Europe.  In  Gennany,  Benet- 
ton is  enmeshed  in  a  dozen  separate 
lawsuits  with  store  owTiers  who  are  re- 
fusing to  pay  for  several  million  dollai's' 
worth  of  goods.  The  retailers  have  coun- 
tersued,  claiming  Benetton's  controver- 
sial ads — which  have  featured  jjhotos  of 
djing  AIDS  patients  and  Palestinian  ref- 
ugees— have  turned  shoppers  away  in 
ch'oves.  In  France  and  Spain,  store  own- 
ers, faced  with  threats  of  consumer  boy- 
cotts, ai'e  also  complaining. 

Luciano  Benetton  counters  that  poor 
sales  were  the  result  of  the  European 
recession  and  price  cuts  the  company 
ordered  to  maintain  its  market  shai-e. 
"The  only  problem  when  you  cut  piices 
is  that  your  sales  don't  [necessaiily]  in- 
crease," he  says.  He  asserts  that  the 
poor  performance  came  primarily  at 
stores  with  w^eak  management.  With  a 
German  court  iniling  expected  in  May, 
one  verdict  is  ah-eady  in:  1994  sales  in 
Germany — Benetton's  second-lai-gest 
market  after  Italy — fell  by  $35  million, 
or  roughly  I69c,  and  analysts  expect  an 
additional  10''7f  drop  this  yeai*. 
•TIRED  CLOTHES."  The  higiily  public  spat 
over  advertising  may  be  hiding  a  more 
serious  operating  problem.  Benetton  is 
embroiled  in  a  lawsuit  with  Santomo 
Abbighamento,  one  of  Ital/s  lai'gest  op- 
erators of  Benetton  shops.  Marco  Pros- 
peri,  a  Santomo  executive,  gripes  that 
Benetton  often  ships  goods  late — and 
that  it's  lagging  behind  rivals  who 
change  theu*  product  lines  fai'  more  fre- 
quently. "They're  selling  us  tired 
clothes,"  Prosperi  says. 

That's  a  bad  sign.  Benetton,  which 
led  a  retailing  revolution  in  the  1980s 
with  its  breezy,  casual  clothes  at  highly 
affordable  prices,  increasingly  looks  hke 
a  fashion  has-been.  Even  as  retail  com- 
petition is  getting  stiffen  store  owners 
complain  that  Benetton  comes  out  with 
only  two  seasonal  collections  a  year.  By 
contrast,  U.  S.  mai-ket  leader  Gap  chang- 
es styles  everj'  four  to  si.x  weeks,  while 
Zara,  a  fast-gi-owing  Spanish  retailer, 
presents  new^  items  almost  everj^  month. 
"The  trend  is  clearly  going  tow-ard  a 
much  more  constant  change  of  product, 
and  Benetton  just  has  to  leam  that," 
says  Keith  Wills,  Eui'opean  retail  ana- 
lyst for  Goldman,  Sachs  &  Co.  But  so 
far,  Luciano  appears  little  concerned. 


Dismissing  the  complaints,  he  argues 
that  "two  collections  a  yeai-  is  perfect." 

Elsewhere,  however,  Benetton  shows 
signs  of  heeding  its  store  owners'  wor- 
ries. The  company  spends  just  47c  of 
its  total  sales  on  advertising — much  less 
than  any  other  leading  retailer.  And  un- 
til now,  that  ad  spending  has  gone  ex- 
clusively into  the  controversial  cam- 
paigns— focusing  on  social  issues  such 
as  .\IDS,  racism,  and  ethnic  violence — 
that  Benetton's  quirky  creative  du'ec- 
tor,  OUviero  Toscani,  has  spearheaded. 
Now,  though,  Luciano  says  "shock"  im- 
ages are  a  thing  of  the  past.  In  recent 
months.  Benetton  has  quietly  begun 


Benetton's  Sagging  Profits 
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WTiile  Gap  changes 
stvles  evevY  four  to  six 
weeks.  Luciano 
Benetton  insists  that 
twice  a  year  is  'perfect' 

television  advertising  in  the  U.  S.  for 
the  fii'st  time  ever  And  since  Septem- 
ber, it  has  started  placing  traditional 
clothing  ads  in  the  U.  S.  and  European 
press — a  sign  that  pressure  fi'om  Caiio 
and  Gilberto  to  rein  in  Toscani  may  fi- 
nally be  succeeding. 

Indeed,  sources  close  to  the  company 
take  that  as  proof  that  Luciano,  who 
oversees  Benetton's  distribution  and 
communication,  is  losing  power  to  his 
more  down-to-earth  brother,  52-yeai-old 
Carlo.  Insiders  say  relations  between 
Luciano  and  his  brothers  ai-e  strained, 
with  each  iimning  liis  own  ai'ea  indepen- 
dently. Carlo's  fief  has  been  manufac- 
turing, while  Gilberto  oversees  Edizi- 
one,  the  family  holding  company. 
Although  his  brothers  long  argued  that 
Toscani's  ads  did  more  harni  than  good, 
Luciano  aUowed  him  free  rein.  With  re- 
sults faltering,  those  strains  have  made 
it  increasingly  difficult  for  the  Benet- 
tons  to  agree  on  a  strategy  to  stem  the 


slide.  "This  company  is  verj^  confuse  / 
about  direction  now,"  says  a  banke  s 
close  to  Benetton.  "Power  has  shifte  I 
fi'om  Luciano,  but  it's  not  clear  whei  i 
it's  going." 

One  place  it's  not  going  is  to  outsi(  [ 
ers:  Obsers'ers  beheve  the  gi'owing  di 
putes  led  to  the  resignation  of  managir  : 
director  Palmeri.  A  fonuer  banker  crei  : 
ited  with  strengthening  Benetton's  pr  ' 
fessional  management,  Palmeri  quit  aft< 
only  two  years  on  the  job,  raising  fea  ; 
among  investors  that  the  family-ri 
company  can't  keep  independent  exec 
fives.  Neither  he  nor  the  Benettoi 
would  comment  on  his  departure. 
SPORTS  HOARD.  Investors  also  appe 
wonied  about  the  family's  moves  to 
versify  beyond  its  core  71%  holding 
Benetton  stock  In  the  late  1980s,  elde 
brother  Gilberto  moved  Edizione  in 
sports  equipment  and  sportsw^eai-.  Fin 
he  bought  Prince  tennis  rackets,  th( 
trendy  in-line  skate  maker  Rollerblad 
Nordica  ski  boots,  and  Kastle  skis.  I 
told,  Edizione  has  spent  roughly  $2i 
million  building  Benetton  Sportsystei 
which  hit  sales  of  $650  milhon  in  199' 

The  most  audacious  diversificati( 
came  early  this  year.  The  Benetto: 
teamed  up  with  the  Del  Vecchios,  a 
other  leading  Veneto  industrial  family, 
buy  a  majority  stake  in  the  G.s-Aut 
grill  supeiTnarket  and  roadside  resta 
rant  gi"oup.  Several  weeks  later, 
two  families  picked  up  Euromercato, 
major  Italian  superstore  chain.  Togeth 
the  deals  topped  $1  bilhon,  of  which  t 
Benetton  family  put  up  about  half, 
though  the  moves  put  them  fai*  afield 
the  clothing  business,  Gilberto  ai'gu 
that  it's  a  natural  diversification.  "^ 
know-  markets,  and  we  know  distril 
tion,"  he  says. 

But  if  broadening  makes  sense  for  t 
Benettons'  private  interests,  the  mov 
also  mean  that  clothing  represents 
ever  smaller  piece  of  the  family's  ho'"^, 
ings.  Investor's  have  taken  that  as  a  sil 
that  the  Benettons  ai-e  losing  confider 
in  the  apparel  market.  "The  implication 
that  they'r-e  facing  slow  growth  in  thi3 
core  business,"  says  Goldman  Sac!^^ 
Wills.  Analysts  add'  that  1996  could  3<  ^' 
another  yeai-  of  'little  or  no  gi'owth.    ■ ! 

Luciano  Benetton  points  confident;'  ^ 
to  improved  results  in  Britain  ail  'j} 
growth  in  emerging  markets  such  J- 
Latin  America  and  Asia.  Wiih  three  fi 
the  foui"  sibUngs  still  w^or'king  full  tiiS' 
at  the  clothing  company,  he  denies  t3: 
family  is  losing  interest.  "I've  spent  r' 
Mfe  in  this  company,"  he  says.  "But  I  -ft 
mit,  it's  a  very  unusual  company."  Fi' 
would  argue  with  that. 

By  John  Rossant  in  Ponzmw  Venk 
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LTbu've  been  watching  the  "Sneaker 
1  Network"  for  too  long.  People  tun- 
ing from  machine  to  machine,  limiting 
foductivity  and  efficiency  in  the  office. 

What  you  need  is  a  more  productive 
ystem.  One  where  printing,  faxing,  copy- 
ig  and  filing/scanning  are  all  managed 
irough  a  single  multi-function  digital  sys- 
tm.  That's  the  kind  of  Total  Document 
Management  system  you  get  with  the 
-anon  GP55  Series. 

Now,  an  entire  work  group  can  han- 
le  all  the  tasks  network  document  pro- 
;ssing  requires,  from  start  to  finish,  more 


m 


productively  than  you  ever  thought  possi- 
ble. And  because  the  GP55  Series  can  co- 
exist with  desktop  and  centralized  com- 
puters, you  don't  have  to  alter  your  com- 
puting environment  just  to  make  your 
work  environment  more  productive.  Best 
of  all,  the  GP55  Series'  modular  design  lets 
you  configure  and  expand  your  Total 
Document  Management  system  to  meet 
your  needs  now  and  well  into  the  future. 

The  GP55  Series  is  just  one  of 
Canon's  digital  office  system  solutions  that 
will  raise  you  to  new  levels  of  productivity 
today  and  tomorrow. 


When  the  rest  say  you  can't.  Canon 
says  you  can.  For  more  information,  call 
1-800-OK-CANON. 


ItVwM    t  iistdmcr  IS  respimsible  tur  determining;  rlic  Lnnipjnbilitv  wiih  rhcir  svstcms,  Opunndl  tquipmcnt  reL|ijircd.  Nnvell"  ,inJ  NetWare'  Jrc  rcuhtertd 
tr.idcmarks  of  Novell,  Inc.  TKIl  qualified  Token  Hint;  Products  .ire  certihed  fur  phvsical  inicruperahilir^'  in  niultivaiJor  environments. 
Canon  U.S.A..  inc. 


Canon 


WITH  OUR  FINANCIAL  STRENGTH,  YOU'LL  BE  CLAll 
WE'RE  ON  YOUR  SIDE.  Onthetonghp\a^ingJ[e\doJ international  business,  youneS 
all  the  leverage  you  can  get.  That's  why  AlG's  strength  and  stability  are  so  important.  We're  one  of  the  worlct^' 
strongest  insurance  and  financial  services  organizations,  with  over  $15  billion  in  shareholders'  equity  a 


7  billion  in  general  insurance  net  loss  and  loss  adjustment  reserves.  Our  record  of  profitability  is  unsurpassed 
t  the  industry,  and  we  hold  the  highest  ratings  from  the  principal  rating  services.  TheAIG  Companies  have  the 
opacity  to  serve  your  needs  through  all  kinds  of  market  conditions.  We're  ready  to  throw  our  weight  behind  you. 

l^Q^^     WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES.  ^M^^ 

American  International  Group.  Inc..  Dept.  A,  70  Pine  Street.  New  York.  NY  1O270.  W 
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CAMPAIGN  FINANCE  

PACs  CROSS 

THE  STREET 


Corporate  America  is 
shifting  its  big  bucks 
to  the  GOP,  leaving  the 
Democrats  in  a  cold  sweat 

Representative  Sam  M.  Gibbons 
(D-Fla.)  was  one  of  the  lucky  sui- 
vivors  of  last  November's  Rejjub- 
lican  hiuTicane.  The  veteran  legis- 
lator held  off  a  spirited  challenge  from 
Republican  Mark  Sharpe  to  win  a  17th 
teiTn,  thanks  in  large  measure  to  cash 
from  Corporate  America.  Companies 
and  trade  associations,  expecting  Gib- 
bons to  return  as  chairman  of  the  tax- 
wiiting  House  Ways  &  Means  Cominit- 
tee,  ponied  up  56%  of  the  $1.2  million 
raised  by  his  campaign.  But  now  that 
they're  in  the  minority,  Gibbons  and 
many  other  Democratic  incumbents  may 
be  ill-pi-epai"ed  to  withstand  another  gop 
storm  in  1996.  "The  last  election  has 
stmck  fear  into  the  hearts  of  a  lot  of 
people,"  admits  one  Democratic  aide. 

Indeed,  finding  themselves  out  of 
power,  congi'essional  Democrats  are  in  a 
cold  sweat  over  financing  their  next 
campaign:  Coiporate  money,  a  critical 
source  of  Democratic  funding  for  two 
decades,  is  a  lot  harder  to  come  by.  It's 
a  jjroblem  that  could  doom  the  party's 
comeback  chances  in  1996:  A  BUSINESS 
WEEK  analysis  of  campaign  contributions 
by  the  top  20  corporate  political  action 
committees  (PACs)  during  the  1993-94 
election  cycle  shows  Big  Business  be- 
came more  inclined  to  back  gop  open- 
seat  candidates  and  challengers  (chart). 

B!G  CORPORATE  PADS  GAVE 
HEAVILY  TO  BOTH  PARTIES... 


CONTRIBUTIONS  TO  ALL  HOUSE  AND 
SENATE  CANDIDATES  BY  THE  20  LARGEST 
CORPORATE  PACs.  1993-94 


With  Republicans  firmly 
in  control  of  both  houses  of 
CongTess,  Democratic  coffers 
will  only  get  emptier.  PAC 
gifts  to  Democratic  incum- 
bents could  be  down  by  as 
much  as  40%  this  year,  some 
party  money  mavens  and 
congressional  sources  esti- 
mate. "All  the  business  mon- 
ey is  going  to  dry  up,"  frets 
one  major  Democi'atic  fund- 
raiser. Even  Repi'esentative 
Martin  Frost  (D-Tex.),  chair- 
man of  the  Democratic  Con- 
gressional Campaign  Com- 
mittee, concedes  that  "the 
Republicans  will  benefit." 

The  GOP  ah'eady  has,  ac- 
cording to  business  lobby- 
ists.  With  the  spring  fund-r'aising  season 
just  under  way.  Republican  lawmakers 
ar-e  holding  at  least  half  a  dozen  break- 
fasts or  lunches  a  day  at  the  swank 
Capitol  Hill  Club,  and  corporate  r-eps 
are  jamming  the  r-eceptions  with  $500 
and  $1,000  checks  in  hand.  Congr-ession- 
al  Republicans  often  mar-vel  at  the  size 
of  the  turnout  and  ask  snide  questions 
about  wher-e  their  newfound  donors 
were  in  the  past.  The  answer-  "We  look 
to  wher-e  the  power  is,"  ex])lains  Robert 
D.  Brown,  vice-president  for  govern- 
ment affair's  at  AT&T.  Although  59%  of 
AT&T's  $1.3  million  in  election  ftmds  went 
to  Democr'ats  in  1993-94,  the  r-atio  has 
flipped  in  1995,  with  66%.  of  $92,500  go- 
ing to  the  GOP  in  January  and  Febr-uary. 

For  many  business  pacs,  the  pr-o-GOP 
shift  began  befor-e  Election  Day.  Even 

...BUT  GOP  CANDIDATES  WERE  .. 
FAVORED  IN  THE  TIGHTEST  RACES... 


IN  A  FIX  IN  '96?  Seventeen-term  Democrat  Gibbo 


though  little  mor-e  than  half  the  $13  ni 
lion  that  the  20  leading  business  pa 
contributed  in  '94  went  to  Democr 
$1.6  million  in  corpor-ate  money  w 
pumped  to  gop  open-seat  candidates 
challengers,  a  level  not  seen  since 
early  1980s.  These  donations — corm. 
late  in  the  campaign — helped  Reput 
cans  win  41  closely  contested  Hou 
seats.  After  the  Nov.  8  election,  the  n 
Republican  r-evolution  began:  gop  Hon 
member's  received  $170,000  from 
top  20  PACS,  eompar-ed  with  the  Den 
cr-ats'  meager-  $22,000.  "When  busin( 
r-ealized  the  r-evolution  was  r*eal,  peo] 
woke  up,"  says  Steven  F.  Stockmey 
executive  vice-pr-esident  of  the  Natioi 
Association  of  Business  Political  Act) 
Committees. 

The  long-terin  implications  ar-e  frig 

.AND  LIHLE  CORPORATE  CASH  WENIj 
TO  DEMOCRATIC  CHALLENGERS 


800 


CONTRIBUTIONS  TO  CANDIDATES 
FOR  OPEN  SEATS  BY  THE  20  LARGEST 
CORPORATE  PACs,  1993-94 


400 


CONTRIBUTIONS  TO  CHALLENGERS  BY  THE 
993-94 


HOUSE 

A  MILLIONS  OF  DOLLARS 


SENATE 


HOUSE  SENATE 

A  THOUSANDS  OF  DOLLARS 

DATA'  FEDERAL  ELECTION  COMMISSION,  1993-94  ELECTION  CYCLE 


HOUSE 

A  THOUSANDS  OF  DOLLARS 


SENATE 
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Our  Special  Investigative  Units  track  down  and  aggressively 


prosecute  fraud  wherever  they  find  it.  Not  just  because  fraud 


Most  Companies  Try  To  Avoid  Fraud. 


costs  the  insurance  industry  billions  every  year. 


But  because  Workers  Compensation  fraud  adds 


to  the  already  high  cost  of  doing  business  for  all 


We  Look  For  It. 


industries.  Including  yours. 


So  fraud  actually  costs  more  than  money.  It  can  cost  jobs.  If  you're  interested  in  flexible, 


LIBERTY 

cost-effective  ways  to  stop  it  in  its  tracks,  talk  to  Liberty  Mutual.  MUTUAL 


Moi 

.Asset^ 


If  you're  unsure  about  v<^tiritMMW^KTOm|  igli|M.l||E- experts.  Considers 
the  Montgomery  Asset  AllocaBn|ffi^^S^ffii^miQ^I^^^SKoger  Honour  and 
Bill  Stevens  actively  manage  a  l&a^ffljl^Wff  TOMbMppM jcash  to  maximize 
return  and  minimize  risk.  Past  peifoiMBfe Pito  guaflffie^of  future  results! 
Return  and  principal  value  will  vary  and  snarramky  be^^hh  more  or  less  wheri 
redeemed.  For  more  complete  information,  including  management  fees  and 
expenses,  call  for  a  prospectus  today.  Read  it  carefully  before  you  invest. 
Montgomery  Securities,  Distributor.  JOO%No-Load.  $1,000 minimum. 


Aggregate 
Tot  J  Return* 
Since  Inception 

(3/31/94) 
thru  12/30/94 

19.76% 


Growth  Asset  Allocation  Equity  Income  iHimBl  (wpo 
Small  Cap  International  Small  Cap  Micro  CapaBBfernrngni 
Short  Government  Bond  Emerging  Markets  GldiSfCoimnunl 

*Performance  is  for  a  limited  period  of 


lii-j-i-Jii-i  .  ^ 


00-572-3863 


NATION  A  I.     C  E  N  T  [:  K       f  o  ,       F  A  M  I  I.  Y      L  I  1   U  R  A  C  \ 


Oiu  in  ti\c  Anu'iican  .idiilts 
cinrTiit  read  vmII  trnHit;li  to 
iindcrst.in J  this  .id. 

1  li.it's  win'  the  N.itmn.il 
(  enter  liir  I  .iniiK'  l.iter,ie\ 
IS  ciirrentl\  behind  hler.ic\- 
proi^rams    tor    families  in 


Suite  200-B,  325  West 
Main  Street.  L<iuis\rlle. 
Kentucky  40202-4251,  tor 
intoi mation  on  how  to  sup- 
port faniil)'  hter.icv.  Or  call 
(502  )  584-1153  ext.  55. 
It  we.  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1,000  communities 
across  America.  P>iit  there  is 
much  more  we  need  to  do. 


We  urge  you  to  write  the 
Nation. il  Center  for  [  .imily 
Literacy.   Watertiont  I'la/a, 


achieve  full  Iitcrac 
then  we  can 
achieve  an\  thini; 


Ki   I  I  !IS  l-l  'I'd  II   \l  loM  i  OK  M  'I'l't  >K  I    IN  I 'KIN  I  IN(,  1  !  lis  \[  > 
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ening  for  the  Democi'ats.  In  the  197(i»»" 

the  Democrat-controlled  Congress  crej  'j' 
ed  PACs  as  a  life-support  system  for  i  • 
cumbents,  who  lured  big  bucks  fro 
unions,  corporations,  trade  gi'oups,  al 
activist  gi'oups  to  stay  in  power.  Aj 
House  Democrats  became  addicted:  j  k 
of  Nov.  28,  1994,  they  depended  on  pa  I' 
for  46%  of  their  campaign  funds,  co 
pared  with  the  gop's  26%.  House  E 
publicans,  in  turn,  tapped  wealthy  cc  ■ 
stituents  for  60%  of  their  mon( 
generated  by  individual  contributions  * 
long  a  weak  spot  for  Democrats. 

Now,  the  Democrats'  traditional  mc  itt 
ey  machine  is  being  turned  agair  ^ 
them.  Organized-labor  pacs — which  ga 
95%  of  theii-  $95  million  to  Democrats  5  tk 
the  1992  election — won't  abandon  t 
paily.  But  labor  accounts  for  only  oi  ||| 
fourth  of  all  pac  money,  and  with  uni 
membership  eroding,  that  figure  is  j| 
expected  to  surge.  Even  worse,  lat 
funds  won't  be  able  to  offset  the  loss  ■ 
business  dollars — which  accounted  1  M 
half  of  the  $395  million  in  pac  givi  J 
in  the  1992  election.  "Democrats  mad<  | 
horrible  mistake  not  pushing  throu  w 
campaign  finance  refoim  when  they 
the  chance,"  says  Thomas  E.  Mann 
rector  of  governmental  studies  at  t 
Brookings  Institution. 
SOUL  MATES.  Many  corporate  lead( 
and  PAC  managers  admit  a  shift  tow; 
the  GOP  is  long  overdue,  since  Repul 
cans  and  business  often  share  politi 
goals — such  as  cutting  governm* 
spending  and  slashing  i-egulations.  So 
companies,  such  as  Union  Pacific  Coi 
have  always  given  the  bulk  of  then-  g  iiiean 
to  the  GOP  (chait).  In  a  Mai-.  10  letter 
employees.  Union  Pacific  CEO  Dr 
Lewis,  who  was  Ti-ansportation  Sec 
iary  in  the  Reagan  Administration,  si  stoK 
"We  need  to  rebuild  our  coffers  to  k( 
up  the  momentum."  But  politically  s  ms 
sitive  companies  such  as  United  Par 
Service,  at&t,  and  Lockheed  Maitin 
shifting  money  to  the  new  major: 
Locklieed  Coi-p.,  which  recently  rnerj 
with  Martin  Marietta  Corp.,  gave  m 
than  half  of  its  pac  money  to  Der 
crats,  who  controlled  spending  vital 
the  defense  contractor.  "That's  going 
change,"  says  Stephen  E.  Chauc 
Lockheed  Martin's  vice-president 
state-local  affairs  and  pacs.  "Whoevi 
in  the  majority  is  going  to  get  the  nr 
money." 

For  anybody  in  Coiporate  Amei 
who  hasn't  gotten  the  message.  Ho 
Speaker  Newt  Gingiich  (R-Ga.)  and 
lieutenants  aren't  shy  about  undersc 
ing  the  point.  Representative  L.  ^ 
Ham  Paxon  (R-N.  Y.),  a  zealous  fu 
raiser  who's  chairman  of  the  Natic 
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Today's  ^1 
Money  Market  Fund  May  Not 
BeTomonow's. 


'.epublican  Congi-essional  Committee, 
as  distributed  a  list  of  contributions 
•cm  the  top  400  pacs  to  fellow  law- 
lakers  as  a  cheat-sheet  to  screen  for 
OP  loyalty  before  granting  any  favors, 
.nd  Republicans  aren't  reluctant  to 
unish  past  Democratic  givers.  "Every 
ay,  we  have  groups  trotting  up  to  the 
apitol,  plying  their  wares,  and  they're 
nding  stony  silence,"  says  Pa.xon. 
To  help  realign  allegiances,  many 
EOS  have  hired  GOP-connected  lobby- 
ts  to  smooth  relations,  in  part  by  at- 
•nding  a  stream  of  gop  fund-raisers. 
)P  lawmakers  "think  we're  whores," 
Imits  one  lobbyist,  tiying  to  pave  the 
ay  for  his  company.  "We've  got  to  con- 
nce  them  we're  out  to  change  the  way 
e  do  business." 

And  companies  are  using  cash  to  do 
st  that — big  time.  The  National  Re- 

THE  TOP  TEN  CORPORATE  PACS 

UPS* 


AT&T* 
FIDERALEXPRESS 
RJR  NABISCO* 
PHILIP  MORRIS* 
UNION  PACIFIC* 
NATIONSBANK 
LOCKHEED 
GENERAL  ELECTRIC 
J.P  MORGAN 


CONTRIBUTIONS  TO 
CANDIDATES.  1993-94 

MILLIONS  OF  DOLLARS 

■  DEMOCRATS 

■  REPUBLICANS 

*GAVE  SMALL  AMOUNTS  TO 
OTHER  POLITICAL  PARTIES 

DATA:  FEDERAL  ELECTION 
COMMISSION,  1993-94 
ELECTION  CYCLE 
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blican  Senatorial  Committee  has 
ised  $6.5  million  since  Januai-y,  mostly 
)m  business,  and  is  now  $3  million  in 
3  black.  By  contrast,  the  Democratic 
natorial  Campaign  Committee  has  re- 
ived just  $1.7  million  this  year  and 
nains  $1.5  million  in  the  hole. 
For  the  most  powerful  gop  barons, 
id-raising  has  become  almost  effort- 
s.  After  attending  a  breakfast  of  cof- 
!  and  rolls  for  bankers  in  Febiuary, 
nate  Banking  Committee  Chairman 
fonse  M.  D'Amato  (R-N.  Y.)  collected 
5,000  apiece  from  1 1  leading  financial 
;titutions,  including  J.  P.  Morgan, 
lase  Manhattan,  NationsBank,  and 
.tional  Bank  of  Detroit.  But  even  Re- 
blican  freshmen  who  received  little 
siness  support  before  the  election  ai-e 
tching  checks  roll  in.  Representative 
jve  Stockman  (R-Te.x.),  for  instance, 
sed  about  $30,000  on  Mar.  23  at  a 
:ktail  reception  attended  almost  exclu- 
ely  by  business  reps. 
Democratic  strategists  are  tiying  to 
ATiplay  the  loss  of  corporate  support, 
me  Democrats,  mimicking  gop  tac- 


Invest  in  a  proven  performer  since  1974. 


Cieneral  Mone>'  Market  Fund 
Rankings  (as  of  2/28/95) 

Top  10% 

tf25  of  247 

Top  10% 

#17  of  171 

a  Top  4% 

^  #4  ol  08 

Top  Fund 

  #1  0112 

SouRfLipper  Analytical 
Semces,  Inc  Yields  wall 
lluctuate  Past  performance 
does  not  represent  future 
performance  Rankings  are 
nased  on  total  return  unih 
di\-idends  remx'csted 


Invest  in  Kemper  Money  Market  Fund. 
Call  1-800-537-6001,  extension  68  today  for 
your free  Kemper  Money  Market  Fact  Kit. 

YouTl  receive  a  prospectus  containing  more 
complete  information  including  management 
fees  and  expenses.  Read  it  carefully  before  you 
invest  or  send  money  The  Fund  is  neither 
insured  nor  guaranteed  by  the  U.S.  Govern- 
ment. There's  no  assurance  that  the  Fund  can 
maintain  a  $1.00  share  value. 


irempcR 


1 


muTuat  Funos 


1995  Kemper  Disinbutors,  Iru 
235470  3/95 


We  re  Building  TomoiTows  Today"' 


Turn  your 
excess  inventory 
into  a  tax  break  and 
help  send  needy 
kids  to  college. 


Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
TAX  WRITE  OFF 
for  your  company. 


■/  III  a  vice  president  because  I  sold  22, 000  gizmos 
this  year.  How'd  you  become  a  v. p.?' 


'1  made  a  great  deal  on  the  200, 000 
gizmos  you  didn't  sell  last  year. " 


Call  (708)  690-0010 


p.  O.  Box  3021,  Glen  Ellyn,  IL  60138 
FAX  (708)  690-0565 


Excess  inventory  today. ..student  opportunity  tomorrow 
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If  you  re  age  40, 

and  want  to  enjoy  your  retirement, 
you've  reached  this  page 

just  in  time. 


Sure,  you're  concerned 
about  retirement  hut  right 
now  you've  got  other  priori- 
ties. The  kids.  The  mortgage. 
That  new  car.  So  how  do  you 
take  care  ot  obligations 
today  and  still  invest 
for  your  future  ? 

Let  Twentieth 
Century  Mutual  Funds 
help  you. 

Send  tor  a  Free  copy 
ot  our  intormati\'e  guide, 
The  Ncu'  Retirement  Realities 
Strategies  for  a  More  Seeiire 
Future.  You'll  discover 
investment  intormation 


to  help  you  meet  today's 
changing  realities.  And  we'll 
include  a  complete  IRA  plan- 
ning kit  that  explains  the 
many  advantages  of  adding 
an  IRA  to  your  retire- 
ment savings  plan. 

You'll  also  see  why 
Twentieth  Century's 
investment  philos- 
ophy and  expertise 
may  be  the  right  way  for  you 
to  prepare  tor  a  more  enjoy- 
able retirement. 

There's  still  time! 
Call  1-800-345-2021 
today. 


I  I'O.  Box  419200  •  Kansas  L  ily,  Missduri  (i414 1- (iL'OO  | 

■ Please  Rush  Me  A  Free  Copy  Of  | 

The  New  Retirement  Realities  And  IRA  Kit  Today!  I 

^       M  .,„..  "  I 


I      Twcniu'lh  Ontury  Sharehiililer?    □  Yes    □  Nc 


I 


City 

BSW 


The-  IRA  Kit  cunr.iins  a  pnispei  tiis  wirh  more  cunipletc  intonn.itmn,  including;  charges 
and  expenses.  Please  read  the  prospeetiis  caretully  hehire  investing. 


Government 


tics,  ai-e  putting  new  emphasis  on  solicj 
iting  individual  contributions,  particu 
lady  from  rich  hberals  in  Hollywood  j| 
Others  profess  long-shot  hopes  that  leftj| 
leaning  pacs,  such  as  those  representing 
environmentalists  and  women's  gi-oupi 
will  cough  up  more  money  to  combi 
the  GOP  revolution. 
ADAPTABLE.  Moreover,  business  pro 
ably  won't  abandon  the  Democrats  alt 
gethen  Fonner  California  Represent 
five  Tony  Coelho,  who  forged  key  li: 
between  Democrats  and  corporate  pa 
when  he  served  as  head  of  the  Demi 
cratic  Congressional  Campaign  Commi' 
tee,  predicts  that  businesses  will  ke^ 
giving  to  "protect  their  investment' 
the  event  that  Democrats  recaptui'e  t^ 
House  or  Senate.  "It's  just  not  go 
business"  to  cut  off  donations,  Coel 
says.  "PACS  need  to  cultivate  the  rel 
tionships  they've  developed." 

But  that  may  be  time  only  for  ti 
most  powerful  Democrats,  who  st 
wield  clout  even  in  the  minoiity,  such 
Representative  John  D.  Dingell  ( 
Mich.).  The  fonner  Commerce  Co 


GOP  lawmakers  checl 
a  list  of  contributors 

for  party  loyalty  befor^ 
granting  any  favors 


tee  chairman,  who  in  '94  raised  on 
third  of  his  $967,000  campaign  fun( 
from  business  pacs,  hosted  a  Man 
fund-raiser  that  aides  claim  was  ve: 
well  attended.  Even  so,  other  Dem 
cratic  sources  whisper  that  the  eve 
fell  well  below  expectations. 

Talk  like  that  has  Capitol  Hill  Dem 
crats  wringing  their  hands  over  corp 
rate  funding.  Even  veterans  such 
Gibbons  know  they  must  adapt  to  si 
vive.  "My  fund-raising  changes  with  f 
times,"  says  the  Florida  congi-essmj 
"I'll  raise  the  money  somehow."  Deir 
cratic  strategists  feai;  however,  that  t 
Republicans  will  use  strong-aitn  tact 
to  dry  up  Gibbons'  business  pac  si 
port  and  send  him  to  defeat  in  '96.  B 
Corporate  America  doesn't  seem  to 
quir-e  much  coaxing.  If  business  kee 
putting  its  money  where  its  politics  a 
Gibbons  will  be  one  of  many  ends 
gered  Democrats  in  '96,  and  the  G 
will  be  well  on  its  way  to  long-te 
majority  status. 

By  Mary  Beth  Regan  and  Steph 
H.  Wildstrom,  with  Richard  S.  Di 
ham,  in  Washington 
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Call  this  800  Number 
l-aOO-345-4331 

HmlPonler  code  #950410 

Or 

FAX  this  page  back  to 
1-609-786-4415 
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TUAL  FUNDS 


1.  Charles  Schwab  and  Co.,  Inc. 

1-800-330-6756,  ext.  28C 

2.  Dreyfus  Funds 
1-800-443-9794,  ext.  4149 

3.  Franklin  U.S.  Government  Securities  Fund 
1-800-342-FUND,  ext.  F337 

4.  Janus  Funds 
1-800-525-8983,  ext.  631 

5.  Kaufmann  Funds 
1-800-562-9210 

6.  Nicholas-Applegate  Mutual  Funds 
1-800-551-8043 

7.  The  Principal  Financial  Group 
l-800-986-EDGE(3343),  ext.  1004 

8.  Scudder  Global  Fund 
1-800-225-2470,  ext.  8292 

9.  Strong  Funds 
1-800-368-9810 

10.  Twentieth  Century  Mutual  Funds 
1-800-345-2021 
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ise  check  one  response  for  each  following  question, 
'hat  is  your  company's  type  ol  business? 

□  Agriculture  2  □  Mining,  Construction  3  □  Manufacturing,  Processing  4^  Wliolesale.  Retail  Trade 
Finance,  Insurance,  Real  Estate  6  □  Government  7  □  Transportation.  Public  Utilities 

i2  Service  Industries  9  □  Other  -  Please  Specify: 

(ihat  is  your  title? 

□  Chairman  of  the  Board  B  □  President  C  □  Vice  President  D  □  Treasurer,  Secretary 

-□  General  Manager  F  □  Division  Manager  G  □  Department  Manager  H  □  Other  Manager 
1  Student  J  □  Other  -  Please  Specify: 

)«w  many  employees  in  your  company  worldwide? 

J3  Under  100  2  □  100-999  3  □1,000-2499  4  U  2,500  -  4,999  5  □  5,000 -9,999  6  □  10,000  or  more 


Zip 

BusinessVfeek 


#  950410 


Requests  will  be  honored 
till  June  1 2,  1  995 


Please  circle  advertisers' 
numbers 


1  2  3  4  5 
6     7      8     9  10 


S  Managing  inventory  is  serious  business.  Especially  when  you're  dealing  with  hospital  supplies.  Like  custom-designed 
sterile  procedure  packs  for  hip  replacennent  surgery.  How  does  Baxter  Healthcare  Corporation,  the  largest 
distributor  of  healthcare  products  m  the  world,  do  it?     A  just-in-time,  stockless  inventory  supply  system  called 
the  ValueLink®  service.  Built  on  a  foundation  of  Microsoft®  products  (including  Windows  NT"  Server  part  of  the 
BackOffice  family),  with  the  help  of  Lante^  Corporation,  a  Microsoft  Solution  Provider  ValueLink  enables  hospita 
to  order  supplies  online.  It  also  generates  a  huge  volume  of  purchase  orders,  since  Baxter  now  delivers  to  thousand 
of  points  within  a  hospital,  versus  just  one:  the  loading  dock.  The  ValueLink  Distributed  Just-in-Time  Processor  is  a 
cost-effective  way  to  manage  and  meet  this  demand.     ValueLink  creates  a  virtual  corporation  between  Baxter  ar 
its  customers  by  networking-and  seamlessly  mtegrating-their  information  systems,     The  result?  On  average,  c 
astonishing  99.3  percent  order  fill  rate  across  all  products.  Which  means  the  right  supplies  get  to  the  right  place 
the  right  time,     Rich  Gius,  Director  of  Information  Technology  for  Baxter,  adds,  "The  new  system  is  more  flexible 
so  we're  able  to  customize  the  service  to  meet  each  hospital's  own  supply  management  needs."  ^  To  learn  how 
Microsoft  can  help  you  gam  business  advantage  using  computers,  call  (800)  437-31  19,  Dept.  G6U. 


Tne  hip  prosthesis  piaured  above  was  supplied  by  DePu/®  Inc.  and  is  not  available  through  a  Baxter  stenle  procedure  pack.  ©  1995  Microsoft  Corporation.  All  nghts  reserved.  Microsoft. 
V/he'e  do  yo'j  want  to  go  lodcy^.  anc  Windc^^s  NT  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  m  the  United  States  and/or  other  countries.  ValueLink  is  a 
registered  trademark  of  Baxter  Healthcare  Corporation  DePuy  is  a  registered  trademark  of  DePuy  Inc.  Lante  is  a  registered  trademark  of  Lante  Corporation. 
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WHERE   DO  YOU  WANT  TO  GO  TODAY?" 


SIXTH 
SENSE 

for  the 

ROAD. 


If  you're  just  looking  for  a  competent  sedan, 
you  have  dozens  of  choices.  If  you  want  style,  power 
and  a  true  feel  for  the  road,  look  no  further  than  the 
Pontiac  Grand  Prix"  Sport  Sedan. 

It  gives  you  more  standard  horsepower  and 
more  standard  features  than  Ford  Taurus,  all  at  a 
lower  price.*  y^-^-n- 
and  available  ^TT??f^  offer  maximum 

control  in  all  kinds  of  road  conditions. 

are  standard,  along  with  room  and  comfort 
to  accommodate  a  growing  family  or  a  growing 
clientele. 

So  don't  settle  for  mere  utility.  Listen  to  your 
head,  your  heart  and  your  pocketbook.  They'll 
lead  you  straight  to  the  Pontiac*  Grand  Prix. 

Call  1-800-2PONTIAC  for  complete  information. 


PONTIAC 

GRAND  PRIX 

WE  ARE  DRIVING  EXCITEMENT 


PONTIAC  CARES  with  a  3-year/ 36,000-mile  no-deductible  bump)er-tc-bumper 
limited  warranty,  plus  free  24-hour  Roadside  Assistance  and  Courtesy  Transportation. 

See  your  dealer  for  details-  'Based  on  MSRP  of  popularty  equipped  1995  Ford  Taunjs  GL  Sedan,  Levei  o*  equipment  vanes. 


Developments  to  Watch 


)ITED  BY  EMILY  SMITH 


RATING  WORKERS'  UNHEALTHY  HABITS 


were  the  two  most  expen- 
sive risks  (charts).  Annual 
claim  costs  for  smokei's 
were  31%  higher  than  non- 
smokers.  Ovei-weight  em- 
ployees cost  even  more — 
their  claims  were  37% 
higher  than  their  slimmer 
colleagues,  while  the  num- 
ber of  days  they  spent  in 
the  hospital  was  143% 
gi'eater. 


it  OVERWEIGHT  MONTHLY  CLAIMS 

■  STANDARD  WEIGHT  DOLLARS 
i;i  SMOKERS  '"0 

■  NONSMOKERS 
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HOSPITAL  DAYS        PHYSICIAN  SERVICES* 

PER  1,000  EMPLOYEES       PER  1,000  EMPLOYEES 
4,8 


DATA:  MILLIMAN  &  ROBERTSON  INC, 


•NUMBER  OF  SURGICAL  PROCEDURES,  OFFICE  VISITS,  ETC. 
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Coming  Inc.  and  at&t  don't 
know  whether  it's  necessaiy 
for  them  to  spend  extra  mon- 
ey to  lengthen  fiber  life  with 
the  special  hermetic  carbon 
coatings  they  have 
developed. 

That's  where 
Minoru  Tomo- 
zawa  comes  in. 
The  professor 
of  materials 
engineering  at 
Rensselaer  Poly- 
technic Institute 
in  Troy,  N.  Y.,  is 
trying  to  deter- 
mine what  makes 


fibers  deteriorate.  One  find- 
ing: Water  is  deadly.  It 
can  slowly  seep  right 
through  the  plastic  coatings 
and,  Uke  an  acid,  dissolve  the 
glass  fibers. 

Water  will  pen- 
etrate  into  the 
fibers  most  easily 
where  fibers  are 
bent.  Tomozawa 
also  showed  that 
water  does  not 
just  deepen  ex- 
isting cracks  but 
can   also  initiate 
cracks  even  in  per- 
fectly foiTned  fibers. 


rHESE  DAYS,  EMPLOYERS 

want  to  know  which  of  their 
employees'  risky  health 
tiabits  cost  them  the  most. 
Fo  help  Chrysler  Coi-p.  find 
DUt,  Milliman  &  Robertson 
[nc,  a  health-care  consult- 
ng  firm,  and  StayWell 
Health  Management  Sys- 
:ems  in  St.  Paul,  which  op- 

CHRYSLER'S 
COSTLIEST 
HEALTH  RISKS 

Smokers  and 
overweight 
employees  cost 
the  auto  maker 
more  than  any 
other  health  risks 


)W  WATER 
NKS 

'TICAL  FIBERS 

ICAL  FIBERS  ARE  BUI 

t  about  40  years, 
(le  hypothetical  techn 
aes  along  to  replace 
:  how  long  will  they 
nd  up?  No  one  knov 
e.  Any  accelerated- 
t  nans  the  risk  of  f 
accurately  duplicati 
ssses  that  a  fiber  \ 
lergo  over  four  dec 
it's  a  serious  know 
>:   Companies  sue! 


NEE  IN.JURIES  ARE  A 

otorious  problem  for  ath- 
!tes.  About  650,000  people 
year  undergo  arthroscopic 
irgery  to  repair  damaged 
jrtilage  in  their  knees.  Un- 
•rtunately,  because  cartil- 
je  tissue  doesn't  regener- 
:e  in  the  body,  the  benefit 
'ten  lasts  just  a  few  years. 
Now,  researchers  at  Gen- 
rme  Tissue  Repair  Inc.  in 


erates  wellness  programs, 
analyzed  thi-ee  years  of  the 
auto  maker's  health  claims 
to  measure  the  costs  of  10 
different  health  behaviors — 
everything  from  alcohol 
consumption  and  stress  to 
cholesterol  and  mental 
health.  The  results?  Smok- 
ing and  being  ovemeight 


Cambridge,  Mass.,  have  a 
promising  new  treatment 
for  knee  damage:  a  process 
to  gi'ow  a  patient's  own  car- 
tilage cells  that  can  be  reim- 
planted  in  a  bad  knee.  In  a 
two-part  surgical  procedure, 
cartilage  cells  are  I'emoved 
through  a  biopsy,  cultured 
at  Genzyme's  lab,  then  in- 
jected back  into  the  dam- 
aged portion  of  the  knee 


through  open-knee  surgeiy. 
The  cells  are  held  in  place 
by  the  periosteum — the 
membrane  that  covers  bone 
surface.  If  the  procediu'e 
works,  the  cells  integrate 
into  the  surrounding  tissue 
and  mature  in  normal  cartil- 
age, restoring  frictionless 
movement  to  the  knee. 

The  operation  has  been 
successful  in  Sweden,  where 
14  of  16  patients  who  under- 
went the  process  reported 


CHIP  DESIGN 
ENTERS  THE 
THIRD  DIMENSION 

TO  ANALYZE  A  CHIP  DESIGN 

with  millions  of  transistors, 
today's  best  computer  tools 
model  the  transistors  only  in 
two  dimensions.  Depth  is  ig- 
nored because  the  main  ac- 
tion takes  place  at  the  sur- 
face of  thin  films  on  the 
silicon.  But  this  will  soon 
change.  The  width  of  the 
transistors  is  fast  approach- 
ing the  thickness  of  the  sur- 
face films.  This  means  the  ac- 
tivity of  electrons  at  the 
sides  of  a  transistor  will  have 
to  be  modeled,  too. 

Simulating  the  3D  move- 
ments of  electrons  in  millions 
of  transistors  requires  a  cus- 
tom-built supercomputer  cost- 
ing almost  $15  million.  But  in 
March,  Robert  W.  Dutton, 
chief  scientist  at  Stanford 
University's  Center  for  Inte- 
grated Systems,  reported 
that  a  research  team  has  de- 
veloped an  algorithm  that 
outperfoiTns  that  custom  com- 
puter more  than  fivefold — us- 
ing versions  of  IBM's  new 
POWERparallel  SP-2  supercom- 
puter costing  half  as  much. 

One  setup  can  do  9.5  biUion 
math  operations  a  second.  At 
such  speeds,  simulations  in  3D 
won't  take  much  longer  than 
in  2D.  And  the  improved  accu- 
racy of  3D  models  will  better 
uncover  problems  dm-ing  de- 
sign, which  could  slash  devel- 
opment time  by  months. 


"good  to  excellent"  results. 
On  Mar.  24,  New  England 
Patriots  and  Boston  Brains 
team  doctor  Bertram  Zarins 
will  perform  the  first  proce- 
dure in  the  U.  S.  on  an  un- 
named patient  at  Massachu- 
setts General  Hospital.  By 
the  end  of  the  year,  Gen- 
zyme  hopes  the  operation 
will  be  available  in  six  U.  S. 
cities.  The  price:  $10,000  for 
the  cell  culture,  plus  hospi- 
tal costs  of  up  to  $20,000. 


I  CARTILAGE  TRANSFUSION  FOR  BAD  KNEES 
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Science  &  Technology 


STANDARDS 


COWBOYS 

VS.  COMMIHEES 

Techies  say  let  the  market  set  standards.  Lately,  it  does 

The  videotape  that  you 
bought  in  Paris, 
France,  won't  play  on 
yom-  VCR  in  Pai-is,  Tex. 
The  novel  you  started  on 
your  old  Apple  lie  is  strand- 
ed on  disks  that  will  never 
be  I'ead  again.  And  on  your 
new  computer,  some  deep- 
buried  incompatibility  has 
locked  the  CD-ROM  drive  in  a 
death  struggle  with  Win- 
dows. Life  would  be  a  lot 
easier  if  these  things  wei-e 
built  to  work  together.  How 
to  close  the  "interoperabil- 
ity" gap  has  become  one  of 
the  toughest  and  most  con- 
troversial questions  of  the 
high-tech  era.  Everyone 
agi'ees  that  standards  can 
save  time  and  money.  The 
billion-dollar  question  is: 
How  should  standards  be 
detennined? 

Good-government  tradi- 
tion says  technology  conflicts 
should  be  smoothed  over  by 
due  process,  with  fonnal  deliberations  of 
committees  and  subcommittees  of  engi- 
neers. "Standard-setting  is  a  political 
process — what  you  want  is  a  level  play- 
ing field  for  all  the  participants,"  says 
Sergio  Mazza,  president  of  the  American 
National  Standards  Institute,  which  co- 
ordinates the  U.S.  voluntary  standards 


"WHAT  DO  YOU  MEAN  IT  SORT  OF  IS  AND  ISN'T  COMPATIBLE?" 

system.  Embracing  that  philosophy  last 
year,  the  Senate  developed  legislation 
that  would  have  allowed  the  Federal 
Communications  Commission  to  set  tele- 
com standards  if  the  industiy  couldn't 
agi'ee. 

But  a  growing  number  of  impatient 
techies  say  that  fomnal  standard-setting 


efforts  under  the  auspices  of  groups  lik 
ANSI  or  the  FCC  simply  can't  keep  pac 
with  the  I'apid  development  of  technok 
gy.  They  prefer  a  Wild  West  free-raai 
ket  approach  to  sort  things  out,  even  _ 
that  means  a  few  big  or  well-placeF 
companies  are  able  to  cobble  together  jl 
system  on  their  own  and  dictate  temi) 
to  the  rest  of  the  industiy.  Their  voicej; 
are  beginning  to  be  heard:  The  teleco* 
bill  in  this  year's  Republican-controll^: 
Senate  drops  all  mention  of  involvir^; 
the  FCC  in  promoting  or  setting  ne^ 
standards.  That's  fine  with  Richard 
Friedland,  president  of  Ge: 
eral     Instrument  Cor] 
which  single-handedly  co: 
trols  the  cable-televisi 
scrambling  standard 
most  instances,  standai'd-si 
ting  slows  down  the  marki 
rather  than  helps  it." 

There's  no  question  th 
formal    standards  bodi^ 
have  made  huge  contrib 
tions  in  everything  frojii 
batteries  and  floppy  disks 
fax  machines  and  phobic 
calls.  Even  many  liberta 
ians  concede  that  some  sta 
dards — in  telephone  servi( 
perhaps — i-equire  consensi 
But  in  genei-al,  the  free-mi 
keteers    favor  chucki: 
Robert's  Rules  of  Order — ; 
guing  that  a  make-do  stj 
dard  now  is  better  than 
formal  one  that  emerg 
years  from  now,  encrust 
with  dozens  of  extraneo 
specifications.  Their  mo( 
is  the  Internet  software  p: 
tocol,  which  was  invented  by  the  I 
fense  Dept.  in  the  1970s  and  has  gro' 
steadily  in  sophistication  and  usefulnt 
along  with  the  Internet  itself — direct 
only  by  a  small  corps  of  techies  cal 
the  Internet  Engineering  Task  Force 
As  an  example  of  committee-ism,  ci 
ics  point  to  the  Electronic  Industr 


t4 


Top 


•ic: 


Standards  Follies 


the  Middle  Ages,  a  "standard"  was  a  banner  marking  a  rallying  point  i^ 
a  battle.  Come  to  think  of  it,  Very  little  has  changed.  To  wit:  I 


PERSONAL  COMPUTERS 

Microsoft  has  gained  enor- 
.  .  mous  power  by  controlling 
personal-computer  stan- 
dards. Rivals,  crying  monopoly,  want  a 
key  standard  called  the  "application 
programming  interface"  placed  under 
industrywide  control.  Microsoft  refuses, 
saying  it's  playing  tough  but  fair. 


Q HIGH-DEFINITION  TELEVISION 
Hoping  to  thwart  a  .Japa- 
nese effort  to  sell  high-def- 
inition TVs  in  the  U.S., 
American  industry  devised  an  incom- 
patible and  better  U.S.  version.  Ameri- 
can digital  HDTV  isn't  available  yet,  but 
broadcasters  are  already  cool  to  it.  Still, 
the  gambit  did  hamper  Japan. 


CELLULAR  PHONES 

U.S.  cellular  operate 
1990  selected  a  digit 
standard  for  airwave 
mission.  But  several  have  since  d 
ed  to  a  rival  format.  The  splinted 
slowed  the  rollout  of  digital  cellu 
the  U.S. — and  allowed  a  Europea 
dard  to  catch  on  around  the  worl 
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ssn.'s  10-year  effort  to  create  a  stan- 
ird  for  communication  between  devic- 
in  a  home  such  as  hghts  and  appH- 
ices.  The  cebus  specification  fills  two 
nders  and  is  supported  by  at&t  Corj3. 
id  others.  But  it  has  yet  to  make  an 
ipact  on  the  market.  Meanwhile,  mil- 
ins  of  dollars'  worth  of  products  have 
sen  sold  using  a  proprietary  standai'd, 
iNWORKS,  that  was  quickly  developed 
'  Echelon  Corp.  in  cooperation  with 
ishiba.  Michael  Coffey,  executive  di- 
ctor  of  the  Indianapolis-based  cebus 
dustry  Council,  says  his  group's  pre- 
ss had  to  be  slow  to  be  democratic: 
iny  company  that  had  any  interest  in 
is  whatsoever  was  invited  to  partici- 
te.  If  you  showed  up  at  a  meeting, 
u  could  raise  your  hand  and  vote." 
ILULAR  SNAFU.  Don't  count  on  Mi- 
)soft  to  ask  for  a  show  of  hands  from 
Tipetitors  on  its  next  major  operating- 
stem  decision.  Rivals  claim  Microsoft 
s  illegally  used  its  position  in  operat- 
<;  systems  to  dominate  other  softwai'e. 
leed,  Scott  McNealy  of  Sun  Micro- 
stems  Inc.  wants  a  key  Microsoft 
jidard — the  interface  that  progTam- 
irs  use  to  write  software  for  Win- 
ivs — placed  under  industry  control, 
t  Microsoft's  defenders  say  customers 
only  benefited  from  its  market- 
ibbing  ways.  Gartner  Group  Inc.  ana- 
t  Bernd  Harzog  wrote  last  year  that 
industrywide  group  "would  focus 
re  on  balancing  the  competing  inter- 
s  of  the  vendors  involved  than  it 
uld  on  competing  for  customers'  dol- 
5  in  the  open  marketplace." 
Europeans  and  Japanese  view  such 
jridled  competition  with  horror, 
iy're  particulai"ly  shocked  by  the  sna- 
wer  digital  cellular.  The  U.  S.  indus- 
formally  united  behind  one  stan- 
di called  time  division  multiple  access 
MA).  But  almost  before  the  ink  dried, 
eral  major  players  defected  to  a 
adard  called  code  division  multiple 
sss  (CDMA).  Partly  as  a  result,  the 
fied  European  standard,  GSM,  is 
ieping  the  globe.  Japanese  or  Euro- 
ns  may  split  over  consumer  elec- 
lics  formats  such  as  VCRS  or  video- 


f  NETWORKING 

I-  Standard-setting  bodies  have 
Cj  devoted  years  of  effort  to  an 


elegant,  seven-layer  frame- 
computer  networking  called 
stems  Interconnection.  But 
een  blindsided  by  companies  sell- 
net-style  networking,  which  grew 
■  ad  hoc  manner. 

)  
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America's  #1 
Money  Fund 


For  the  7  days  ended  3-7-95,  the  Strong 
Money  Market  Fund  ranked  #1  for  yield 
among  the  210  General  Purpose  money 
funds  tracked  by  the  Money  Fund  Report'; 
a  service  of  IBC/Donoghue,  Inc.  Call  for 
the  Fund's  most  recent  yield  and  free 
prospectus  kit. 

An  investment  m  this  Fund  is  neither  insured  nor  guaranteed  by 
the  US  government,  and  there  can  be  no  assurance  the  Fund 
ml]  be  able  to  maintain  a  stable  $1 00  share  pnce 

'  Free  check  writing     *  Start  with  $1,000 
*  Available  for  IRAs 


7-Day  Yields* 

(annualized  as  of 
3-7-95) 

6.26% 

Current  Yield 

6.46% 

Effective  Yield 

Performance  is  historical. 


STRONG 


The  Strong  Money  Market  Fund 
1-800-368-9810 


Performance  and  rankings  are  histoncal  and  do  not  represent  future  results  Yields  vary 

*Souice  Money  Fund  Reporf  The  Fund's  advisor  is  waiving  all  management  fees  and  expenses  through  June  1, 
1995  Without  this  waiver,  the  cunent  and  effective  yields  would  have  been  5.39%  and  5  59%,  respectively  Effective 
yield  assumes  reinvestinent  of  dividends.  For  more  complete  infonnation,  including  management  fees  and  expenses, 
call  Stiong  Funds  Distnbutors,  Inc  for  a  free  prospectiis  kit  Please  read  it  carefully  before  you  invest  or  send  money. 

985C951  BWH)41095 


Maricetivig 


May  14.19 
July  23-28 
Sept.  10-15 


The  finest  minds  in  marketing 
think  this  is  a  masterpiece. 

It's  the  leading  program  of  its  kind  in  the  world.  The  only  marketing 
program  of  the  ten  most  popular  executive  courses  listed  in  the  Wail 
Street  Journal  in  1993,  hased  on  1992  enrollment.  We  start  with 
marketing  strategy,  then  bring  in  leading  faculty  and  consultants  to 
discuss  the  latest  trends  in  the  field  of  marketing. 
Other  Upcoming  Programs 

May  2 1-26  Market  Analysis  for  Competitive  Advantage 

May  21-26  Sales  Management 

June  4-9   Managing  Strategic  Innovadon  &  Change 

iM  Enroll  todav:  1-800-692-EXEC  ext.  730 

Fax  1-212-316-1473 


COLUMBIA 

BUSiNES'; 
SCHOOL 


COLUMBIA  EXECUTIVE  PROGRAMS 
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#1  Performing  Fund  Since 
the  Market  Low  of  1987 

— per  Mutual  Fund  Forecaster^' 

The  Kaufmann  Fund 

A  Small  Company  Growth  Fund 


Five  Year  Compounded 
Annual  Return 


20 


KAUFX 
FUND 

19.3% 

i 

S&P500 

8.7% 

Kaufx  Inception  (2/86)  15.5%  Annual 
Returns:  1  Year  9.0%  Annual 

Penod  ending  1Z''31/'94  per  Upper  Analylicai  Sendees 


More  than  twice  the  average  total 
annual  return  of  all  open-end  funds 

(5-\eui'  penod  ending  1  2/3  1/94.  Out  ol  2.326  equit}  tund>.  per  Lipper  .\nal>tical  .Ser\  ices) 

Morningstar  5  Star  (***★*)  Rating  * 

I  Out  of  1 . 14fi  equit\  funds  as  of  I  2/3  1  /^'^ 


The  Kaufmann  Fund  is  an 
aggressive  growth  fund  dedi- 
cated to  the  objective  of 
capital  appreciation  through 
investment  in  small  growth 
companies.  The  Fund  invests 
primarily  in  companies  beyond 
the  venture  stage  that  are 
profitable  and  have  substantial 
growth  prospects. 


Lawrence  Aunana  and  Hans  Utsch. 
Portfolio  co-managers  with  over  60  years  of 
combined  Wall  Street  experience 

For  a  prospectus  call; 

1-800-562-9210 

'  Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87- 12/31/94. 
'Morningstar  ratings  are  subject  to  ctiange  every  month  and  are  calculated  from  the  funds'  three- 

ard  five-year  average  annua!  refums  wiith  appropriate  sales  ctiarge  adjustments  and  a  nsl<  factor 
ar  reflects  performance  rea: .  a     "^"se-montti  Treasury  bill  monthly  returns.  Ten  percent  of  the 

vnds  in  an  investmen'  ar-   '    -aaa^jQ  five  stars. 

Total  returns  for  pe-  December  31,  1 994  are  historical  and  include  ctiange  in  share 

price,  reinvestment  r  a  .  and  capital  gains.  There  is  a  0.2%  redemption  fee  and  a  12b- 
1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index  consisting  of  the  common  stock  of 
500  publicly  traded  'J  S  aamoames.  For  more  complete  information  including  charges, 
expenses,  and  ns^  :  :ap  stocks  please  read  the  prospectus  carefully  before  you 

invest.  The  perforn'a  .  .  -epresents  past  performance  which  is  not  indicative  of  future 
results:  investment  performance  fluctuates:  fund  shares  when  redeemed  may  be  worth  more 
or  less  than  original  cost.  The  prices  of  small  company  stocks  are  generally  more  volatile  than 
those  of  large  companies. 

THE  KAUFMANN  FUND,  INC. 
140  East  45th  Street,  New  York,  NY  10017  •  Fax  (212)  661-2266 


disks,  but  rarely  over  core  commumc 
tions  technology-.  "The  U.  S.  has  had  thj 
cowboy  attitude  that  does  it  a  great  di| 
senice,"  says  Frenchman  Alexanch'e  B; 
kanski,  chief  operating  officer  at  C-Cul 
]VIicrosystems  Inc.  in  Milpitas,  Calif. 

Yet  even  the  Europeans  acknow 
edge  that  American-style  flexibility  h 
advantages.  -Jozef  Comu,  acting  chief 
French  telecom-geai"  giant  Alcatel,  sa 
that  integi'ated  senices  digital  netwo: 
(ISDN),  the  international  standard  f 
digital  telecommunications,  is  too  d 
tailed:  "If  you  specify  interfaces  in 
rigid  way,  you  don't  leave  room  f 
innovation." 

PACE  PUSHER.  The  future  of  standai 
setting  may  belong  to  fast  movers  su 
as  LSI  Logic  Coi-p..  which  designs  mtil 
function  chips  for  such  things  as  T\'  S(  r 
top  boxes  and  \-ideo-game  machines.  S  i 
ting  at  the  nexus  of  many  componer 
and  companies,  LSI  can  push  the  pace 
decisions.  "The  shakeout  among  co: 
peting  companies  will  come  eai'her  on 
the  process,  and  the  strong  will 
stronger,"  says  Lsi  Executive  \ice-Pr( 
ident  Brian  L.  Halla. 

In  coming  years,  cheap  comput: 
power  should  make  it  easy  to  achi' 
compatibility  with  software,  lesseni] 
the  need  for  companies  to  agi'ee  befoj 
hand  on  eveiy  jot  and  tittle  of  a  st 
dard.  General  Motors  Corp.'s  Hug^ 
Electronics  figured  that  out  when] 
built  its  digital  satellite-rv  system  w. 
the  compression  technology,  MPEG  2, 
still  being  debated.  The  resulting 
compatibihty  was  easy  to  fix  by 
ting  two  kinds  of  software  into  decod 
one  for  the  official  standai'd  and  one 
the  Hughes  vei"sion.  WTiy  the  loish?  ' 
simple:  We  had  a  business  to  sta: 
says  L.  William  Buttenvorth,  execu' 
\ice-president  for  Hughes  tmit  Du-ei 

Jonathan  Swift  foreshadowed  stj 
dai'ds  wars  in  Gulliver's  D'avels  w 
he  imagined  an  intenninable  fight 
tween  the  Big-Endians  and  Little-E 
ians — kingdoms  whose  only  differe 
is  in  where  to  crack  open  a  hai-d-bo: 
egg.  Today,  Macintoshes  use  a  "big 
ian"  addi'essing  scheme,  while  ibm-c^ 
patible  pes  ai-e  "little  endian."  The  g| 
news  is  that  technology-  is  beginnin; 
close  the  gi-eat  lift  in  desktop  com 
ing.  The  new  Apple/iBMAIotorola  P| 
erpc  chip  is,  in  engineeiing  Hngo,  "Tai- 
dian."  Such  patches  ai'e  likely  to  beo 
increasingly  common— producing  a 
patibility  without  committees, 
bodes  well  for  the  cow-boy  appro; 
The  message:  Innovate  now;  clean! 
aftenvai'd. 

B(j  Peter  Coy,  with  Neil  Gross 
Neiv  York,  with  bureau  reports 
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Biartieiira 
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Ihe  editors  and 

publisher  of 

ma  r  k  e(  inj^<u)mpulcrSi 
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invite  you  io  thej 


First  Annual 

Icon  Awards 
Presentation 

Awards  will  be  for  the 
Best  in  High-Tech 
Advertising-  and 
Marketing  Communications 

Thursday,  April  6th,  1995 

The  Fashion  Center,  699  Eighth  Street 
San  Francisco,  CA 

5:30  pni  -  Cocktails 

6:30  pm  -  Dinner  and  Awards 

Business  Week  will  award  a 
$10,000  prize  for  the  Best  of  Show. 


Host  and  Guest  Presenter 

Pemi  Jillette 

of  Penn  and  Teller 

$100  per  seat 
$1000  for  table  of  10 

Call  212-536-6588 

for  more  information. 


SPONSORED  BY 


BusinessWeek 


Bey'ond  news.  Intelligence. 


JAPAN'S 


As  growth  in  the  West  flags, 
.  Tokyo  is  hitching  its  future 
\  to  Asia-and  decrying  past 
I  subservience  to  the  U.S.  The 
i  world  win  feel  the  impact 


In  the  close-knit  world  of  Indonesian  business,  Jap; 
Sanyo  Eleetiic  Co.  has  long  hoped  to  establish  itself  as 
insider.  Its  25-year  effort  reached  a  high  point  in  FebiTi 
with  the  opening  of  a  new  refrigerator  plant  in 
Java.  The  factoiy  will  employ  170  workers  and  will  put 
gether  200,000  fi-idges  every  year — with  more  than  50% 
content. 

As  the  yen  reaches  record  levels  against  the  U.S.  do 
Sanyo  needs  fiiends  in  places  like  Indonesia  because  Asian, 
tions  are  becoming  not  only  important  manufacturing  cen 
but  also  hot  markets.  "The  gTowing  economic  jjower  is  in 
area,  not  the  U.  S.  oi'  Europe,"  says  Koji  Miyagawa,  pr 
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How  Japan  Is 
Changing  Course 

•  More  ties  with  Asia  lead  to  greater  two- 
way  flows  of  languages,  entertainment, 
and  other  forms  of  culture 

•  "Reverse  imports"  from  Asian-based 
Japanese  subsidiaries  leave  Japan  more 
impenetrable  to  Western  companies 

•  Japanese  exports  to  the  U.  S.  from  Asian 
manufacturing  bases  obscure  size  of  bilat- 
eral trade  imbalance 

•  Growing  Asian  clout  makes  Tokyo  less 
vulnerable  to  Washington's  trade  pressure 

•  Increasing  influence  in  Asia  tempts 
Japan  to  pursue  its  own  geopolitical  goals 
in  the  region 

•  Sourcing  of  cheap  components  from 
Asia  gives  Japan's  exports  new  competi- 
tive edge 

•  An  increasing  flow  of  capital  to  Asia 
means  that  less  money  from  Japan  goes 
to  the  U.S. 

•  The  spread  of  Japan's  regulatory 
structures  makes  other  Asian  markets 
less  open 

DATA:  BUSINESS  WEEK 
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l-ilirector  of  Sanyo  Industiies  Indonesia.  "And  the  culture 
•  is  closer  to  Japan's." 

'fiij)le  like  Miyagawa  are  pail  of  an  impoitant  shift  in  the 
■  many  Japanese  are  viewing  the  world.  After  yeai-s  of  de- 
fence on  the  U.S.  both  for  its  markets  and  militaiy  pro- 
idii,  Japan  is  tumng  to  Asia  and  deciying  subsenience  to 
-liington.  From  South  Korea  to  China  to  Southeast  Asia, 
a! IS  now  buy  more  Japanese  exports  than  the  U.  S.  does, 
Killing  the  largest  source  of  Japan's  trade  surplus.  And 
anese  manufacturers  are  plowing  the  cash  earned  from  ex- 
ts  into  new  Asian  manufactunng  sites.  Indeed,  the  super- 
•■  l)oth  nudges  corporate  Japan  into  Asia  and  makes 


such  investment  alluringly  cheap 
(charts,  page  110). 

In  short,  Japan  is  hitching  its 
future  to  Asia  as  growth  in  the 
West — and  in  its  own  economy — 
flags.  The  economic  shift  has  been 
quietly  under  way  for  years  but 
now  seems  to  be  passing  crucial 

cultural  and  political  thresholds.  Japanese  pohticians,  for  ex- 
ample, have  picked  up  on  the  drift,  attempting  to  heal  war 
wounds  and  forge  stronger  political  alliances  with  Asia.  The 
most  extreme  among  them  call  for  an  alliance  to  oppose  a 


EXPORTING 
WORK  METHODS 

The  Japanese  style 
has  sparked  some 
resentment 
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SOURCING 
PARTS  IN  SOUTH- 
EAST ASIA 

Items  such  as  Thai 
ball  bearings  roll  out 
from  Japan's  supply 
network  in  the  dollar 
bloc  of  Asia 


U.  S.  government  that  pressures 
Asians  on  everything  from  trade 
policy  to  human  rights. 

One  such  leader-  is  maverick  Lib- 
eral-Democratic Paity  figiai'e  Shinta- 
ro  Ishihara,  co-author  of  the  late- 
1980s  anti-American  screed,  The 
Japan  That  Can  Say  No.  Last 
year,  Ishihara  followed  up  with 
The  Asia  That  Can  Say  No,  writ- 
ten with  Malaysian  Prime  Minister 
Mahathir  Mohamad — one  of  Ameri- 
ca's fiercest  critics  in  the  region. 

The  two  urge  Japan  to  turn  its  back  on  the  U.  S.  and  re- 
turn to  its  Asian  roots.  After  50  yeai-s  of  "imnatural"  member- 
ship in  the  Western  community,  Lshihara  says,  Japan  should 
cleave  to  the  East.  "This  is  a  nation  of  Asian  people  with 
Asian  blood,"  he  says.  "It  seems  natui'al  that  we  recognize 
that  we  exist  first  for  Asia." 

SOURCE  OF  JITTERS.  Ishihara's  call  for  a  new  Japanese  iden- 
tity is  being  echoed  by  other  nationalists.  For  instance.  Am- 
bassador to  Hanoi  Kazuo  Ogura  has  penned  a  widely  noted 
piece  calling  for  Japan  and  its  neighbors  to  promote  such 
"Asian  values"  as  discipline,  diligence,  and  the  j^rimacy  of  the 
gi'oup  over  the  individual.  Some  are  even  calling  for  the  res- 
uiTection  of  the  Greater  East  Asia  Co-Pros]3erity  Sjihere,  the 
euphemism  given  by  Japan's  wartime  leaders  to  their  empire 
that  extended  from  Manchuria  to  Indonesia. 

Such  talk  causes  jitters  among  many  Asians.  But  most 
governments  in  the  region  appear  to  have  decided  that  they 
ai'e  now  powerful  enough  to  engage  Japan  on  more  equal 
teiTOs  than  befoi'e.  Their  goal  is  to  exti'act  more  Japanese  in- 
vestment and  technology  with  hopes  of  fuitheiing  their  own 
economic  power.  "People  know  Japan  is  an  important  source 
of  money,"  says  Chen  Peng-Jen,  professor  of  political  sci- 
ence at  Soochow  University  in  Taiwan.  Adds  Hadi  Soesasti'o, 
chief  economist  at  the  Center  for  Sti'ategic  &  International 
Studies  in  Jakarta:  "All  of  us  ai'e  trying  to  maximize  what  we 
can  get  from  Japan." 

Japan's  swing,  dubbed  "r-e-Asianization"  by  Yotar-o  Kobaya- 
shi,  CEO  of  Fuji  Xer-ox  Co.,  ha.s  picked  up  a  historically  loaded 
slogan:  "Datsn-o,  n.yu-ah,"  or  "Leave  the  West,  enter'  Asia." 
This  expression  r-esonates  because  when  Japan  ended  centuries 
of  isolation  in  the  1850s,  setting  the  stage  for-  the  moder-nization 
of  the  Meiji  era,  the  nation  adopted  a  reverse  buzzwor'd:  "Dat- 
su-ah,  ny-o"  or  "Leave  Asia,  enter  the  West." 

Could  Japan's  current  shift  become  as  momentous?  Some 
fret  that  it  might.  "I  fear  ther-e's  widespr-ead  supjjort  for- 
Ishihar-a's  viewqjoint,"  says  Michael  Mochizuki,  co-dir-ector  of 
the  Center-  for-  Asia-Pacific  Policy  at  Rand  Cor-]3.  in  Califor-nia. 


"Japan  wants  mor-e  freedom  from  the  i  i.iu  ii  M^le 
The  potential  implications  for  the  West  ar-e  huge.  Ft 
people  believe  that  Japan  could  completely  divorce  its 
from  the  U.  S.  or-  Eur-ope,  walking  away  fr-om  the  lar-ge  e< 
nomic  stakes  it  has  amassed.  And  Tokyo  has  not  gone  as 
as  Washington  in  for'malizing  its  relations  with  neighbori 
economies.  But  it  is  also  clear  that  Japan  needs  new  sour( 
of  gi-owth,  particulariy  to  pay  the  mounting  bills  for  its  agi 
population.  Getting  that  gr-owth  means  Japan's  emphasis 
new  tr-ade,  investment,  financial,  and  technological  mo\ 
will  be  in  Asia.  "Japanese  ar-e  getting  more  cautious  abc  i*' 
putting  money  into  the  U.  S."  says  Makoto  Kur-oda,  until 
cently  a  senior-  managing  director  at  Mitsubishi  Corp.  "Asial 
more  pr-ofitable  and  dynamic." 

Although  Japan's  push  will  spur  economic  growth,  it  a 
seems  certain  to  raise  the  level  of  business  competition  i: 
region  that  Americans  also  ar-e  tar-geting.  The  r-apidly  cha: 
ing  competitive  landscape  is  not  a  challenge  so  much  to 
tor-ola,  Intel,  or-  General  Electric  as  it  is  to  smaller-  or-  medi 
size  companies  just  now  beginning  to  tackle  those  mar-k 
Deepening  economic  ties  with  Asia  could  also  make  Japam 
companies  mor-e  competitive  and  their-  gover-nment  mor-e 
sistant  to  Wester-n  tr-ade  demands. 

FROZEN  OUT?  In  geopolitical  ter-ms,  Japan's  new  identity  \| 
greatly  c(jmplicate  American  dijjlomacy.  Washington's  atten| 
to  extr-act  human  r-ights  pledges  fr-om  China  could  be  un^ 
cut  if  Japan  sends  differing  sig-nals  to  Beijing.  The  Asia-Pal 
ic  Economic  Cooperation  for"um,  which  is  aimed  at  mak] 
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Japan's 
Widening 
Web  of 
Asia  Ties 


DATA:  BLOOMBERG  FINANCIAL 
MARKETS.  DEUTSCHE  BANK 
CAPITAL  MARKETS  (ASIA),  OECD 
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sure  the  U.S.  is  not  kept  out  of  an 
_  all-Asian  trade  bloc,  also  could  be 

^^^flB^^  undermined,  and  efforts  to  isolate 

P^^^^^^  countries  such  as  Bumia  frnastrated, 

liecause  of  a  growing  sense  that 

'  y^^~_  Ja]jan's  interests  may  not  always 

converge  with  America's.  A  senior 
official  at  the  Foreign  Ministry  says 
leading  members  of  the  government 
are  complaining  that  Japan  is  too 
deferential  to  the  U.  S.  when  it 
comes  to  such  regional  issues.  "This 
is  a  new  game,"  says  the  official. 

Still,  there  are  risks  in  this  new 
era.  Asian  nations  don't  always  find 
that  Japan's  embrace  is  entirely  be- 
neficent. Countries  such  as  Malaysia 
and  Thailand  have  enjoyed  large 
sums  of  new  Japanese  investment. 
But  they  also  have  developed  huge, 
structural  tr'ade  deficits  with  Japan. 
Their  yen-denominated  loans  from 
Japanese  institutions  also  have 
soar-ed  in  local  currency  value — and 
Tokyo  shows  few  signs  of  wanting 
to  r-enegotiate  onermis  loans.  And 
East  Asian  nations  that  were  sav- 
aged by  Japanese  troops  during 
World  War  II  woi'iy  that  an  in- 
creasingly independent  Jaj^an  could 
start  to  rearm. 

It's  not  just  wartime  atr-ocities 
that  pr-esent  problems  for'  the  Japa- 
nese. Having  long  looked  down  on 
the  rest  of  Asia,  many  Japanese 
are  finding  that  they  are  out  of 
touch  with  then-  neighbor's'  cultiu'es. 
•  instance,  while  Sanyo  has  been  welcomed  by  Indonesian 
iticians,  its  Japanese  manager's  sparked  an  upr'oar  last 
r  among  its  wor'kers.  They  went  out  on  strike  after  San- 
refused  to  allow  33  of  its  female  assembly-line  workers  to 
ir  Muslim  traditional  dress.  The  company  cited  safety 
sons  for  its  stance.  After  four  months,  Sanyo  agr'eed  to  a 
ipr'omise  in  which  the  women  could  wear-  uniforms  that 
er'ed  their  arms  and  legs,  as  Mushm  mor'es  dictate.  "We're 
•ning  that  r'eKgion  has  an  equal  pr'ior'ity  to  pr-ocedm-e,"  con- 
es Sanyo's  Miyagawa. 

/[or'eover,  some  Japanese  won-y  that  by  flocking  offshor'e, 
lufactur'ers  are  "hollowing  out"  their  home  economy.  But 
ike  U.  S.  multinationals  that  started  moving  pr'oduction 
rseas  years  ago,  often  to  independent  supplier's,  Japa- 
e  companies  are  maintaining  total  control  and  keeping 
[ication  of  all  strategic  pr'oducts  at  home.  What's  mor'e. 
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Japan's  wor'krng-age  j^opulation  is  peaking  this  year',  meaning- 
Japan's  ah'eady  low  unemployment  r-ate  isn't  expected  to 
worsen  much  by  any  hollowing  out. 

Other  Japanese  wonder  whether  by  promoting  Asian 
strength,  Japan  may  be  ci'eating  mor'e  competitor'.s — econom- 
ic, political,  and  militar'y.  Economically,  these  competitors 
could  well  use  the  Japanese  model  against  the  Japanese,  as 
South  Kor-ea  ah'eady  has  started  to  do. 

Such  potential  hazards  haven't  deter'red  g^iants  like  Mitsu- 
bishi, which  is  vigorously  establishing  regionally  integr'ated 
networks  of  alliances  and  business  deals.  In  China,  Mitsubishi 
Corp.  has  established  alliances 
with  China  Natural  Gas  ■& 
Petroleum  Corp.  and  Baoshan 
Iron  &  Steel  Complex  Cor'p. 
to  explor'e  ways  of  doing  busi- 
ness together-.  In  the  Philip- 
pines, the  company  has  de- 
veloped a  successful  industrial 
park  and  is  a  partner  in  a 
power-gener'ation  project.  In 
Vietnam,  a  joint  venture  with 
Mitsubishi  Motors,  Malaysia's 
Proton,  and  local  investors 
will  assemble  vans.  Mean- 
while, Mitsubishi  Motor's 
Cor'p.  next  year'  plans  to  ex- 
port picku{3  trucks  fi-om  Viet- 
nam to  Jajjan. 

THE  BIG  STAKEOUT.  Other 
Japanese  giants  ar'e  equally 
aggressive.  Honda  Motor  Co. 
has  launched  thr'ee  joint  ven- 
tures in  China  to  make  and 
sell  motor-cycles.  Honda  is 
also  developing  a  new  sedan 
for  production  in  Thailand. 
Nissan  Diesel  Motor  Co.  soon  plans  to  introduce  an  "Asian 
tr-uck"  for'  sale  in  Southeast  Asia.  Thr'ough  standar'dization  of 
parts  and  local  pr-oduction,  it  expects  to  cut  costs  by  30%.  In 
Januar-y,  Toyota  Motor'  Cor'p.  said  that  by  1998  it  would  ex- 
pand its  Asia  parts-making  networ-k  to  include  about  100 
parts,  a  shar'p  boost  from  the  current  12. 

The  company  is  ah'eady  j^lanning  to  intr'oduce  a  low-priced 
"Asian  car-"  in  1997,  when  it  intends  to  double  anirual  car'  pr-o- 
duction in  Southeast  Asia,  to  mor'e  than  1  inillion.  By  the  time 
Detr'oit's  Big  Three  follow  thr'ough  on  r-ecently  announced 
plans  to  set  up  oper'ations  in  Southeast  Asia,  relationships 
with  part  suppliers  and  distr'ibutors  may  be  tied  up.  "The 
East  Asia  auto  market  could  be  Japan's,"  says  James  Abeg- 
glen,  a  Tokyo-based  consultant. 

Other  Japanese  industries  ar'e  moving  fast  to  stake  out 
Asia  as  well.  Matsushita  Electric  Industrial  Co.  has  15  affih- 
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ates  in  Malaysia  that  account  for 
about  4%  of  the  countiy's  exports. 
In  eai'ly  Febmaiy,  Kawasaki  Heavy 
Industries  Ltd.  and  Nissho  Iwai 
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Corp.  signed  an  agreement  with 
Malaysia's  Diversified  Resources 
Berhad  to  build  a  $100  million  mo- 
torbike plant  in  Malaysia.  By  1998, 
Toshiba  Corp.  plans  to  invest  $122 
million  in  seven  Thai  affiliates,  mak- 
ing color  televisions,  aii'  conditionei-s, 
computer  monitors,  and  semiconduc- 
tors. In  the  Chinese  port  of  Dalian, 
neon  signs  for  Canon,  Hitachi,  and 
NEC  abound. 

Thailand  typifies  Asia's  open-arms 
welcome  to  the  Japanese.  Over  the 
next  three  years,  the  Thais  aim  to 
attract  $8  billion  in  new  Japanese 
investment  to  create  160,000  new 
jobs.  One  indication  of  its  seriousness:  Bangkok  is  closing 
its  Hong  Kong  investment-promotion  office  and  moving  it  to 
Osaka. 

This  all  adds  up  to  a  much  stronger  tilt  by  Japan  toward 
Asia  than  by  the  U.  S.  or  Europe.  According  to  an  estimate 
by  Deutsche  Bank,  Japan's  cumulative  direct  investment  in 
East  Asia  tlirough  1994  totaled  $64  billion,  against  an  estimat- 
ed $26  billion  fi-om  the  U.  S.  and  about  $7  billion  ft'om  Genria- 
ny.  In  1998,  East  Asia  took  36%  of  Japan's  exports,  against 
17%  of  America's  and  less  than  10%.  of  Gemiany's  or  France's, 
according  to  the  International  Monetary  Fund. 
CARVING  OUT.  Individual  deals  don't  r-attle  Western  experts  as 
much  as  the  pr-ospect  that  Japan's  entire  model  of  export-led 
gr'owth  and  barriers  to  imports  will  be  imitated  throughout 
the  r-egion.  Some  Asian  governments  ar"e  welcoming  Japanese 
specialists  to  advise  them  on  how  to  design  and  implement  in- 
dustrial policy.  Japan's  Ministry  of  International  T^-ade  &  In- 
dustry has  experts  visit  China  regulariy  to  dispense  knowhow 
on  industrial  policy  and  economic  development.  China  has 
alr-eady  taken  at  least  one  lesson  fr-om  Japan's  handbook: 
It's  protecting  such  str-ategic  industries  as  autos  ft-om  foreign 
competition.  "If  we've  been  unsuccessful  in  dealing  with  MITI, 
think  what  that  means  for  us  in  dealing  with  China  over  the 
next  50  years,"  says  Mar-k  Foster;  a  U.  S.  attorney  specializ- 
ing in  cracking  Asian  mar'kets. 

Bolstering  Japan's  clout  in  the  region  is  its  disbm-sal  of  for-- 
eign  aid.  Alr-eady  the  world's  largest  aid  donor,  Japan  di- 
rects much  of  its  money  to  Asia  so  as  to  carve  out  a  spher-e 
of  influence.  Much  of  this  overseas  development  assistance  is 
in  the  fornn  of  loans.  At  the  end  of  1994,  Jajjan's  Over-seas  Ec- 
onomic Co-oper-ation  Fund  had  $69.6  billion  worth  of  loans 
outstanding  in  Asia.  That's  78%.  of  the  oecf's  total  portfolio. 
Indonesia  was  the  biggest  r-ecipient,  followed  by  China,  the 
Philippines,  India,  and  Thailand. 

Japan's  gTov,ang  influence  isn't  just  economic.  Mor-e  than 
ever,  Asians  ar-e  embracing  Japanese  cultur-al  exports.  In 
April,  Nihon  Hoso  Kyokai,  Japan's  pubUc  TV  networ-k,  plans  to 
expand  its  progTamming  to  Asian  br-oadcasters  and  cable 
operators  fi-om  105  minutes  a  day  to  12  hours.  Asians  ar-e  con- 
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suming  rrror-e  Japanese  cultm-e  tl 
ever.  In  Taipei,  a  line  for-ms  nigl 
outside  one  of  the  most  popu 
Japanese  restaurants.  In  H( 
Kong,  Tokyo  Love  Stoj-y,  a  popi 
miniseries  dubbed  into  Canton( 
has  gener-ated  comic-book  spin-c 
Throughout  Asia,  youngst 
bounce  to  the  beat  of  such  Ja 
nese  pop  gr-oups  as  the  South 
All  Star-s,  Hikaru  Genji,  and  Ch 
&  Aska.  And  r-egional  stars  are 
leasing  their  own  ver-sions  of  Japanese  hits.  This  growing 
ceptance  of  their  culture  in  the  region  makes  Japanese 
more  part  of  Asia. 

In  return,  Japanese  are  showing  broader  interest  in  etl 
foods,  movies,  pop  music,  and  books  fi-om  their  neighb 
More  Japanese  than  ever  are  studying  Asian  languages 
tr-aveling  in  the  r-egion.  A  new  album  in  Mandarin  by  Tai 
nese  singer  Faye  Wang  is  a  big  seller-.  Asian  movies  sucl 
Chinese  dir-ector-  Chen  Kaige's  Farewell  My  Concubine 
appeahng  to  a  mass  audience.  "Asian  movies  take  us  bad 
years  to  Japan's  period  of  modernization,"  says  Takahiro 
r-ao,  chief  editor  of  Crea,  a  popular-  women's  magazine.  "Tl 
were  the  good  old  days.  Now  we  feel  that  Asia  is  like  ti 
Late  last  year,  Crea  published  a  package  of  stories  on  A 
food,  movies,  literatur-e,  and  travel. 
MINOR  IRRITANTS.  To  be  sure,  all  Asians  aren't  buying 
Japan's  r-e-Asianization  drive.  Even  some  of  Japan's  6 
while  allies  criticize  its  behavior  in  the  region.  Ishihara'j 
author.  Prime  Minister-  Mahathu-,  has  expr-essed  ir-e  at  Jaj 
r-eftisal  to  r-enegotiate  loans  taken  out  before  the  yen's  1 
rise  against  the  Malaysian  ringgit.  He  says  Malaysia  v 
take  any  more  Japanese  loans  unless  they're  denominate 
a  currency  other  than  yen.  Mahathir  is  also  upset 
Japan's  $4.7  billion  tr-ade  surplus  with  Malaysia  and  its  r-es 
five  trade  practices.  Chinese,  Taiwanese,  and  Kor-ean 
cials  similarly  have  decried  Japanese  tr-ade  ban-iers.  IV 
Asians  complain  about  the  failur-e  of  Japanese  compani( 


Many  Asians  complain  that  Japanese  companies  don't 
promote  local  managers  or  transfer  technology 
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promote  local  managers  to  top  positions  or  to  transfer  sub- 
stantial technology 

So  far,  none  of  those  irritants  appears  so  gi"eat  that  it  will 
halt  Japan's  entente  with  Asia.  To  manage  these  "frictions," 

  much  as  they  have 

previously  managed 
disputes  with  the 
U.  S.,  Japanese  are 
making  a  show  of  gi'eater  generosity,  miti,  for  example,  re- 
cently offered  to  help  develop  parts  industries  in  Asian 
countries  by  dispatching  retii-ed  manufacturing  engineers  and 
paying  three-fourths  of  their  salaries. 

To  respond  to  Asian  complaints  that  the  Japanese  have 
lagged  U.  S.  or  Eui'opean  comj^etitors  in  transfening  technol- 
ogy, the  Japanese  ai'e  making  the  first  moves  in  that  dii-ection. 
The  Mitsubishi  gi'oup  has  opened  a  research  center  in  China 
to  share  technology-  on  a  variety  of  ft'onts,  including  environ- 
mental cleanup.  Pioneer  Electronic  Corp.  in  Januaiy 
agi'eed  to  supply  scrambling  technology  for  cable-TV 
systems  to  Tongkook  General  Electronics  Co.  of 
South  Korea.  And  NEC  Coip.  is  shaiTng  chip  designs 
with  Taiwan  Semiconductor  Mfg.  Co.  "The  Japanese 
realize  there  is  a  jjroblem  vAth  the  pace  of  technol- 
ogy transfer,  and  they  are  ready  to  accommodate 
this,"  says  Stephen  Leong,  executive  director  of 
the  Center  for  Japan  Studies  in  Kuala  Lumpur 

Many  Asians  shrewdly  argue  that  a  heightened 
Japanese  presence  vdll  give  them  a  new  tool  to 
pry  concessions  out  of  U.  S.  multinationals.  "Our 
government  sees  that  it  can  use  Japan  as  a  balance 
to  U.  S.  investment,"  says  legal  scholar  Li  Shu- 
guang  at  the  Chinese  University  of  Political  Science 
&  Law  in  Beijing.  "China  is  happy  to  see  a  contest 
between  Japan  and  the  U.  S.  for  market  share.  It 
creates  a  strategic  triangle  that  only  gives  China 
more  choices." 

Indeed,  Japan's  new  Asian  identity  means  that 
LI.  S.-Japanese  rivab-ies  are  becoining  moi-e  complex 
than  ever  Instead  of  being  confined  to  two-way  issues,  they 
will  be  visible  thi'oughout  the  region.  "U.  S.-Japan  competition 
vnll  get  more  intense  on  setting  the  i-ules  and  agendas  in  mul- 
tilateral economic  organizations,"  predicts  Takashi  Inoguchi,  a 
political  science  professor  at  Tokyo  University. 
ON  THE  FAST  TRACK.  One  key  testing  point  will  come  this  fall 
when  Osaka  hosts  the  next  top-level  meeting  of  the  apec 
trade  gi'oup.  There  are  already  signs  that  it  wiW  seek  to 
slow  down  U.  S.  proposals  for  market-opening  measures 
throughout  the  region.  And  lobbying  from  Japanese  busi- 
ness interests  is  giving  Tokyo  second  thoughts  about  refusing 
to  join  a  Mahathir-sponsored,  Asians-only  trade  bloc  that 
the  U.  S.  opposes. 

Indeed,  the  days  of  America's  diplomatic  ascendancy  over 
Japan  may  be  waning.  As  the  senior  Foreign  Ministry  official 
reveals,  politicians  are  cranking  up  pressure  for  a  more  Asian 
tilt  in  Jajmn's  diplomacy.  Growing  numbers  of  top  Foreign 
Ministry  jobs  are  going  to  Asia  specialists,  and  more  influ- 
ential Japanese  diplomats  than  before  ai-e  getting  ambassado- 
rial assignments  in  Asia.  For  the  fii'st  time,  posts  related  to 
the  region  are  just  as  hot  among  Foreign  Ministry  fast- 
trackers  as  those  dealing  with  the  U.  S.,  says  an  official 
charged  with  training  young  diplomats. 

Strategic  policy  could  change  with  a  sliift  in  diplomatic  pri- 
orities. When  Joseph  S.  Nye  Jr.,  the  new  U.  S.  Assistant 
Defense  Secretaiy  for  international  security,  visited  Jajmn  last 
fall,  he  was  disturbed  to  find  signs  that  Japan  was  drifting 
from  close  cooperation  with  Washington  and  shifting  its  secui'- 
ity  focus  to  East  Asia.  Last  year,  for  example,  Japan  and 
South  Korea  agreed  to  launch  an  exchange  of  naval  visits. 
Nye  proposed  a  series  of  systematic  bilateral  contacts,  which 


have  started,  to  underscore  the  need  for  maintaining  tight  dj 
fense  links. 

Chances  that  Japan  will  abandon  the  West  to  maiTy  As 
appear  remote,  though.  In  the  post-cold-war  era,  Japan 
but  one  of  many  countries,  including  the  U.  S.,  that's  reev^ 
uating  its  role  and.  identity.  Some  see  little  reason  for  wq 
ry  in  a  Japanese  tilt  toward  Asia.  "We  can't  be  part  I 
Asia  as  perfectly  as  some  Asianists  feel,"  says  Tokyo  Uil 
versity's  Inoguchi.  "We  need  North  America,  Latin  Amei 
ca,  and  Western  Europe."  Re-Asianization,  he  says,  is| 
"piecemeal  adjustment." 

Indeed,  as  China  continues  on  its  path  of  exjjlosive  econod 
ic  gi-owth,  Tokyo  may  feel  it  recjuires  the  weight  of  Washinj 
ton  to  help  check  Beijing.  "Japan  needs  to  keep  hooked  to  t| 
United  States  to  prevent  China's  becoming  the  regional  hed 
mon,"  says  Nobuo  Noda,  professor  of  law  at  Kyoto  Universil 

But  a  redefinition  of  U.  S.-Japan  relations  does  appear  to 
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in  the  worlds.  This  will  requiiv  c; 
ful  management  by  both  sides.  " 
pan  is  preparing  a  lot  of  opti 
because  it  doesn't  know  where 
world  is  going,"  says  Ivan  Hal 
specialist  in  Japanese  intellect] 
history  based  in  Tokyo.  "One 
tion  is  to  create  its  own  defens| 
sphere  of  influence  that  is  econoj 
cally  grounded  but  with  polit: 
and  cultui'al  ties."  That  could  take  10  to  20  yeai-s,  he  obse: 
By  then,  China  may  be  an  even  greater  economic 
military  threat.  A  re-Asianized  Japan  could  choose  to  ai 
vdth  Beijing  and  its  large  markets.  Or  Tokyo  may  choose* 
stick  with  its  longtime  patron  across  the  Pacific,  hoping  t 
a  renewed  alliance  with  Washington  would  restrain  rapidly  i 
panding  Chinese  power.  A  thu'd,  and  perhaps  the  most  lik 
scenario  would  be  for  Japan  to  play  a  middle  role,  serving] 
a  buffer  or  moderator  between  clashing  Western  and  Asj 
interests. 

In  any  event,  this  is  a  crucial  moment  of  self-redefinitioii 
Japan.  If  sustained,  the  shift  could  become  a  profound  chaij 
in  Japanese  identity,  similar  to  when  Commodore  Matting 
Peny  forced  Japan's  doors  open  and  sparked  the  Meiji-eraf- 
fort  to  "catch  up  and  suipass  the  West."  Now  that  the  Wst 
is  no  longer  offering  what  Japan  needs  most — the  pi'ospecl)| 
long-term  economic  gi'owlh — the  tilt  toward  Asia  is  on. 
better  or  woi'se,  the  world  will  feel  the  effects. 

By  Robert  Neff  in  Tokyo,  with  Michael  Shari  in  Jaka 
Joyce  Banmtlmn  in  Hoyig  Kong,  Margaret  Dawson  in  Tai 
and  Edith  Updike  in  Neiv  York 
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lity  Spatial  Imaging  sound  system  give  no  hint  to 
power  of  the  214  horsepower  24-valve  engine 
;ing  under  the  hood.  Not  to  mention  an  optional 
■ormance  suspension  that  would  make  any  sports 


car  envious.  For  added  safety,  there  are  even  dual 
air  bags+  and  four-wheel  anti-lock  disc  brakes. 

So  take  The  Eagle  Test  Drive.  Then  pick  up  your 
own  copy  of  an  Eagle  Vision  TSi. 

THE  EAGLE  TEST  DRIVE 
1-800-2-TEST-EAGLE 


MEST-EAGLE  (1-800-283-7832)  to  get  product  information,  literature,  retailer  location,  current  MSRP,  even  a  video  on  how  to  take  a  test  drive,  t Alvioys  «/ear  your  seat  belt. 
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WHAT  THE  STRONG  YEN  IS  BREEDING: 
JAPANESE  MULTINATIONALS 

Manufacturers  are  using  it  to  set  up  more  operations  in  Asia,  Europe,  and  North  America 


As  the  mighty  yen  shatters  one  plateau  after  another, 
Japanese  chieftains  howl,  Tokyo  share  jjrices  swoon, 
and  cheap-dollar  mavens  in  Washington  smugly  predict 
that  Japan's  colossal  trade  surplus  will  finally  be  cut 
down  to  size.  Today's  turmoil  in  Tokyo,  right?  Try  late  1985, 
just  weeks  after  finance  ministers,  meeting  at  Manhattan's 
Plaza  Hotel,  agi-eed  to  devalue  the  dollar  against  major  world 
currencies.  So  began  the  endaka,  or  strong  yen,  era. 

Now,  a  new  bout  of  yen  appreciation  has  driven  the  yen  to 
a  postwar  high  of  around  88  to  the  dollar.  Once  again,  a  ritu- 
al is  being  played  out.  "We  are  not  ready  for  90  yen  to  the 
dollar,"  laments  Yoshikazu  Hanawa,  Nissan  Motor  Co.'s  exec- 
utive vice-president  for  product  planning  and  development. 

But  despite  the  complaints,  manufacturers  have  grown 
adept  at  surviving  yen  shock  and  even  benefiting  ft'om  it. 
They  are  using  the  yen's  strength  to  cjuickly  and  cheaply  set 
up  integrated  manufacturing  bases  in  dollar-linked  Asia.  And 
as  a  result  of  investments  in  the  U.  S.,  Mexico,  and  Europe, 
many  Jaj^anese  companies  are  emerging  as  tine  multination- 
als. That  allows  them  to  play  both  sides  of  yen-dollar  swings, 
using  cheaper  dollar-denominated 
parts  and  materials  to  offset  higher 
yen-related  costs. 

"CUSHIONED."  Indeed,  the  era  in 
which  Japan  simply  made  finished 
products  at  home  and  shipped  them 
out  to  the  world  is  over.  The  most 
innovative  companies  are  parting 
with  stay-at-home  Japanese  suppli- 
ers and  ceding  more  decision-mak- 
ing authority  to  overseas  subsidi- 
aries, i^articularly  in  the  U.  S.  Their 

geographic  diversification  is  such  that  "the  losses  and  disloca- 
tions from  the  most  recent  yen  evaluations  won't  be  as  high 
as  they  might  have  been,"  says  Mark  Mason,  a  Japan  watch- 
er and  associate  professoi-  at  Yale  University  School  of  Man- 
agement. "To  a  veiy  great  extent,  they've  been  cushioned." 

That  paitly  explains  why  the  theoiy  that  currency  move- 
ments will  eventually  solve  trade  imbalances  isn't  working  as 
many  U.  S. -based  economists  predicted.  Endaka — which 
should  theoretically  make  Japanese  products  less  price-com- 
petitive abroad — hasn't  reduced  Japan's  record  $121  billion 
global  trade  surplus,  at  least  not  yet.  Export  volume,  up 
9.6%  in  1994,  have  increased  steadily  during  the  1990s.  Al- 
though a  flood  of  cheap  imports  should  lower  the  Japanese 
trade  suiplus  by  about  5%  in  1995,  Japanese  bureaucrats'  half- 
hearted efforts  to  remove  import  bariiers  will  keep  the  sur- 
plus, and  by  extension  the  yen's  value,  high. 

There's  no  denying  the  soaring  yen  means  plenty  of  pain 
for  Japan.  The  IS'Xr  decline  this  year  in  the  Nikkei  225  aver- 
age owes  much  to  wonies  that  the  high  yen  will  clobber  cor- 
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COMRADES 
INAEMS 

Mitsubishi's  Jack 
Osborn  and  Tachi 
Kiuchi  are  moving  to 
"Americanize" 
production  of  big- 
screen  televisions 


porate  earnings.  Salomon  Brothers  Inc.  says  endaka  w 
keep  economic  growth  below  1%  in  1995.  Worse,  an  exodus 
manufactming  jobs  overseas  threatens  Japan's  lifetime  job-j 
curity  compact.  "The  best  manufacturers,  like  auto  make: 
will  leave,  while  we  keep  the  less  efficient  ones,"  frets  Non 
ra  Research  Institute  analyst  Richard  Koo,  author  of  Go 
Endaka,  Bad  Endaka. 

True,  some  choice  jobs  will  leave.  Yet  so  will  plenty  of  lo 
end  manufacturing  companies  that  would  probably  go  unc 
in  high-cost  Japan  unless  they  move  offshore.  And  the  futi 
flow'S  of  profits  from  Japan's  growing  offshore  operations  v 
continue  as  big  companies  become  increasingly  sophisticab 
Take  electronics  powerhouse  Hitachi  Ltd.,  which  has  set 
eight  manufactming  operations  in  the  U.  S.  since  1985.  Its  1: 
of  projection  televisions,  assembled  in  Mexico,  is  very  mud 
global  effort  (chart).  The  small  tubes  that  project  informat: 
come  from  a  Hitachi  subsidiaiy  in  Greenville,  S.C.,  while 
chassis  and  circuitry  are  made  by  its  affiliate  in  Malaysia 

From  Japan?  Computer  chips  and  lenses,  or  only  ab( 
30%  of  the  value  of  the  parts  being  used.  Hitachi  exe^ 


}S  are  quietly  pleased  that  their  decade-long  ef- 
;s  to  ride  out  trade  friction  with  the  U.  S.  have 
en  them  such  flexibility.  They've  been  able  to 
lid  any  price  increases  for  the  projection  TVs, 
ich  retail  in  a  i-ange  from  $2,800  to  $4,400. 
)f  course,  the  recent  yen  appreciation  is  keeping 

heat  on  Japanese  manufactui-ers  in  the  U.  S.  to 
ke  further  moves  to  cope.  Mitsubishi  Electric 
•p.  is  attempting  to  "Americanize"  its  production 
big-screen  televisions  in  Cypress,  Calif.  Tachi 
chi,  chauTTian  of  Mitsubishi  Electric  America  Inc., 
urning  his  subsidiary  into  much  more  of  a 
-managing  entity.  It  has  taken  control  of 
xican  assembly  plants  away  from  headquar- 
3  in  Japan.  Purchasing,  now  done  out  of 
3to  and  Singapore,  is  moving  to  the  U.  S. 
lASE  PAY  MORE.  The  result?  The  yen-based 
tent  in  Mitsubishi's  TVs  is  shrinking 
matically.  "A  year  ago,  all  of  our  35- 
1  picture  tubes  were  coming  from  Kyo- 

says  Jack  L.  Osbom,  president  of  Mit- 
ishi  Consumer  Electronics  in  Norcross, 

"By  next  year,  they'll  all  be  coming 
m  North  American  manufacturers." 
jrall,  Mitsubishi  Electric  estimates  that 
lanese  content  is  only  20%  to  25%  of  the  value  of  the 
ds  it  sells. 

Vhile  holding  the  line  on  the  prices  of  such  consumer 
ds,  Japanese  companies  are  able  to  pass  along  currency- 
ited  costs  in  technologies  where  they  don't  face  real 
[petition.  With  about  45%-  of  the  woi"ld's  liquid-ciystal-dis- 
/  market.  Sharp  is  considering  export  price  hikes  that  an- 
its  say  will  be  about  5%.  Assemblei's  of  computers  in  the 
5.  may  have  little  choice  but  to  accept  such  increases, 
ewise,  Kyocera  Corp.  will  "ask"  customers  to  pay  10%. 
•e  for  computer-chip  packaging  and  electronic  compo- 
ts  later  this  year. 

Vliile  they  maintain  their  U.  S.  markets,  the  hig  Jai")a- 


Coping  with  Endaka  Hitachi's  global  reach  allows 

it  to  continue  making  projection  TVs  without  raising  prices.  Here's  how: 


From  Japan, 
Hitachi  procures 
semiconductors 
and  lenses.  Thus 
only  30%  of  the  value  of  the 
parts  used  are  yen-denominated. 


The  chassis,  including  circuit 
board,  comes  from  another 
Hitachi  subsidiary,  Hitachi 
Consumer  Products  Malaysia 
in  Selangor,  Malaysia. 
Dollar-denominated. 


The  small  tubes 
that  project  infor- 
mation onto  the  screen  come 
from  Hitachi  Electric  Devices 
U.S.A.  Inc.  in  Greenville, 
S.C.  Denominated  in  dollars. 


Hitachi  Consumer  Product  de  Mexico 
assembles  the  TVs  in  Tijuana.  Peso- 
denominated  costs  such  as  labor  have 
ropped  in  dollar  and  yen  terms. 


nese  companies  also  are  using  the  strong  yen  to  buy  clieaper 
components  from  around  the  world  and  ship  them  home  foi' 
assembly.  That  pi'ovides  a  competitive  edge  in  Japan  itself. 
Sanyo  recently  sigTied  a  deal  with  Mexican  appliance  maker 
Mabe  to  produce  compi'essors  for  assembly  into  refiigei-ators 
in  Japan.  Similar  strategies  in  China  and  Vietnam  have  con- 
tiibuted  to  an  earnings  turnaround  at  Sanyo. 

This  "reverse  export"  trend  has  been  showing  up  even 
within  Japan's  flagship  auto  industiy.  Toyota  Motor  Corp. 
this  year  will  make  348,000  engines  in  tlie  U.  S.,  up  fi'om 
233,000  in  1994.  Not  only  does  that  reduce  the  number  of 
costly  yen-priced  engines  in  U.  S.-assembled  cars  but  any 
extras — an  ex])ected  2f).000  this  year — will  he  exported  hack 


^  NO  CHOICE  BUT 
TO  PAY  UP 

Texas  Instruments 
^    may  soon  find 
prices  rising  for 
Sharp  LCDs  used 
in  its  laptop 
computer  screens 


to  Toyota  plants  in  Japan  and  elsew  liei-c  In  Inwcr  cnsi,-.  Jap- 
anese auto-parts  makers  with  U .  S.  plants  are  beginning  to 
ship  other  components  back  home. 

Wliat  impact  will  such  a  world-girding  system  have  on 
Japan's  ti-ade  surpluses?  The  betting  is  that  Japan's  global 
smplus  will  fall  by  about  5%  in  dollai-  tenns  tliis  yeai-.  But  the 
Japanese  trade  suipluses  will  still  be  painfully  lai-ge,  especial- 
ly as  sales  to  the  rest  of  Asia  continue  to  soar.  And  a  high 
yen  won't  do  much  to  shrink  those  surpluses  as  giants  like 
Hitachi  and  Mitsubishi  go  global. 

By  Brian  Bremver,  with  Edith  Updike,  in  Tokyo,  Larry 
Armstrong  in  Los  Angeles,  and  Jaynes  B.  Treece  in  Detroit 
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COMMENTARY 


By  William  Glasgall 

THE  SUPERYEN  COULD  SOON  FALL  BACK  TO  EARTH 


In  the  contest  of  cui'rencies  since 
the  industrial  world's  fixed 
exchange  rate  system  collapsed 
more  than  two  decades  ago,  the  yen 
stands  out  as  the  long-distance  cham 
pion.  Twenty-five  years  ago,  the 
Japanese  needed  360  yen  to  buy  one 
U.  S.  dollar.  With  their  nation  accu- 
mulating nearly  $1  trillion  in  trade 
surpluses  since  the  late  1970s,  how- 
ever, the  Japanese  can  now 
buy  a  greenback  for  a  bar- 
gain-basement price  of  less 


by  Japanese  companies  and  sold  to 
Japanese  investors.  Many  foreigners 
are  I'eluctant  to  boiTow  in  yen. 
Japan's  baniers  to  foreign  direct  in- 
vestment prevent  them  from  eaiTiing 
enough  yen  to  repay  their  debts. 

Despite  Japan's  unwillingness  to 
see  the  yen  play  a  greater  global 
I'ole,  the  countiy's  recent  econoinic 
policies  have  all  but  ensured  that  the 
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than  90.  This 


alone,  the 


year 

yen's  value  in  dollars  has 
shot  up  12%. 

The  supeiyen  has  bank- 
rolled Japan's  dramatic  push 
into  Asia,  just  as  it  financed 
its  move  into  the  U.  S.  But 
despite  the  ciurency's  exti'a- 
ordinaiy  appreciation,  it 
would  be  a  mistake  to  as- 
sume it  will  gain  indefinitely. 
Not  only  does  the  dollar  re- 
main the  preeminent  cun-en- 
cy  of  international  finance 
and  trade  but  it  also  may 
benefit  in  coming  months 
fi'om  a  shift  in  global  gi'owth 
l^atteiTis,  intei'est  rates,  and 
capital  flows. 

EXTRA  HEFT.  Some  doubts 
about  the  yen's  chances  for 
further  huge  gains  stem  fr'om 
Japan's  reluctance  to  see  it 
become  a  truly  global  cuiren- 
cy.  That  gives  the  deficit- 
plagued  dollar  some  heft  it 
othei-wise  might  lack.  With 
60%  of  America's  banknotes 
circulating  overseas — and 
many  emerging  economies 
pegging  their  cuiTencies  to 
the  dollai- — the  buck  is  still 
the  prefeiTed  medium  of  ex- 
change fi'om  Guayaquil  to 
Guangzhou.  The  dollar's 
share  of  woiid  foreign  exchange  re- 
sei-ves  remains  around  55%'  today, 
notes  Kemper  Financial  Sei"vices  Inc. 
economist  David  D.  Hale. 

The  yen  accounts  foi'  a  mere  9%, 
little  changed  from  its  level  of  a 
decade  ago.  And  while  15%  of  all  Eu- 
robond issues  are  now  denominated  in 
yen,  most  of  these  bonds  are  issued 


HOW  STRONG?! 


Some  readers  of 
the  tea  leaves  think  the  Bank  of 
Japan  would  like  to  see  the  yen 
drop  back  to  96,  or  even  100 


cuiTency  would  rise.  Trying  to  over- 
come the  hangover  of  the  easy-mon- 
ey-fueled bubble  economy  of  the 
1980s,  Japanese  monetai-y  and  fiscal 
authorities  have  pm-sued  a  hard-mon- 
ey strategy  of  slow  growth  and  defla- 
tion. That  has  helped  cool  global  price 
pressures  and  permitted  the  U.S.  to 
follow  the  opposite  course:  robust 


gi'owth  and  tolerance  of  modest  infla- 
tion. But  with  Menill  Lynch  &  Co. 
estimating  that  Japanese  investors  al 
ready  have  $400  billion  in  um'ealized 
foreign  exchange  losses  on  their 
books,  their  willingness  to  recycle 
their  trade  surpluses  back  into  dol- 
lars has  been  fading. 

However,  1995  could  see  both  coun- 
tiies  change  coiu'se.  Many  economists 
expect  the  Federal  Resei^ve 
to  raise  interest  rates  again 
tWs  spring  to  rein  in  the  U.  S, 
economy.  That  should  damper 
inflation  jittei"s  and  shrink  th( 
U.S.  trade  deficit.  At  the 
same  time,  Japanese  officials 
ai'e  conceding  that  their  econ- 
omy may  not  be  able  to  stanc 
much  more  pi-essui*e  from 
the  yen.  Acknowledging  this, 
Finance  Miriister  Masayo- 
shi  Takemura  on  Mar.  27 
promised  a  new  government 
spending  plan  to  spur  growth 
In  an  unusually  strong  state- 
ment, he  suggested  that  the 
Bank  of  Japan  should  cut 
rates.  The  bank  will  probably 
respond  by  slashing  its 
record-low  discount  rate  by 
50  basis  points,  to  1.25%,  this 
spring.  Perhaps  foreshadow- 
ing this,  the  bank  has  ah-eadj 
pushed  money-market  rates 
to  a  six-month  low.  Coming 
on  top  of  heavy  central  bank 
pui'chases  of  dollars,  those 
moves  have  led  some  econo- 
mists to  think  Japanese  au- 
thorities would  like  the 
gi'eenback  to  return  to  96 
yen,  or  maybe  even  100. 

If  anything,  Japan's  new 
Asian  investment  focus  could 
help  this  trend  along.  As 
Japanese  manufacturers  re- 
place domestic  production 
with  goods  ft"om  theu*  new 
Asian  factories,  imports 
should  rise,  and  the  country's 
trade  suiplus  should  decline 
It  may  never  dwindle  enough  to 
make  the  yen  a  weak  cuirency  again 
Even  if  it  does,  the  yen  should  re- 
main a  relatively  strong  ciuTency  for 
years  to  come.  But  for  now,  some  of 
the  forces  pumping  the  Japanese  cur 
rency  up  could  be  taking  a  break. 


Glasgall  ivrites  about  global  fiminc 
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Equitable  is  The  Equitable  Companies  Incorporated,  life  insurance  antl  annuity  contracts,  including  variable  annuities  and  variable  life  insurance,  are  issued  by  Tbe  Equitable  Life  Assurance  Society  of  the  United  States  or  Equitable  Variable  Life 
Insurance  Company  New  York,  NY,  which  are  subsidiaries  of  Equitable,  UM  funds,  variable  annuities  and  variable  life  insurance  are  distributed  through  Equico  Securities,  Inc  lEquico),  NewYork,NY  and  are  offered  by  prospectus  only  GE-94-193 


College  comes  at  yoii  like  an  express  tram.  Like  tomorrow,  it'll  l>e  liere  lielore  you  know  it.  Is 
tliere  any  way  you'll  be  able  to  meet  it  —  otlier  tlian  liat  m  liand? 

^fes.  Talk  to  Equitable.  We  can  introduce  you  to  an  array  ol  mutual  funds,  variable  annuities 
and  life  insurance  —  ideas  to  lielp  you  plan  tbe  future  —  some  tbat  even  lielp  defer  taxes. 

If  you  want  to  find  out  more  about  tliese  products,  including  cbar5;es  and  expenses,  ask  your 
ag^ent  for  a  prospectus.  Be  sure  to  read  it  carefully  before  you  invest  or  pay  money. 

Arid  do  it  soon,  ^lou  know  bow  fast  youngsters  move  from  stage  to  stage.  So  you  know  tbat  col- 
lege will  arrive  as  scbeduled.  We  can  lielp  you  be  ready. 
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w  e  r   over   to  m  o  r  r  o  iv 


Finance 


MUTUAL  FUNDS 

WERE  WORTH  WAITING  FOR 

After  a  dark  and  stormy  1994,  their  returns  are  looking  up-way  up 
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Patience  may  be  its  own  reward, 
but  when  it  comes  to  investing, 
the  payoff  is  profits.  Investoi-s  who 
stuck  with  their  mutual  funds 
through  the  sometimes  dark  and  stoiTny 
markets  of  1994  are  now  finally  getting 
their  reward.  Funds  that  invest  in  U.  S. 
stocks  are  sizzhng,  with  retiUTis  of  7.5% 
for  the  quarter  (through  Mar  27),  in- 
cluding reinvestment  of  dividends  and 
capital  gains.  Even  more  striking  are 
the  bond  funds,  which  were  pummeled 
last  year  in  the  worst  bond-market  rout 
since  the  Great  Depression.  Taxable 
bond  fimds  posted  an  average  4%  total 
return.  And  tax-fi-ee  bond  funds,  after 
being  even  hai'der  hit  in  '94,  averaged  a 
remarkable  6.3%  gain  for  the  quarter. 
This  strong  fund  performance  should 


come  as  no  gi-eat  surprise  to  investors 
who  have  kept  an  eye  on  the  markets 
this  year.  The  Dow  Jones  industrial  av- 
erage crossed  the  4000  mark  weeks  ago 
and  is  now  up  8.4%.  The  Standard  & 
Poor's  500-stock  index  hit  a  record  of  its 
own — the  500  mark — and  is  up  more 
than  10%,  including  dividends.  Both  the 
Dow  and  s&p  outpaced  the  average 
U.  S.  diversified  equity  fund,  primarily 
because  funds  tend  to  invest  in  smaller 
companies.  The  fimds  matched  the  s&p 
MidCap  400  index  and  ran  far  ahead  of 
the  S&P  SmallCap  600  index.  The  all- 
equity  fund  average  was  up  only  4.2%, 
mainly  because  of  heavy  losses  among 
the  overseas  fimds,  especially  those  that 
invest  in  the  emerging  markets  of  Lat- 
in America  and  Asia. 


ler 


The  zooming  U.  S.  stock  marke  «f 
taking  its  cues  from  the  bond  crc  ftli- 
which  has  tumed  bullish,  betting  on 
mounting  evidence  that  the  Federal 
sei-ve's  yearlong  efforts  will  succeeisiie 
cooling  the  economy  without  kilhnj 
So  far  this  year,  the  interest  rat€  fflj 
long-term  Treasury  bonds,  at  7.49! 
down  more  than  a  half  a  percent  t(Ci 
point  and  nearly  a  whole  percent 
point  fi'om  its  November,  1994,  pea 
rates.  Some  of  the  fund  categories  ' 
the  quarter's  best  performances 
interest-sensitive — specialized  finan 
gi'owth-and-income,  balanced,  and  e 
ty-income  funds  (table,  page  124) 

The  recovery  in  fund  perform; 
has  spai'ked  a  pickup  in  investment, 
but  the  industry  is  still  a  ways  i 


The 

Best 

Returns 


FIDELITY  SELECT  ELECTRONICS 
PERKINS  OPPORTUNITY 
RETIREMENT  PLANNJNG  GROWH  I 
GAM  GLOBAL 


TOTAL  RETURN* 

 22-44% 

22.38 
21.22 
19.90 


"APPRECIATIOK  PLUS 
REINVESTED  OIVfflLNOS  AHO 
CAPITAL  GAINS  BEFORE  TAXIS, 
1  fMR.  27, 1995 

DAif.:  MORNiNGSTAR  INC. 


FIDELITY  SELECT  AIR  TRANSPORTATION _ 
GOVETT  SMALLER  COMPANIES 
ROBERTSON  STEPHENS  VALUE  +  GROWTH 
SELIGMAN  COMMUNICATIONS  &  INFO.  A 
BT  INVESTMENT  SMALL  CAP 
GAM  INTERNATIONAL 

JOHN  HANCOCK  NATL.  AVIATION  &  TECH.  A 

FIDELITY  SELECT  COMPUTERS 

JOHN  HANCOCK  GLOBAL  TECHNOLOGY  A 

RYDEXNOVA 

ARROW  EQUITY 

CAPPIELLO-RUSHMORE  EMERGING  GRTH. 
FIDELITY  SELECT  FINANCIAL  SERVICES 
FIDEUTY  SELECT  SOFTWARE  &  COMPUTER 
CLIPPER 

INVESCO  STRATEGIC  HEALTH  SCIENCES 
AMERICAN  CAPITAL  EXCHANGE  _ 
SIFE  TRUST 
CAPITAL  EXCHANGE 

FLAG  INVESTORS  EMERGING  GROWTH  _ 
FEB  EQUITY 


19.07 
18.98 
18.20 
17.01 
16.83 
16.27 
16.16 
15.65 
15.36 
14.31 
14.03 
13.91 
13.89 
13.74 
13.69 
13.50 
13.19 
13.17 
13.09 
13.03 
12.98 


f  RANKLIN  SMALL  CAP  GROVlfTH 
RYDEX  OTC 

PUTNAM  HEALTH  SCIENCES  A_ 
FIDELITY  SELECT  HEALTH  CARE 
FIDUCIARY  EXCHANGE 

CHESAPEAKE  GROWTH  

QUEST  FOR  VALUE  A 

BULL  &  BEAR  SPECIAL  EQUITIES 

QUEST  FOR  VALUE  OPPORTUNITY  A 

FIDELITY  SELECT  HOME  FINANCE 

HARBOR  CAPITAL  APPRECIATION 

PILGRIM  MAGNACAP 

T  ROWE  PRICE  BLUE  CHIP  GROWTH 

INVESCO  STRATEGIC  TECHNOLOGY 

FIDELITY  SELECT  MEDICAL  DELIVERY 

QROmn  FUND  OF  WASHINGTON^  _ 

KEMPER  TECHNOLOGY  A 


TOTAL  RETURN* 
12.85% 
12.80 
12^60 
12.57 
1 2.23 

 12.19 

12.14 
12.09 
12.08 
12.05 
12.03 
12.02 
11.97 
11.94 
11.84 
11.79 
11.76 


The  top  50 
contains  a 
rich  mixtui 
of  technolo 
health  care 
and  financi 
funds.  Dive 
sified  fund 
that  made 
the  list  got 
help  from 
investment 
these  sect( 
too. 


FIDELITY  SELECT  DEFENSE  &  AEROSPACE  1 1 .74 

JOHN  HANCOCK  GLOBAL  RX  A         _  11.73 

FRANKLIN  CA  GROWTH                _  11.73 

ALGER  MIDCAP  GROWTH  11J2 

COMMERCE  AGGRESSIVE  GROWTH    _  11.67 

JOHN  HANCOCK  REGIONAL  BANK  B  11 .82_ 

VOYAGEUR  GROWfTH  STOCK       _  _  _  _  J 1-59 

ALLIANCE  TECHNOLOGY  A  11.54 
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halcyon  days  of  1993.  Accord- 
to  the  Investment  Company 
titute,  stock  funds  banked  net 
V  cash  of  $8.7  billion  in  Febru- 
atop  January's  $6.S  billion. 
;k  in  November's  depths,  the 
3w  was  a  mere  $^3  billion.  Bond 
ds  counted  $1.1  billion  net  new 
h  in  Febiuai-y — the  first  time 
I  year  that  more  money  went 
han  came  out. 

IID  STAY  TIMID.    But    to  see 

it's  really  happening,  look  at 
ch  funds  are  getting  the  cash. 
)ert  Adler,  whose  amg  Data 
vices  tracks  weekly  flows  to 
is,  says  so  far  this  year  about 


wth-oriented  funds  that  usu- 
buy  smaller  stocks,  take 
ater  risks,  and  have  potential- 
ligher  payoffs.  Funds  that  ap- 
1  to  the  risk-averse  are  still 
ering  outflows.  The  same  pattern 
ivs  up  among  the  bond  funds.  Most 
he  cash  is  flowing  to  municipal  and 
{  corporate  bond  funds,  which  tend 
ttract  more  sophisticated  investors, 
e  more  conservative  investors  are 
on  the  sidelines,"  says  Neal  Lit- 
i,  executive  vice-president  of  Fidel- 
Investments.  "They're  waiting  to 
if  this  move  can  be  sustained." 
f  course,  that's  the  $64  billion  ques- 
.  So  far,  the  mutual  funds  have  not 
1  the  driving  force  behind  the  stock 


How  the  Big  Funds  Fared 


TOTAL 

ASSETS** 

FUND 

RETURN' 

BILLIONS 

FIDELITY  MAGELLAN 

9.37% 

$38.2 

INVESTMENT  COMPANY  OF  AMERICA 

7.03 

20.1 

WASHINGTON  MUTUAL  INVESTORS 

10.26 

13.7 

FIDELITY  PURITAN 

4.06 

12.3 

VANGUARD/WINDSOR 

7.07 

11.3 

INCOME  FUND  OF  AMERICA 

7.39 

11.1 

FIDELITY  ASSET  MANAGER 

2.25 

10.9 

VANGUARD  INDEX  500 

10.22 

10.1 

FIDELITY  GROWTH  &  INCOME 

8.07 

9.9 

JANUS 

7.51 

9.8 

*APPRECIATION  PLUS  REINVESTED  DIVIDENDS  AND  CAPITAL  GAINS,  BEFORE 
TAXES,  JAN.  l-MAR.  27,  1995  "AS  OF  FEB.  28,  1995 

DATA:  MORNINGSTAR  INC  ; 

market's  di-amatic  surge.  But  if  funds' 
inflows  keep  increasing,  then  the  mai'ket 
could  get  an  added  boost.  That  woidd  be 
welcome  news  for  market  laggards,  es- 
pecially the  small-cap  stocks  that  are 
not  in  the  s&p  500. 

One  soil  of  investment  that  has  yet 
to  r-ebound — in  its  performance  or  abil- 
ity to  attract  new  money — are  the  funds 
that  invest  abroad.  Foreign-stock  funds, 
the  categoiy  that  includes  many  emerg- 
ing-markets portfohos,  are  down  6.9%. 
They're  still  reehng  fi-om  the  peso  crisis 


'RECIATION  PLUS  REIN- 
ED DIVIDENDS  AND 
TAL  GAINS  BEFORE  TAXES, 
l-MAR.  27, 1995 

::  MORNINGSTAR  INC.  ' 


TOTAL  RETURN* 

TOTAL  RETURN* 

_  WRIGHT  EQUIFUND-MEXICO  NATL.  FID. 

-43.79% 

VAN  ECK  INTL.  INVESTORS  GOLD  A 

-14.07% 

_MORGAN  STANLEY  LATIN  AMERICAN  A 

-32.97 

MORGAN  STANLEY  INSTL.  JAPANESE  EQUITY 

-13.84 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-30.68 

KEYSTONE  PRECIOUS  METALS  HOLDINGS 

-13.79 

HERCULES  LATIN  AMERICAN  VALUE 

-28.18 

PNC  INTERNATIONAL  EMRG.  MKTS.  INSTL. 

-13.39 

MERRILL  LYNCH  LATIN  AMERICA  B 

-27.53 

MORGAN  STANLEY  EMERGING  MARKETS  A 

-13.21 

KWm  LATIN  AMERICAN  GROV/TH 

-27.23 

VANGUARD  SPEC.  GOLD  &  PREC.  MTLS. 

-13.13 

_  RDELITY  LATIN  AMERICA 

-26.92 

G.T  GLOBAL  JAPAN  GROWTH  A 

-12.67 

I  ROWE  PRICE  LATIN  AMERICA 

-25.56 

SEVEN  SEAS  EMERGING  MARKETS 

-12.64 

UST  MASTER  EMERGING  AMERICAS 

-22.25 

EVERGREEN  GLOBAL  REAL  EST  EQTY.  Y 

-12.27 

WARBURG  PINCUS  JAPAN  OTC  COMM. 

-21.70 

GAM  PACIFIC  BASIN 

-11.94 

UNITED  SERVICES  GOLD 

-21.61 

HERCULES  PACIFIC  BASIN  VALUE 

-11.87 

LEXINGTON  STRATEGIC  INVESTMENTS 

-21.36 

FIDELITY  JAPAN 

-11.86 

SCUDDER  LATIN  AMERICA 

-20.92 

MONTGOMERY  INSTL.  EMERGING  MARKETS 

-11.77 

PIMCO  ADV  INSTL.  BLAIRLOGIE  EMRG. 

-19.06 

T  ROWE  PRICE  JAPAN 

-11.62 

JAPAN 

-18.93 

G.I  GLOBAL  INTERNATIONAL  GROWTH  B 

-11.47 

RBB-BEA  EMERGING  MARKETS  EQUITY 

-18.85 

FIDELITY  PACIFIC  BASIN 

-11.43 

MORGAN  STANLEY  INSTL,  EMRG.  MKTS. 

-17.02 

MONITREND  GOLD 

-11.39 

MORGAN  GRENFELL  EMRG.  MKTS.  EQTY, 

-16.35 

VANGUARD  INTL.  EQK  INDEX  EMRG.  MKTS. 

-11.32 

FIDELITY  EMERGING  MARKETS 

-16.12 

LEXINGTON  GOLDFUND 

-11.30 

BLANCHARD  EMRG.  MKTS.  GRTH.  &  INC. 

-15.46 

LEXINGTON  WORLDWIDE  EMERGING  MARKETS 

-11.16 

LAZARD  EMERGING  MARKETS 

-15.21 

MONTGOMERY  EMERGING  MARKETS 

-11.14 

EV  MARATHON  GREATER  INDIA 

-15.14 

PIONEER  EMERGING  MARKETS  A 

-11.13 

BULL  &  BEAR  GOLD  INVESTORS 

-14.76 

MORGAN  GRENFELL  INTL.  SMALL  CAP  EQTY. 

-11.04 

MITCHELL  HUTCHINS/KIDDER  EMRG.  MKTS.  B 

-14.75 

BJB  INTERNATIONAL  EQUITY  A 

-10.96 

G.T  GLOBAL  EMERGING  MARKETS  A 

-14.36 

T  ROWE  PRICE  INTERNATIONAL  DISCOVERY 

-10.77 

that  started  in  December  and  re- 
verberated thi'ough  Latin  Ameri- 
ca and  Asia.  The  quarter's  worst 
performers  are  the  Latin  funds. 
Their  huge  losses  of  20%  or  more 
may  look  bad  now,  but  a  few 
weeks  ago,  they  were  worse.  It's 
too  soon  to  call  it  a  turnaround, 
but  many  Latin  funds  are  up  20% 
from  their  lows. 

HELPLESS  YEN.  Nevertheless,  two 
international  funds,  GAM  Global 
and  GAM  International,  ai'e  among 
the  best  funds  of  the  quartei'.  But 
theii'  hefty  returns  come  not  so 
much  from  shrewd  stock-picking 
as  from  bulking  up  on  German 
bonds,  which  soared  in  value  as 
the  U.  S.  dollar  reached  a  new 
low  against  the  mark.  "We  don't 
think  stocks  are  going  to  fall  out 
of  bed,"  says  John  R.  Horseman, 
who  mns  both  gam  funds.  "Bonds 
simply  offer  better  value."  Only  about 
10%.  his  funds'  assets  are  in  stocks. 

The  dollar's  plunge  vis-a-vis  the  mark 
and  yen  helped  to  boost  retiuTis  in  inter- 
national bond  funds.  Fimds  that  go  heavy 
on  mark-  and  yen-denominated  secur- 
ities— and  don't  hedge  them  back  into 
dollars — made  the  biggest  gains  (table, 
page  124).  But  strong  currencies  can't 
overcome  sinking  stock  prices.  The  woi-st- 
perfoi'mers'  list  is  also  peppered  with 
Japanese  funds,  despite  the  soaring  yen. 
Investors  did  not  have  to  stray  far 


The  Mexican 
meltdown 
spread  to  the 
rest  of  Latin 
America  and 
the  emerging 
markets  of 
Asia,  too.  In 
the  last  few 
weeks,  some 
of  these  mar- 
kets have 
begun  to  sta- 
bilize, allow- 
ing the  funds 
to  cut  their 
losses. 
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Finance 


TOTAL  RETURN* 


TOTAL  RETURN* 


'APPRECIATION  PLUS 
REINVESTED  DIVIDENDS  AND  CAPITAL 
GAINS  BEFORE  TAXES,  JAN,  1-MAR, 
27,  1995 

DATA:  MORNINGSTAR  INC, 


from  home  to  score  big  bucks  this  year. 
Just  look  at  Perkins  Opportunity  Fund, 
a  tiny,  $11  million  fund  in  Wayzata, 
Minn.,  that  is  up  22.4%  so  far  this  year 
atop  last  year's  14.9%.  The  fund  invests 
in  small,  emerging  gi-owth  companies, 
and  by  policy  pi-efers  at  least  half  the 
portfolio  to  be  based  in  the  Upper  Mid- 
west. "These  can  be  nsky  investments," 
says  Daniel  S.  Perkins,  who  rans  the 
fund  along  with  his  father,  Richard,  at 
Perkins  Capital  Management  Inc.  "But 
these  companies  are  nearby,  we  know 
them  well,  and  we  are  comfortable  buy- 
ing them."  Their  major  holdings  may 
not  even  be  household  names  in  Minne- 
sota: InnerDyne,  Plaintree  Systems,  and 
cxs. 

RIPE  PICKINGS.  GeogTaphy  may  have  had 
some  role  in  their  success,  but  most  of 
the  Perkins'  companies  are  in  the 
health-care  and  computer-technology 
sectors,  which  are  among  the  most  ro- 
bust areas  of  the  market.  And  most 
fimds  that  made  it  to  the  quarter's  top- 
performers  list  were  heavily  into  one 
or  the  other  or  both.  "Those  are  areas 
where  you  see  new  products  and  inno- 


HEALTH  CARE 

10.91% 

UTILITIES 

3.67% 

FINANCIAL 

10.08 

SPECIALTY-MISC. 

2.69 

GROWTH  &  INCOME 

8.36 

NATURAL  RESOURCES 

2.31 

GROWTH 

7.77 

EUROPE 

1.23 

TECHNOLOGY 

7.74 

WORLD 

-1.46 

EQUITY-INCOME 

7.50 

FOREIGN 

-6.87 

MAXIMUM  GROWTH 

6.77 

PACIFIC 

-7.11 

BALANCED 

6.41 

PRECIOUS  METALS 

-7.31 

SMALL  COMPANY 

5.75 

ALL  EQUITY  FUNDS 

4.21 

ASSET  ALLOCATION 

4.85 

U.S.  DIVERSIFIED  EQUITY 

7.51 

INCOME 

3.74 

S&P  500 

10.04 

vations  all  the  time,"  says  Graham  Y. 
Tanaka,  who  inns  Retirement  Planning 
Growth  Fimd,  up  21.2%  for  the  quarter 
Among  Tanaka's  major  holdings  are 
Adaptec  and  .asm  Lithogi-aphy  in  tech- 
nology^ and  Pfizer  and  Teva  Phai-maceu- 
tical  in  health  cai'e. 

At  BT  Investment  Small  Cap  Fund, 
another  hot  ftrnd,  portfolio  manag-er  Maiy 
Lisanti  has  racked  up  16.8%  growth  this 
year  by  concentrating  more  than  two- 
thirds  of  the  fund  on  health  care  and 
technology.  In  those  sectoi"s,  she's  buying 
stocks  of  companies  that  enhance  pro- 
ductivity, such  as  Macromedia  Inc.,  which 
sells  software  development  tools,  and 
PhaiTus  Inc.,  wliich  provides  information 
systems  for  the  health-care  industiy. 

Of  course,  captuiing  hot  stocks  in  a 
small  fund  can  really  enhance  perfor- 
mance. The  really  big  equity  funds  had 
mixed  results  (table,  page  123).  The 
$38.2  billion  Fidelity  Magellan  Fund 
racked  up  a  neat  9.4%  gain.  That  was 
stiU  behind  the  s&P,  as  were  the  returns 
of  most  of  the  diversified  funds  at  Fi- 
delity. The  stock  market's  shift  to  large 
consumer  gi-owth  stocks  caught  the  Fi- 


TAXABLE  FUNDS 

'  TOTAL  RETURN* 

FRANKLIN/TEMPLETON  GERMAN  GOVT.  BOND  1 3 .38% 

SEI  INTERNATIONAL  FIXED-INCOME  A  12.04 

STATE  ST.  RESEARCH  INTL.  FIX.-INC.  C  11.98 

FIDELITY  YEN  PERFORMANCE  11.81  " 

BENHAM  EUROPEAN  GOVT.  BOND  11.20 

FIDELITY  DEUTSCHE  MARK  PERFORM.  1 1.02 

BENHAM  TARGET  MATURITIES  2020  10.39 

MANAGERS  BOND  10.18 

REMBRANDT  GLOBAL  FIXED-INCOME  TR.  10.06 
LAZARD  INTERNATIONAL  FIXED-INCOME  9.98 


TAX-FREE  FUNDS 

'  TOTAL  RETURN* 

CALIFORNIA  MUNI  14.17% 
ALLIANCE  MUNI  INCOME  CA  A  10.86 
ALLIANCE  MUNI  INCOME  INSURED  CA  A  10.66 
SAFECO  CA  TAX-FREE  INCOME  10.47 
SMITH  BARNEY  CA  MUNICIPALS  A  10.27 
ALLIANCE  MUNI  INCOME  INSURED  NATL.  A  10.20 
BLANCHARD  FLEXIBLE  TAX-FREE  BOND  9.64 
VOYAGEUR  CA  INSURED  TAX-FREE  A  9.63 
USAA  TAX-EXEMPT  CA  BOND  9.55 
SMITH  BARNEY  MANAGED  MUNICIPALS  A  9.54 


The  bond  rally  helped 
boost  returns  for  the 
more  interest-sensitive 
funds,  like  balanced  an(| 
equity-income. 


AVERAGE  OF  1146  FUNDS  3.95 
'APPRECIATION  PLUS  REINVESTED  DIVIDENDS  AND  CAPITALS  GAINS 


AVERAGE  OF  1011  FUNDS  6.27 

BEFORE  TAXES,  JAN.  1-MAR.  27, 1995    DATA:  MORNINGSTAR  INC. 


delity  crowd  quite  off  guard.  "It  wal 
Coke  and  Pepsi  market,"  says  Geof 
Vanderheiden,  who  heads  Fidelitj 
gi'oup  of  gi'owth  ftmds,  "and  we  w| 
undei-weighted  in  those  kinds  of  stocll 
CALIFORNIA  CREAMING.  Among  the  bf 
funds,  the  big  stoiy  is  the  comebacl] 
the  muni  market.  Veteran  muni- 
managers,  like  Alliance  Capital 
agement's  Susan  Keenan  and  SnJ 
Barney  Inc.'s  Joseph  Deane,  say  t| 
knew  all  along  the  snapback  wc 
come.  Mutual-fund  investors  weren't 
sm'e.  Late  last  year,  bond-fund  redei 
tions  hit  their  peak.  And  if  that  werl 
enough  presstu-e,  the  collapse  of  the  f 
ange  County  investment  pool  and  suj 
quent  bankiaiptcy  filing  put  even 
selling  pressure  on  munis,  especiallj 
the  huge  California  municipal-bond 
ket.  "Munis  got  so  cheap"  relativ^ 
taxables,  recalls  Keenan,  that  aire 
tax-exempt  investors  hke  pension 
bought  them  "for  the  tremendous  I 
porttuiity."  Keenan's  Alliance  funds  ll 
ed  up  as  well — a  bold  move,  considel 
some  of  her  funds  were  down  10%f 
last  year. 

The  rebotmd  bet  paid  off  handsor 
Since  then,  long-teiTn  aaa  munis 
shot  up  about  15%  in  price.  Mored 
says  Deane,  munis  have  not  yet] 
their  course  "and  still  offer  excel 
value."  He  estimates  that  over  the 
two  years,  $100  billion  more  in  bJ 
will  be  retired  than  issued,  making 
maining  bonds  ever  more  valuable, 
the  demand  for  tax-exempt  bondsl 
be  there,  says  John  Teall  of  Lipperj 
alytical  Services  Corp.  "One  thingl 
can  count  on  is  that  Americans  ha| 
pay  taxes." 

The  lesson  for  mutual-fund  inve#l  < 
from  this  quarter's  rally  is  clear: 
may  feel  better  by  bailing  out  wher, 
market  gets  choppy,  but  you  alsoj 
missing  the  gains  when  the  reb^ 
takes  hold.  Patience,  patience. 

By  Jeffrey  M.  Lader\ 
in  New 
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THE    60th    unwritten  LAW 
OF  DRIVING 


C  O  N  C  R  E  T  E 

jPARKING 

BARRIERS  WERE 

INVENTED 

TO  TAKE  OUT 

OIL  PANS. 


ALONG  Wl  I  H  »  5  INCHES  OF  GROUND 
CLEARANCE.  THE  TROOPER  LIMITED 
HAS  MORE  PROTECTIVE  SKID  PLATES 
TEIAN  ANY  OTHER  IN  ITS  CLASS. 


Ouch!  That  sound.  That  metal  against  concrete  sound.  It  sends  a  flash  of 


panic  through  your  body  as  you  visualize  a  pool  of  10/30  weight  slowly 
forming  underneath  you.  You  didn't  mean  to.  Just  like  the  curb  the  other 


day.  And  where  did  that  mattress  on  the  freeway  come  from,  anyway? 
To  get  over  these  daily  obstacles,  we  suggest  a  vehicle  engineered  to  get 


you  over  mountain  ranges  and  such.  The  new 


ISU2U 

Trooper  Limited.  Please  call  (800)  726-2700.      Practically /Amazing 


Finance 


REAL  ESTATE 


WHO  SAYS  THE  '80s 
ARE  OVER? 

Nomura's  Ethan  Penner  makes  his  own  rules,  and  his  mega-profits  come  with  mega-risl! 


ETHAN  PENNEI^ 


AGE:  33 


EDUCATION: 

New  York  University 

PAST  JOBS:  Mortgage 
trader  at  Drexel 
Burnham  Lambert, 
mortgage  salesman 
at  Morgan  Stanley 


CURRENT  JOB:  Head  of 
Nomura  Securities' 
real  estate  finance  un 


1994  BONUS: 

About  $10  million 


iOi 

c 

V 

i. 


BIGGEST 

ACCOMPLISHMENT: 

Created  expanded 
market  for  securitize 
commercial  real 
estate 


Evat 

521 


HERO:  Michael  Milken 


By  all  accounts,  the  Palm  Springs 
conference  at  La  Qiiinta  last  Feb- 
niaiy  was  a  spectacle.  The  500 
guests  constituted  a  who's  who 
of  real  estate.  The  gathering  got  rolling 
Thursday  night  with  rock  'n'  roll  by  the 
Gin  Blossoms,  followed  the  next  eve- 
ning by  the  Four  Tops,  and  then,  on 
Saturday,  the  Eagles.  After  playing 
their  signature  song.  Hotel  California, 
Eagles  lead  singer  Glen  Frey  stepped 
up  to  the  mike  and  wTjdy  remarked: 
"You  folks  must  have  had  a  good  year, 
because  we  don't  come  cheap." 

He  got  that  right.  The  host  of  the 
event,  a  phenomenally  successful,  33- 
year-old  dealmaker  named  Ethan  Pen- 
nei',  has  had  a  very,  veiy  good  year.  A 
boyish  suj jei-salesman,  Penner  has  rapid- 
ly established  himself  as  the  biggest, 
most  aggressive  player  in  commercial 
real  estate  finance  by  lending  hundreds 
of  millions  of  dollars  to  developers  and 


then  packaging  and  selling  the  mort- 
gage loans.  He  is  by  fai'  the  most  profit- 
able employee  at  Nomui-a  Securities 
International  Inc.  (xsi),  the  U.  S.  subsid- 
iaiy  of  the  huge  Tokyo-based  broker- 
age. Nomura's  U.  S.  unit,  headed  by  co- 
chief  executive  Max  Chapman,  earned 
$140  million  in  the  year  ending  in 
March,  1994,  with  $75  million  of  that 
attributed  to  Penner's  commercial  real 
estate  unit,  say  sources  close  to  the 
firm.  Both  Chapman's  and  Penner's 
bonuses  are  tied  to  Penner's  profits, 
with  Penner  raking  in  about  $10  mil- 
lion last  year.  For  the  year  ending 
March,  1995,  Penner's  unit  will  likely 
post  a  profit  of  $150  million,  largely  off- 
setting $175  million  in  losses  by  the  rest 
of  Nomura  Securities,  say  these  sources. 
This  could  earn  him  a  bonus  of  as  much 
as  $15  million.  "Nomura  is  Ethan  Pen- 
ner," says  one  fomier  employee. 

Penner  is  a  throwback,  an  '80s-style 
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wheeler-dealer.  He  counts  as  one  of 
role  models  junk-bond  king]3in  Micl 
Milken,  who  staged  similar  investm 
extravaganzas.  Penner  has  an  act 
extracurricular  life:  He  hobnobs  v 
the  likes  of  Elton  .John,  lives  in  a  tre 
Manhattan  apartment  building,  and 
joys  the  high  life,  including  being  a 
ular  at  Bouley,  Zagat's  pick  for 
York's  best  restaurant.  "If  Et 
weren't  involved  in  the  secmities  b 
ness,  he  would  be  the  perfect  He 
wood  producer,"  says  Stephen  Willi£ 
a  fomaer  paitner  of  Penner's  who  h( 
his  own  hedge  fund.  "He  is  a  gi 
showTTian." 

Right  now,  Penner  is  selling  a  i 
million  issue  of  commercial  mortg, 
backed  securities,  a  complex  pro 
called  MegaDeal  III,  a  name  Non 
has  trademarked.  The  fii'st  two  M' 
Deals  raised  $1.1  bilhon  in  1994.  . 
their  record  is  pristine.  "To  my  kn' 
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e,  there  are  no  delinquencies  in  the 
t  two  MegaDeals,"  says  Ron  Wech- 
•,  an  executive  at  Fitch  Investors 
vice. 

fet  envious  competitors  portray  Pen- 
's real  estate  dealings  as  something 
,  high-wii*e  act.  They  regai'd  him  as  a 
ential  rogue  wunderkind,  such  as 
ler  Nicholas  Leeson,  whose  exploits 
srely  damaged  Bainngs  PLC.  Pennei''s 
rations  account  for  some  $3  biUion, 
ibout  10%,  of  Nomui-a's  $35  billion  in 
ilities.  Rivals  beheve  that  while  the 
lest-rated  portions  of  the  MegaDeals 
well,  Penner  has  been  forced  to  re- 
i  the  riskiest  portions,  the  so-called 
ieces,  which  rating  agencies  refuse  to 
3,  and  keep  them  on  Nomura's  bal- 
e  sheet  at  generous  prices.  Compet- 
s  further  claim  that  his  short-temi 
uisition  loans  to  developers  are  also 
y  risky. 

Jonsense,  says  Penner.  He  insists 
•nui'a  has  no  B-pieces  on  its  balance 
et:  'We  don't  have  a  big,  stale  inven- 
y."  And  when  Nomura  does  have 
le  inventory,  he  says,  "we  carry  them 
y  conservatively."  Penner  says  No- 
-a  currently  has  $400  million  in  ac- 
dtion  loans,  but  only  one  has  ever 
e  sour — a  Roanoke  (Va.)  shopping- 
;;er  mortgage.  "We  take  more  risk 
1  anybody  else  on  Wall  Street,"  says 
ner.  "We're  in  the  business  of  taking 
ient  risk  and  managing  that  risk." 
hael  Herman,  NSi's  chief  operating 
ler,  says  controls  are  strong,  the 
I's  risk  manager  reports  directly  to 
,  and  inventoiy  is  priced  daily  and 
iervatively.  "I  don't  want  Nick  Lee- 
to  happen  here,"  he  says. 
FLAG?  Penner's  career  was  touched 
ontrovei-sy  even  before  Nomiu-a.  The 
of  a  rabbi,  he  grew  up  in  Yonkers, 
'.  After  New  York  University  and 
!ral  stints  at  small  thiifts,  he  began 
Wall  Street  career  at  Drexel  Burn- 
Lambert  Inc.  in  1986  as  a  mort- 
i  trader.  In  1987,  he  jumped  to  Mor- 
Stanley  &  Co.  in  New  York,  later 
^  ling  mortgage  finance  in  the  fiiTn's 
Francisco  office.  He  ran  into  trouble 
the  fii'st  real  estate  customer  he 
ght  in,  a  joint  ventiu'e  between  Ex- 
ive  Life  and  a  fomier  Drexel  buddy, 
ard  Hollander,  known  as  Signature 
ip.  In  1990,  Morgan  made  what  was 
ntially  a  $50  million  secui-ed  loan  to 
ature  in  the  form  of  repurchase 
ements  using  commercial  mortgages, 
len.  Executive  Life  went  bankrupt, 
•h  caused  the  repos  to  be  frozen  in 
Jiaptcy  court.  That  forced  Morgan 
ley  into  a  proti'acted  legal  battle 
Signature  to  recover  the  $50  mil- 
^  Morgan  Stanley  blamed  Penner  for 
?ing  in  Signature,  being  sloppy  in 
aging  the  transaction,  and  not  pro- 
ng Morgan  Stanley's  interests.  Pen- 


CHAPMAN:  Co-CEO  of  Nomura  U.S.; 
his  bonus  is  tied  to  Penner's  profits 

ner  left  the  firm  acrimoniously.  Morgan 
Stanley,  which  will  be  made  whole  in  a 
recent  settlement  with  Signature,  de- 
clines comment.  Penner  says  other  Mor- 
gan Stanley  departments  share  respon- 
sibihty  for  the  soured  deal,  as  well  as 
"senior  people  who  tried  to  make  me  a 
scapegoat  to  preserve  their  jobs." 

Penner  next  started  his  own  small 
fuTO  in  San  Francisco.  In  1993,  Berman 
wooed  Penner  to  Nomura,  impressed 
by  his  vision  of  a  real  es-  ^^^"^""-^ 
tate  finance  powerhouse. 
Penner's  timing  was  per- 
fect: The  real  estate 
market  had  hit  bottom, 
and  lenders  were  few. 
Penner  began  cultivating 
a  group  of  high-powered 
clients  just  as  the  mar- 
ket rebounded. 

Penner  soon  made 
Nomura  Wall  Street's 
leader  in  commercial  real 
estate  lending,  with  $7 
billion  in  loans.  "We  fi- 
nance more  commercial 
real  estate  properties 
than  anyone  in  the  coun- 
tiy  and  have  for  the  past 
two  years,"  he  boasts. 
He  has  also  greatly  ex- 
panded the  market  for 
securitized  commercial 
real  estate.  Ti-aditionally, 
Wall  Street  fii-ms  would 
not  finance  commercial 
real  estate  projects  un- 
til the  loans  were  securi- 
tized and  salable,  a  pro- 
cess that  takes  months. 
Penner  changed  the 
game:  He  lent  Nomui-a's 
money  to  developers  up 
fi'ont,  then  took  the  risks 
of  holding  the  loans  until 
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they  could  be  securitized  and  resold. 
This  natm-ally  has  made  Penner  popular 
vrith  the  commercial  real  estate  bon-ow- 
ers  who  flock  to  his  parties,  because  it 
has  reduced  the  time  it  takes  to  get 
their  loan  from  months  to  weeks.  "No- 
mui-a  are  risk-takers,"  says  James  F. 
Titus,  a  dii-ector  of  Standard  &  Poor-'s 
Corp.  "They've  been  veiy  aggressive  in 
using  their  balance  sheet  to  provide 
large  sums  to  lots  of  players." 
"COMMITTEE  OF  ONE."  Penner's  profit- 
ability gives  him  huge  clout  within  No- 
mura. He  has  essentially  built  a  fii'm 
within  a  fii-m,  insulating  himself  ft-om 
the  company's  controls,  say  sources  close 
to  Nomura.  Despite  loiles  against  nepo- 
tism, Penner's  brother  Joseph  works  in 
Nomura's  Los  Angeles  office.  "There  is 
one  set  of  rules  for  the  fii'm  and  one 
set  of  rules  for  Ethan,  which  is  no 
rules,"  says  one  source.  Responds  Ber- 
man: "Ethan  doesn't  have  a  separate 
set  of  i-ules  he  can  operate  under" 

Still,  Pennei-  has  an  unusual  degi'ee  of 
autonomy.  Consider  Scott  A.  Wolstein, 
CEO  of  Developers  Diversified  Invest- 
ments, a  real  estate  investment  tmst.  In 
1993,  he  had  his  first  conversation  with 
Penner  about  a  loan.  That  same  day, 
Penner  took  a  plane  to  Wolstein's  More- 
land  Hills  (Ohio)  office  and  made  him  a 
$150  million  seciu'ed  loan  to  make  acqui- 
sitions. Of  that,  $12  million  was  ad- 
vanced  the  next  week  in 
an  unsecured  loan  to 
help  Wolstein  negotiate 
better  teims  on  a  separ- 
ate bank  financing. 
"Ethan  and  I  made  a 
deal  in  five  minutes,"  he 
says.  "It  shows  you  the 
advantage  of  Ethan  be- 
ing a  committee  of  one 
and  being  able  to  act." 

Last  December,  Pen- 
ner's unit  spent  $24.5 
milhon  to  buy  a  control- 
ling interest  in  Wmthi*op, 
a  Boston  real  estate 
partnei-ship  without  even 
telling  liis  Japanese  boss- 
es. And  he  did  it  even 
though  Apollo  Partners, 
a  buyout  finn,  was  seek- 
ing financing  from  No- 
mura to  buy  Winthrop. 

Penner  did  face  a 
liitch:  Winthrop  was  be- 
ing sued  by  its  limited 
partners.  But  Penner  be- 
lieved the  litigation 
would  be  settled  cheaply. 
He  miscalculated.  The 
plaintiffs  won  at  least 
$39  million.  "They  were 
in  big,  big-time  shock," 
says  Charlie  Parker,  the 
plaintiffs'  attorney.  No- 
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mui'a  law'yers  were  able  to  whittle  the 
award  down  to  $17  million.  But  when 
executives  in  Nomm-a's  Tokyo  headquar- 
ters learned  of  the  purchase,  they  were 
quite  uncomfortable  and  encoui-aged  him 
to  unload  it,  say  sources  close  to  the 
firm.  Nomui'a  is  now  tiying  to  sell  Win- 
throp.  A  possible  buyer:  Apollo. 
Berman's  comment:  "I  am  convinced, 
worst  case,  Winthro]j  won't  cost  us  any 
money." 


Penner  got  his  way  in  another  situa- 
tion. Nomura  undeiwote  MegaDeal  I  in 
Mai'ch,  1994.  But  in  a  msh  to  book  prof-, 
its  before  the  Mar.  31  yearend,  Penner's 
gi'oup  gave  preliminaiy  prospectuses  to 
clients  early.  That  violated  Securities  & 
Exchange  Commission  iiiles  and  allowed 
buyers  to  sue  to  obligate  the  firm  to 
buy  the  securities  back  at  the  purchase 
price.  To  create  resei-ves  to  pay  any  cli- 
ents who  exercised  that  right,  Nomura 


asked  Penner  to  set  aside  part  of  s 

$10  miUion  bonus.  But  when  Penner  i- 

timated  legal  action,  Nomura  paid  o. 

Penner  doesn't  deny  the  incident  l;t 

says  he  didn't  play  hardball. 

Despite  the  dispute,  Penner  says^ 

has  enough  money.  What  he  is  motivf 

ed  by,  he  says,  is  "building  a  legac/i 

can  be  proud  of."  But  what  that  leg.'jj- 

will  be  remains  an  open  question.  , 

By  Leah  Natfians  Spiw  in  Neiv  Yik 
 ^. 


DEALS 


TURNING  THE  TABLES 
ON  MESA 

David  Batchelder  may  pick  a  proxy  fight  with  Boone  Pickens 


Legendary  oilman  and  corporate  r-aid- 
er  T.  Boone  Pickens  Jr-.  is  facing  the 
fight  of  his  life.  Now,  though,  in  an 
odd  twist,  he's  the  target.  Pickens,  whose 
fortunes  have  been  ebbing  ever  since 
the  late  1980s,  may  soon  have  to  deal 
with  a  nasty  pr'oxy  fight  for-  contr'ol  of 
Mesa  Inc.,  his  flagsliip  oil-and-gas  compa- 
ny. He  could  end  up  with  a  str-ipped- 
down  company — or'  none  at  all. 

The  aggr'essor:  none  other  than 
David  H.  Batchelder-,  a  steely  take- 
over artist  who  masterminded 
Mesa's  widely  publicized  assault  on 
Phillips  Petr'oleum  Co.  and  others 
in  the  19y0s  befor-e  ciuitting  Mesa  in 
198(S.  Batchelder'  is  particular'ly  in- 
ter'ested  in  the  fate  of  Mesa's  j^rime 
holdings  in  the  Hugoton  g-as  fields  in 
Kansas,  Mesa's  chief  asset.  He  ap- 
pai'ently  thinks  he  can  br'eak  up  and 
sell  Me.sa — whose  stock  closed  on  Mar.  29 
at  6  a  slwe — and  get  10  or'  more.  "These 
ar'e  cleariy  the  tr'ophy  pr'operties  to  come 
on  the  mai-ket  in  the  last  10  year's,"  says 
Batchelder'.  His  client,  Montana  investor 
Dennis  R.  W;islungton,  accumulated  4.5% 
of  Mesa  stock  towar-d  the  end  of  last 
year  at  an  aver-age  j^rice  less  than  o'A 
and  filed  with  the  Secmities  &  Exchange 
Commission  for-  perrnission  to  acquii'e  as 
much  as  49%.  Batchelder-  also  moved  to 
nominate  thi-ee  dir-ectors,  including  him- 
self, to  Mesa's  seven-member-  boar'd.  The 
fii'eworks  could  start  shortly.  Batchelder- 
is  said  to  be  prepar-ing  pr'oxy  filings,  and 
a  showdown  could  come  as  eariy  as 
Mesa's  May  17  annual  meeting. 

The  66-year--old  Pickens  declined  to 
be  inter-viewed  for  this  article,  but  he 
told  BUSi.XESs  WEEK  in  a  brief  conversa- 
tion on  Mar.  27  that  he  was  not  con- 


cemed  about  a  possible  proxy  contest. 

Pickens,  though,  apparently  feels  that 
he  can  fend  off  a  pr-o.xy  battle  by  selling 
his  Hugoton  gas  fields  to  pay  off  $1.2 
billion  in  debt  that  he  incm-r-ed  in  the 
1980s  to  acquir-e  pr'operties  based  on  a 
then-rosy  gas-price  outlook.  Since  that 
time,  prices  have  tumbled,  along  with 
Pickens'  net  wor'th  and  Mesa's  stock. 


PAST  PALS: 
1980s  LBO  PRO 
PICKENS  (LEFT) 
NEEDS  CASH  FAST 
TO  WARD  OFF 
EX-ASSOCIATE 
BATCHELDER 


Mesa  stock  has  fal- 
len fr'om  a  high  of 
9VA  in  1986  to  3X 
last  year'.  Pickens  is 
betting  that  a  ma- 
jor oil  company  will 
solve  his  problem 
by  pacing  $1.2  billion  for  the  Hugoton 
properties.  One  major  outfit  is  said  to 
have  offer'ed  mor-e  than  $900  million,  but 
Pickens'  friends  say  he  won't  entertain 
any  bids  that  don't  allow  him  to  clean  up 
his  balance  sheet.  If  he  succeeds,  how- 
ever. Mesa,  wliich  has  been  losing  money 
and  r-eserves  for  years,  could  emer-ge 
smaller-  but  healthier- — and  inde]3endent. 

But  the  betting  in  the  oil  fields  is  that 
he  won't  get  his  price.  Indeed,  most 
would-be  buyer-s  value  Mesa's  Hugoton 
reser'ves  and  other  assets  at  about  $960 
iTuUion,  not  $1.2  billion.  Such  a  sale  would 


still  leave  Mesa  saddled  with  neariy  $'KJ 
million  in  debt  but  without  the  fiefc 
that  now  contribute  two-tWr'ds  of  js- 
duction.  Mobil  Corp.  Chief  Executive  )f- 
ficer'  Lucio  A.  Noto  has  expressed  inf- 
est "at  the  right  price."  But  othdE, 
including  Phillips  Chair'man  W.  Wajt 
Allen,  have  decided  not  to  bid.  Eve'il 
Pickens  doesn't  get  his  price.  Mesa  wi'i 
face  bankruptcy.  In  1993,  Mesa  postpoac 
that  possibility  by  deferiing  r'epa>irK 
on  about  hah"  of  the  $1.2  billion  debt  b- 
til  1998. 

Pickerrs'  sur-vival  and  Batchelder's 
cess  both  depend  to  one  degree  or- 
other  on  a  fair-ly  optimistic  view  of  I 
prices,  one  that  is  not  univer-sally  shal 
Says  Apache  Corp.  ceo  Raymond  Pll 
"Batchelder-  has  to  be  betting  gas  pr| 
will  impr-ove — and  everyone  who  hasl 
lieved  that  over-  the  past  five  years  | 
had  the  jjrivilege  of  losing  money." 
NOTHING  TO  LOSE.  Batchelder  is  in  al 
cidedly  better-  position  than  Picker] 
and  he  seems  to  think  he  can  winj 
without  sharply  higher  prices.  His  sf 
egy  is  appar-ently  two-pronged:  One  | 
sibility  is  that  Pickens  could  fail  to| 
his  price  for-  the  field  and  refus 
sell — so  then  Batchelder  wL 
seize  control,  shop  the  field  agg 
sively,  r-educe  debt  service,  anc 
overiiead,  including  Mesa's  jetl 
the  other-  hand,  if  Pickens'  sale  [ 
ceeds,  Batchelder  appar-ently  tli 
he  can  profit  by  pressuring  l{^ 
ens  to  do  ever-ything  he  wouli| 
anyway.  At  worst,  analysts  ti 
he  could  back  out  without  tap 
losses.  Batchelder-  declined  to 
ment  publicly  on  his  plans.  |; 

Wliatever  the  case,  the  looming  bit; 
is  attr-acting  many  stock  speculator-sfe- 
vestors,  including  Pickens  himself,  Ha 
in  r-ecent  months  boosted  the  Mesa 
price  by  50%,  to  6,  in  heavy  traJ 
Michael  R.  Spohn,  r-esearch  directci 
J.  S.  Her-old  Inc.,  thinks  Batchelf 
strategy  could  work.  But  he  adds:! 
have  no  inter-est  [in  Mesa]  if  ther-e  fSf 
no  r-aider's." 

By  Peter  Burrows  in  Dallas  m 
Phillip  L.  Zweig  in  New  York, 
Christina  Del  Valle  in  Washingtonl 
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WHEN      WE      CREATE  A 
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EVERY  COMPANY  HAS  ITS  OWN  UNIQUE  CULTURE. 

Tke  most  successful  401(1?)  plan  is  one  created  \>y  people  wlio  understan  A  tkat.  So  at  Putn  am, 
we  work  kard  to  learn  tke  individual  needs  of  every  client.  And  we  take  pride  in  kaving  tke  knowledge 
and  sensitivity  to  provide  a  plan  tkat  fits  tkeni.  We  kelieve  a  401(k)  plan  is  a  matter  or  empa  tkv, 
not  just  economics.  And  witk  more  and  more  major  companies  using  Putnam  as  tkeir  4.01(k)  prc)vider, 
apparently  it  s  an  approack  tkat  gets  our  foot  in  a  lot  of  doors. 
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BOSTON- LONDON-TOKYO 

A     TIME-HONOR 'eD     TRADITION     IN     MONEY  MANAGEMENT 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 


HOW  TO  STRIKE  OIL 
-IN  ARCENTINA 

Has  the  market  peaked?  Investment 
manager  Tony  Hitschler  thinks  it 
might  still  have  a  way  to  go,  but  the 
risks  are  mounting.  So  he  has  been 
scouting  out  sectors  left  behind  in  the 
market  run-up — oil  companies,  for  in- 
stance. But  forget  about  the  usual  oil 
plays,  he  says.  Topping  Hitschler's  list 
is  a  foreign  stock:  ypf.  The  company  is 
Argentina's  No.  1  industrial  concern 
and  the  world's  llth-largest  pubUcly 
traded  oil  company.  Its  American  de- 

A  LATIN  BARGAIN 


EARNINGS 
PER  SHARE 

1996  Est. 

«1.98 

1995  Est, 

n.9i 

1994 

»1.50 

1993 

«2.00 

1992 

73« 

(  OCT.  3,  '94  MAR.  28,  '95 

A  DOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  BRANDYWINE 
ASSET  MANAGEMENT 

positary  receipts  (adrs)  trade  on  the 
Big  Board. 

With  Mexico  and  other  Latin  Amer- 
ican markets  in  a  funk,  ypf  has  be- 
come a  bargain,  says  Hitschler,  presi- 
dent and  chief  investment  officer  of 
Brandywine  Asset  Management,  which 
controls  assets  of  $3  billion. 

An  integi'ated  oil-and-gas  producer, 
YPF  is  the  most  undei-valued  of  the 
international  oil  companies,  he  asserts. 
And  ypf's  already  attractive  fundamen- 
tals will  be  enhanced,  Hitschler  be- 
lieves, by  its  acquisition  of  Dallas'  Max- 
us  Energy,  which  was  announced  on 
Mai-.  1. 

Most  analysts  had  expressed  con- 
cern about  the  deal.  But  Hitschler  ar- 
gues that  owning  Maxus  will  bolster 
ypf's  cash  flow  and  earnings  in  the 
long  term.  He  explains  that  ypf  has 
the  money  needed  to  develop  Maxus' 
assets,  including  extensive  reserves  of 
oil  and  gas  in  Indonesia.  Before  the 
ypf  deal  was  announced,  Amoco  had 
offered  to  buy  these  Maxus  reserves 
for  $585  milhon. 

YPF  shai-es,  which  closed  at  18  on 
Mar.  28,  traded  as  high  as  30  in  early 


1994.  Hitschler  hkes  ypf's  depressed 
price-earnings  ratio  of  9.5 — based  on 
estimated  net  earnings  of  $1.90  a, 
share — compared  with  ratios  of  15  to 
18  for  the  U.  S.  oil  biggies.  Even  at 
those  levels,  he  notes,  multiples  of  the 
U.  S.  stocks  are  being  hurt  by  weak- 
ened earnings.  But  in  the  case  of  ypf, 
he  says,  the  p-e  is  hampered  by  the 
depressed  stock  and  not  by  the  earn- 
ings, which  have  been  on  the  rebound. 
He  thinks  ypf  could  hit  30  in  12  to  18 
months. 

Analyst  Mary  Quinn  of  S.  G.  War- 
burg is  also  high  on  ypf.  "Despite  con- 
tinued uncertainty  [in  Latin  America], 
ypf  is  cheap  relative  to  its  U.  S.  coun- 
terparts on  an  asset-value  basis,"  she 
says.  And  in  spite  of  possible  "dilutive 
effects  and  strategic  decisions  involved 
in  the  Maxus  transaction,  investors 
with  strong  stomachs  and  a  relatively 
long-term  view  should  be  rewarded 
with  substantial  capital  appreciation." 

THE  BRITISH  IN 
BED  WITH  HILTON? 

The  Street's  takeover  target  du  jour 
is  Hilton  Hotels  (hlt),  which  has 
climbed  to  the  top  of  the  rumor  chart. 
Since  early  March,  buyout  buzz  has 
propelled  it  from  the  low  60s  to  the 
mid-70s.  The  price  spiked  to  more  than 
77  on  Mar.  27  but  eased  to  WA  on  Mar. 
28.  What's  really  going  on?  A  deal  may 
be  in  the  offing,  or  so  say  money  man- 
agers who  have  been  buying — and  who 
have  connections  with  pros  in  Las  Ve- 
gas, where  Hilton  Hotels  owns  five  ca- 
sino-hotels. 

They  are  convinced  that  a  British 
outfit  is  about  to  make  a  bid  of  $90  to 
$100  a  share.  Eai'lier  suggestions  were 
that  management  might  spUt  up  the 
hotel  and  casino  operations — and  sell 
off  pieces — or  merge  Hilton  with  a 
large  entertainment  company.  But  now, 
the  British  concern,  which  has  huge 
entertainment,  gambling,  and  hotel 
interests,  is  said  to  be  talking  serious- 
ly about  a  deal. 

Speculation  began  in  earnest  in  No- 
vember, after  Hilton  said  it  was  consid- 
ering moves  to  enhance  shareholder 
value,  including  the  sale  of  the  com- 
pany. The  stock,  which  traded  in  No- 
vember at  57  a  share,  zoomed  in  just 
one  day  to  68/<;. 

One  pro  beUeves  Chainnan  and  ceo 
Ban-on  Hilton  is  holding  out  for  more 
money.  "Pi-ice  is  what  has  been  hamper- 
ing a  deal.  Barron  refuses  to  consider 


anything  less  than  $100,"  says  this  mai 
ager.  Barron  Hilton  controls  24%  ~ 
Hilton's  stock.  Hilton  declined  commed 

'WITH  BEST  WISHEi 
FOR  A  JUICY  DEAL' 

Although  Healthy  Planet  Producl 
(hppi)  is  but  a  tiny  speck  in  tl 
thriving  greeting-card  business,  it  hf 
attracted  several  investors  who  hai 
accumulated  huge  blocks  of  share 
They  include  the  Bluhdorn  famil 
which  controls  24%  of  the  stock, 
the  estate  of  Ludwig  Jesselson,  w| 
was  the  founder  of  Philips  Brothe 
and  then  became  chairman  of  its  st 
cessor  company,  Phibro-Salomon.  Tl 
estate  holds  a  22%  stake.  A  lawyer 
sociated  vrith  Roy  Disney's  investmel 
firm.  Shamrock  Holdings,  has  a  stake  f 
nearly  5%.  \. 

Healthy  Planet  designs  and  makg 
cause-related  cards  and  stationery, 
well  as  environmentally  friendly  gi:| 
under  hcense  from  such  organization 
as  the  Sierra  Club,  the  Wilderness  Sfi 
ciety,  and  the  Humane  Society. 

But  takeover  interest  may  disii;| 
the  corporate  peace.  A  large  retailer| 
believed  to  be  seeking  to  buy  the  co| 
pany.  One  investor  says  the  would-] 
buyer  has  sought  the  help  of  some  )| 
Healthy  Planet 

shareholders  to  GREETINGS  FROli 
persuade  manage-  A  WOULD-BE  BUY| 

ment  to  agree. 
He  says  that  the 
stock,  trading  at 
8,  is  worth  15. 

"The  company 
has  a  clean  bal- 
ance sheet,  with 
little  debt,  and 
has  about  $3  mil- 
lion in  cash  and 
$7.5  million  in 
tax-loss  cariyfor- 
wards,"  notes  a 
major  investor. 
With  the  recent 

strong  pickup  in  earnings,  "the  C(j 
pany  has  become  an  attractive  ta[ 
over  play,"  he  says. 

The  company's  valuation  has  b 
bolstered  by  recent  results:  Heal] 
Planet  reported  1994  earnings  of  il 
million,  or  56(2  a  share,  more  than  t\| 
the  1993  earnings  of  $463,832,  or 
He  figui-es  1995  earnings  wall  leaj 
700.  Bruce  Wilson,  president,  say 
would  accept  an  offer  if  it  would  ]| 
maximize  shareholder  value. 
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s  V  rn  BIOS 


MBIOSIS  IS  DEFINEDas 

o  organisms  living  together  in  a 
itually  beneficial  relationship, 
cause  the  tenn  describes  so  well 
;  way  our  company  works  with 
lers,  we  made  it  the  foundation 
aur  name.  Part  of  the  Hyiincbi 
\  lily  now,  Symbios  Logic  is  the 
mer  NCR  Microelectronic 


Products  Division  of  Al'&  r  Global 
Information  Solutions  Company. 
We  design  soiutioiis  for  n'ioving  and 
storing  data..  Wliich  means  our. 
ideas  have  to  work  wit  h  someone 
else's  ideas.  Our  products  have  to 
function  alongside,  or  as  an  integral 
part  of  another  company  's  products. 
We  tliink  the  people  w  ho  create 


the  products  have  to  work  the 
same  wa)'.  Together.  If  you'd  like  to 
know  more  about  a  company  with 
that  kind  of  niind-sei,  call  us 
at  1-800-334-545  1,  and  we'll  talk. 
Our  name  is  new.  But  it  reflects  a 
long-held  philosophy. 
It  's  who  we  are. 

IT'S  HOW  WE  think: 


Information  Processing 


SOFTWARE 


BILL  GATES, 
UNGENSORED 

Microsoft's  CEO  vents  his  ire  at  rivals  and  the  media 


The  success  that  made  Microsoft  Corp. 
the  most  powerful  player  in  the  cow,- 
puter  industry  and  Chairman  William 
H.  Gates  III  the  richest  man  in  Amer- 
ica has  always  put  the  company 
and  the  man  at  the  center  of  contro- 
versy. Federal  investigators  spent  four 
years  trying  to  nail  down  allegations 
that  the  $.5  billion  software  giant  com- 
petes unfairly,  but  stopped  short  of 
bringing  charges.  It  looked  like  the  is- 
sue ivas  laid  to  rest  when  Microsoft 
agreed  to  a  Justice  Dept.  consent  decree 
last  summer.  But  Stanley  Sporkin,  the 
federal  judge  reviewing  the  agreement, 
has  questioned  whether  the  Justice 
Dept.  pursued  every  avenue  in  its 
probe — leading  to  a  yiew  round  of  suits 
and  the  revival  of  allegations 
about  Microsoft's  aggressive 
tactics. 

In  an  exclusive  interview 
with  BUSINESS  WEEK  San  Fran- 
cisco correspondent  Richard 
Brandt,  an  exasperated  Bill 
Gates  offers  his  side  of  the 
story — and  vents  at  the  press, 
competitors,  and  his  other 
tormentors. 


and  that  is  being  completely  ig-nored. 

Q:  What  about  the  criticism  from  with- 
in the  industry? 

A:  Thei'e  are  a  few  competitors  who 
will  speak  up  anytime  they  can  get 
a  pulpit.  That's  not  surprising.  I'm  not 
aware  of  any  criticism  of  any  kind  fi'om 
95%  of  the  software  comj^anies. 

Q:  Which  competitors  do  you  lump  in 
the  vocal  5%? 

A:  Lotus,  Novell,  Sun,  Apple — If  you 
ask  those  companies,  they'd  each  prob- 
ably say  we're  their  No.  1  competitor. 

And  people  who  fought  Windows, 
who  fought  the  Macintosh,  they're  the 
ones  who  ai'e  getting  the  puJpit  to  speak 


out.  Take  Sun  Microsystems.  Sun  i 
funding  Gaiy  L.  Reback  [Sun  declines  ) 
comment  on  its  relationship  with  th 
Silicon  Valley  lawyer  who  filed  bri(j 
with  Sporkin  on  behalf  of  several  co- 
panies]  and  saying  they're  concernl 
about  retaliation?  Help  me  with  tq 
one.  No  reporter  seems  to  get  it.  It's* 
joke.  Sun's  prices  are  being  brougt 
down  because  the  PC  industry  is  o 
much  more  competitive  than  the  indt- 
tiy  they're  in. 


Q:  One  of  tlw  recmring  charges  by  co> 
petitors — and  central  to  your  currii 
legal  battle  unth  Apple  Computer  Iw\ 
is  that  you  have  ivithheld  adva 
copies  (so-called  beta  releases)  of 
operating  systems  to  stymie  comp 
tion.  Do  you  have  an  obligation  to  t 
everyone  the  same? 
A:  When  a  company's  doing  a  new,  i- 
novative  product,  there's  no  obligati|j, 
for  it  to  share  that  with  competitc! 
That's  been  firmly  established,  whet'! 
it  was  Kodak  doing  new  film  or  IBM  y 
ing  new  computers.  There's  no  obli|- 
tion  for  us  to  give  anything  to  comp'jfe; 
tors  before  we  give  it  to  customers.;* 
If  you're  sharing  that  stuff  too  frei. 
you  have  to  wonder  what  kindifi 
collusion  is  going  on.  Competit"* 


Q:  Do  you  think  Microsoft  is  be- 
ing treated  unfairly? 
A;  When  I  come  in  to  do  my  job, 
it's  about:  How  can  we  make 
Microsoft  Office  better?  How  can 
we  make  XT  better?  Is  it 
moving  forward,  are  costs 
coming  down?  Are  consumers 
getting  benefits  from  it?  Take 
Microsoft  jjrices:  They  keep  com- 
ing down.  You  don't  read  an> 
of  that. 

We  have  been  very  successful 
in  business.  You  wouldn't  know 
that  from  reading  the  articles 
about  us.  I  guess  v/e'll  get  some 
good  pi'ess  when  we're  not  doing 
well  as  a  business,  when  our 
products  are  not  popular.  It  seems 
strange  to  me  that  we  help  our 
customers,  that  we  are  willing  to 
take  risks  on  long-term  visions, 


t4Have  we  been 
great  about  how 
we've  treated 
the  industry, 
even  these 
competitors?  The 
answer  is  yes 
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stop  investaphobia. 


Investaphobi  a . 

The  fear  of  choosing  the 
wrong  fund,  of  losing  money. 
How  to  conquer  it? 

Firit,  choose  an  amount  of 
money  to  invest  that  doesn't 
make  you  nervous.  Start  small. 
Invest  monthly.  (At  Janus,  you 
can  open  an  account  for  as  lit- 
tle as  $50  a  month . ) 

Second,  ignore  the  "Hot  Lists" 
of  this  month's  winners.  Mutual 
funds  are  long-term  investments. 
Over  the  last  5- and  10-year 
^.periods,  you'll  see  that 

almost  all  of  them  have 
made  money. 

(Janus  Fund  has 
produced  posi - 
five  total 
returns  for 


its 

i  nvestors 
20  of  the 
last  24  years. ) 


Call  1-800-525-8983  ext.  616 


for  information.  (It's  nothing 
to  be  afraid  of.  Just  simplified 
fund  descriptions,  an  application, 
and  a  prospectus.) 

Investing  shouldn't  be  scary. 
At  Janus,  it  isn't. 

Call  for  a  prospectus  containing  more 
complete  information,  including  expenses. 
Please  read  it  carefully  before  you  invest 
or  send  money. 

A  plan  of  regular  investing  does  not 
assure  a  profit  or  protect  against  depre- 
ciation in  a  declining  market.  Past  perfor- 
mance does  not  guarantee  future  results. 
Funds  distributed  by  Janus  Distributors, 
Inc.  Member  NASD. 


^    Start.  To  think  big.   

iil  this.  Get  the  information,   prospectus  and  application  you  need  to  get  started. 


3me 


jdress 


State 


Zip 


nus  Funds.  P.O.  Box  173375,  Denver.  CO  80217-3375 
'  616 


JANUS 
- ' FUNDS 

[  $17  billion  in  assets  ] 


are  not  encouraged  to  share  things. 
They  are  encouraged  to  compete. 

Q:  What  about  charges  that  you  retali- 
ate against  companies  that  act  agaiitst 
you?  Apple  says  you  withheld  betas  it 
needs  to  make  the  Macintosh  more  com- 
patible with  Windows. 
A:  There's  an  interesting  asymmetry 
here.  When  Apple  said  it  wanted  to  li- 
cense Windows  to  make  it  part  of  the 
Macintosh,  we  said  why  don't  you  li- 
cense Macintosh  as  an  optional  thing  to 
ran  on  Windows?  For  proprietaiy  rea- 
sons, they  won't  give  oui'  customer's  that 
choice.  So  there's  an  asymmetry  there. 

We've  made  Windows  95  bi'oadly  avail- 
able. We've  provided  the  betas  that  peo- 
ple wanted  with  the  exception  of  a  few 
0|3ei-ating-systems  competitor's.  Ask  Lotus 
how  many  betas  they've  had.  We  sent 
them  856  beta  pr'oducts 
dming  calendar-  '94.  Even 
Apple  [an  oper'ating-sys- 
tems  rival]. 

Apple  sued  us  to  shut 
down  Windows  [claiming 
Windows  violates  Apple 
copyrights].  It  would 
have  basically  destr'oyed 
our  company.  And  yet, 
despite  their  [action] 
against  us,  we  ar-e  their- 
most  serious  developer. 

If  your  question  is, 
does  Microsoft  know  how  to  tui-n  the  oth- 
er cheek  when  we  get  slapped,  the  an- 
swer- is  yeah,  jast  look  at  the  ti-ack  r^cor-d. 
And  look  at  tcxlay.  Ai^k  anybody  who  says 
the  various  unfounded  thing's  they've  been 
saying.  Ar-e  they  getting  Windows  95  be- 
tas? Have  we  been  great  about  how 
we've  tr-eated  the  industr-y,  even  these 
competitor-s?  The  answer-'s  yes. 

Q:  Windows,  wliich  now  ships  with 
85%  of  all  persoval  computers  sold, 
gives  you  incredible  leverage  .... 
A:  Ar'e  you  saying  we  could  never  fail? 

Q:  No,  but  given  the  momentum  you've 
got,  software  makers  are  assuming  that 
Windows  95  compatibility  will  be  es- 
sential to  their  smvivcd. 
A:  You  take  a  ver-y  simplistic  view  of 
this  industry  to  say  that.  I'm  sony,  it's 
just  wi'ong. 

Q:  So  there's  no  guarantee  that  Wiri- 
dows  will  always  be  the  software  that 
othe-rs  must  be  compatible  with? 
A:  It  won't  be.  We  take  risks  when  we 
do  new  versions.  We  come  up  with  new 
ideas  and  they  may  or  may  not  be  suc- 
cessful. Seriously,  this  is  one  of  those 
jokes,  right?  You're  saying  that  if  we 


never  updated  Windows  that  it  would 
still  be  successful? 

Q:  No. 

A:  No,  I  tlrink  that's  what  you  just  said. 
Anyway,  there  are  plenty  of  people  do- 
ing Windows-compatible  things.  You 
know  that.  Windows  compatibility  isn't 
just  available  her-e. 

Q:  Still,  doesn't  your  strong  position  in 
operating  systems  give  you  a  huge  ad- 
vantage in  entering  new  markets— for 
example,  online  services?  With  Wi7i- 
dows  95,  millions  of  PC  owners  will  be 
able  to  connect  to  your  new  Microsoft 
Network  simply  by  clicking  an  icon. 
A:  That's  almost  like  business  week 
coming  out  with  a  new  magazine! 
[Laughs.]  No,  really,  this  has  got  to 
be  investigated.  I  think  these  media 


took  risks  and  did  well,  we'r-e  entitled! 
the  success  that  comes  out  of  that. 

Q:  Reback,  the  lawyer  representi 
some  of  your  competitors,  claims  t\ 
because  you  agreed  to  stop  certain  p^\ 
tices  i7i  the  consent  decree,  you  are 
plicitly  admitting  to  illegal  practicel 
A:  The  fir'st  thing  to  know  about  a  a 
sent  decr-ee  is  that  it  involves  absolii 
ly  no  admission  of  anything  in  any  vJ 
So  your  question  is,  did  we  do  soiT 
thing  wi'ong?  Absolutely  not.  Have  | 
at  any  time  thought  that  we  did 
thing  wi-ong?  Absolutely  not. 

Q:  What  do  you  think  of  the  job  d\ 
by  investigators  from  the  Federal  TVj 
Commissioyi  and  the  Justice  Dept.?\ 
A:  A  lot  of  gover-nment  resources  v\ 
put  in,  a  lot  of  paper  was  r-evieweJ 


4  ^Microsoft  does  get  an  advantage 
because  of  the  risks  we  took  in 
developing  Windows.  Just  like  any 
company  that  took  risks  and  did 
well,  we're  entitled  to  the  success 
that  comes  out  of  that'  !^ 


companies    get    some  advantage. 

We  are  a  software  company.  Our  job 
is  to  try  to  use  whatever  efficiencies 
we  can  to  create  new  products  that  ar-e 
attractive  to  consumers.  Ther-e's  a  lot 
of  integr-ation  in  tlie  worid  of  technology 
that  is  done  on  behalf  of  the  consumer 

Q:  hi  the  process  of  adding  these  new 
features,  though,  you  sometimes  wind 
up  gitmig  away  in  the  operating  system 
things  that  rivals  have  to  charge  for. 
That's  (me  reasoyi  critics  say  Microsoft 
shoidd  erect  a  "Chinese  Wall"  between 
its  applications  and  systems  businesses. 
A:  We  ship  a  product  called  Windows 
that  gets  richer  and  richer.  It  has  al- 
ways included  application  content.  The 
Windows  product  is  not  just  an  operat- 
ing system.  Nor  is  there  any  fixed 
boundary.  Is  the  gr-aphics  interface  part 
of  an  oper-ating  system?  Is  integr-ated 
communications  and  E-mail  part  of  an 
operating  system?  More  and  mor-e,  it 
is.  The  operating  system  keeps  improv- 
ing in  order-  to  keep  tliis  field  gr-owing.  I 
don't  even  know  what  distinction  you'r-e 
trying  to  dr-aw  ther-e. 

Microsoft  does  get  an  advantage  be- 
cause of  the  risks  we  took  in  developing 
Windows.  Just  like  any  company  that 


lot  of  time  was  spent.  It  was  certs 
thorough.  It's  quite  novel  that 
groups  spent  resour-ces  investigal 
this.  I'm  not  awar-e  of  another  casef 
that.  But  they  did  their  job.  They 
the  time  to  lear-n  what  was  what.  El 
cr-azy  thing  that  anybody  said  abovj 
was  thor-oughly  looked  into. 

Q:  Now  Judge  Sporkin  seems  to\ 
that  not  everything  was  looked  into\ 
more  needs  to  be  explored. 
A:  I  don't  under-stand.  Sporkin  del 
have  that  much  data.  There's  not| 
that  wasn't  explored. 

Q:  What  happens  next? 
A:  This  [consent  decree]  will  gel 
ter-ed  or  it  won't  get  enter-ed.  But  nl 
while,  we'r-e  doing  exciting  stuffJ 
war-d-looking  stuff.  Other  companiel 
as  well.  You  really  have  to  ask  youl 
why  has  this  industry  been  so  succJ 
in  the  U.  S.?  Is  this  an  industry  v| 
it's  time  to  start  getting  the  regull 
more  involved?  Is  this  market! 
wor-king?  Is  it  moving  for-war-d,  arej 
coming  down?  Ar-e  consumers 
benefits  fi'om  it?  That's  what  shoul 
ally  be  getting  the  visibility.  Bej 
this  mar-ketplace  is  moving  ahead. 
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It's  the  largest  race  of  its  kind— the  Chemical  Bank  Corporate 
Challenge®.  Now  in  its  nineteenth  year,  this  3.5  mile  race  annual- 
ly draws  over  123,000  runners  from  nearly 
),000  companies  in  cities  around  the  world. 

The  Corporate  Challenge  is  open  to 
;mployees  of  corporations,  businesses 
ind  financial  institutions.  Teams  can  race 


in  the  men's,  women's  and/or  coed  divisions. 

Many  are  called.  Many  sign  up.  ,^11  have  fun.  The  Corporate 


SE 


CHEMICAL  BANK 
CORPORATE 
CHALLENGE 
19  9  5 


Challenge.  For  entry  information, 
write  or  fax;  Event  Marketing, 
Chemical  Bank,  140  East  45th  Street, 
16th  Floor,  New  York,  NY  10017. 
Fax:  (212)  557-3799. 


SCHEDULE    OF  EVENTS 


May  11 
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YOU'VE  GOT  THE  DIPLOMA 
NOW,  ABOUT  THAT  LOAN... 


For  Mark  Lubelsky  of 
Bethpage,  N.Y.,  land- 
ing a  job  after  gi-aduat- 
ing  from  law  school  in  1992 
was  tough.  But  a  year  and  a 
half  ago,  he  started  working 
for  a  small  Long  Island  law 
firm,  and  now  the  27-yeai'-old 
enjoys  his  days  in  court  de- 
veloping a  speciality  in  work- 
ers' rights. 

As  satisfied  as  he  is  with 
his  career  track,  Lubelsky  is 
in  a  bind.  He  bon-owed  more 
than  $80,000  to  attend  Bos- 
ton University  School  of  Law 
and  can't  afford  to  pay  his 
loans  on  his  $35,000-a-year 
salary.  If  he  made  the  stan- 
dai'd  i)a.\Tnents,  he  would  owe 
$1,100  a  month — more  than 
half  his  take-home  wages.  In- 
stead, he's  barely  getting  by, 
sending  $500  a  month  to  a 


private  lender  and  delaying 
repayment  of  his  federal 
loans  for  the  additional  year 
he's  permitted.  Meanwhile, 
interest  is  compounding,  and 
his  indebtedness  has  gi-own 
into  six  figiu-es.  "In  hindsight, 
it  was  a  big  mistake  to  bor- 
row that  much,"  he  says. 

Managing  student  loans  has 
become  a  fi- 
nancial plan- 
ning juizzle — 
not  just  for  heavily  indebted 
recent  gi-aduates  like  Lubel- 
sky but  also  for  borrowers 
fuilher  along  in  their  cai'eers. 
The  problem  is  intensifying 
because  as  tuition  costs  rise, 
students  ai-e  taking  on  more 
debt.  In  1992,  the  federal  gov- 
ernment increased  loan  limits 
and  made  unsubsidized  feder- 
al loans  more  widely  available. 


EDUCATION 


Strategies  for  Paying  Back 
Student  Loans 

LOWER  PAYMENTS  FOR  THE  FIRST  FEW  YEARS 

Sallie  Mae  lets  you  send  in  interest  only  in  the  first  two 
to  four  years  and  still  pay  off  your  loan  wittiin  the  stan- 
dard 10  years.  With  the  Education  Dept.'s  graduated 
repayment,  your  monthly  nut  increases  every  two  years 
over  12  to  30  years. 

EXTEND  THE  REPAYMENT  PERIOD  This  can  substan- 
tially reduce  your  payments  but  will  increase  the 
amount  of  interest  you'll  ultimately  fork  over. 

PAY  A  PERCENTAGE  OF  YOUR  INCOME  Sallie  Mae's 
new  income-sensitive  repayment  account  allows  bor- 
rowers to  pay  as  little  as  4%  of  their  income  as  long  as 
that  covers  the  interest  each  month. 

BE  A  PUNCTUAL  PAYER  Make  your  first  48  payments 
on  time  and  Sallie  Mae  reduces  the  interest  rate  2  per- 
centage points.  If  you  authorize  electronic  transfers, 
you  get  an  additional  quarter-point  rate  decrease. 

REFINANCE  WITH  A  HOME-EQUITY  LOAN  Interest  on 
most  student  loans  receives  no  tax  preference.  But 
home  equity  debt  interest  can  usually  be  deducted. 

DATA.  BUSINESS  WEEK 


Thus,  fi-om  1993  to  1994, 
boiTowing  in  the  federal 
progi-am  jumped  42%,  to 
$21.1  billion,  says  the  Col- 
lege Board,  a  non-profit 
educational  association. 
There  has  also  been  plenty 
of  business  for  private  lend- 
ers, 

such  as  Knight  College  Re- 
soui'ce 

Group.  It 
saw  a  45% 
increase  in  the  number  of  its 
AchieverLoans  in  1994  and 
predicts  the  number  of  stu- 
dents tiuTiing  to  private  lend- 
ers wiW  increase  20%  a  year 
over  the   ne.xt  four.  That 
means  more  students 
with  more  debt  than 
they  can  handle,  says 
Kalman  Chany,  author  of 
The  Princeton  Revien- 
Student  Access  Guide  to 
Paying  far  College  (Ran-  1 
dom  House,  $16). 

There  is  a  sil- 
ver lining: 
First 

the  federal  government  and 
now  some  private  lenders  are 
making  it  easier  to  work  out 
more  favorable  repayment 
tenns.  Last  year,  the  Educa- 
tion Dept.  created  the  Feder- 
al Direct  Consolidation  Loan 
Program  (800  455-5889)  that 
allows  borrowers  to  combine 
loans  from  various  sources 
and  choose  fi'om  a  wide  aiTay 
of  payback  options,  including 
a  plan  based  on  your  income 
with  terms  as  long  as  25 
years. 

Of  course,  it's  best — if  at 
all  possible — to  stick  to  the 
standard  schedule  when  youi' 
pay-up  time  amves.  Budget 
carefully,  maintain  a  frugal 
lifestyle,  and  as  you  climb  the 
career  ladder,  student  debt 
will  become  little  more  than 
an  administrative  headache, 
says    Mickey    Levitan  of 


Washington,  D.  C,  who 
patched  $25,000  in  busi 
school  loans  in  eight 
while  working  at  the 
The  Children  Federation 
THREE  CARROTS.  As  an  ii 
five  to  stay  on  track,  Stu 
Loan  Marketing-  Assn. 
federally  chartered  corf 
tion  known  as  SalKe  Mae 
administers  about  a  thii 
all  guaranteed  student 
has  created  a  rewards 
gi-am.  Make  your  fii'st  48 
ments  on  time,  and  Sallie 
(800  524-9100)  reduces 
interest  chai-ge  by  2  per 
age  jjoints.  By  paying  the 
24  installments  on  the 
interest,  government-bs 
Stafford  loans,  you  ge' 
origination  fee  of  at  least 
credited  to  youi-  accoimt. 
if  you  use  automatic  ele( 
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ic  transfers 
•om  your  bank, 
youi'  rate  goes  down 
rter-point.  These  add  up 
1  $852  savings  on  a 
)0  loan  over  10  years, 
cans  are  such  a  burden 
fou  are  racking  up  ex- 
ve  credit-card  debt  or 
;  to  participate  in  yom- 
my's  401(k)  plan,  you 
i  negotiate  for  lower 
jnts — even  though  that 
dd  to  the  interest  that 
!S  over  the  loan  life,  ad- 
Ross  Levin,  president 
•credited  Investors,  a 
apolis  financial  planning 
rhe  least  expensive  way 
rer  the  monthly  allot- 
is  to  make  graduated 
mts.  Sallie  Mae's  Select 
option  requires  you  to 
ff  the  loan  in  10  years 
:s  you  pay  interest  only 
'  first  two  to  foui'  years. 
Ian  makes  sense  if  your 


loans  total  between 
.$4,000  and  $7,500,  says  Betty 
Enve,  head  of  Sallie  Mae's 
consumer-service  center. 

People  with  a  larger  bal- 
ance will  probably  need  to 
extend  the  repayment  peri- 
od  to   keep   the  monthly 


more  than  $60,000,  you  could 
elect  to  pay  it  back  over  30 
years.  But  this  would  add  to 
your  costs.  Chany  esti- 
mates if  you  stretched 
out  $70,000  in  loans 
over  30  years,  you 
could  end  up  i)ay- 
ing  about  $115,000 
in  finance  charges, 
s.  $50,500  after  15 
years. 

You  certainly  don't 
want  to  stretch  pay- 
outs into  your  retire- 
ment or  have  them 
overlap  yom'  cliildi'en's 
college  costs.  However, 
for  maximum  fle.xibil- 
ity,  "it  makes  sense  to 
aiTange  for  the  lowest 
payment  possible,  with 
the  intention  of  paying 
off  the  loan  much  more 
quickly  when  your 
rash  flow  situation  al- 
i(jws  it,"  Levin  says. 
On  a  $10,000  loan  "at 
S%,  you  would  remit 
•S121  a  month  under 
the  standard  10-year 
scliedule,  for  a  total  of 
$14,520.  Extended  to 
15  yeai's,  the  payment 
would  drop  to  $96  a 
month  but  the  total 
would  rise  to  $17,204. 
A  new  option,  in- 
tended for  graduates  with 
low  income  relative  to  the 
size  of  their  debt,  became 
available  fi'om  Sallie  Mae  this 
year  and  Federal  Direct  last 
year.  These  plans  take  your 
salaiy  level  into  account.  Sal- 
lie Mae  lets  you  pay  as  httle 


The  silver  lining:  Lenders 

are  making  it  easier  to 
work  out  favorable  terms 


amoimt  manageable.  With  the 
Federal  Direct  Graduated 
Repayment  Option,  payments 
increase  every  two  years 
over  12  to  30  years,  depend- 
ing on  the  size  of  yom*  loan. 
With  Sallie  Mae's  Small  Loan 
consolidation  plan,  the  length 
of  the  loan  is  deteiTnined  by 
the  balance  owed.  If  you  owe 


as  4%  of  yom'  income  as  long 
as  that  covers  the  interest 
accraed  each  month.  But  the 
Federal  Direct  program  will 
let  you  pay  less  than  the 
interest  that  is  accumulating, 
which  means  your  debt  will 
keep  growdng  while  you  make 
payments — an  option  that 
should  only  be  a  last  resort. 


Before  you  consolidate, 
there  are  two  caveats.  If  you 
plan  on  going  back  to  school, 
check  with  your  lender  be- 
fore you  mix  subsidized  Staf- 
ford loans  with  unsubsidized 
loans.  That  may  jeopardize 
your  ability  to  stop  interest 
from  accumulating  while  you 
are  in  school.  Also,  the  inter- 
est rate  is  usually  the  weight- 
ed average  of  your  loans 
rounded  up  to  the  nearest 
whole  number.  If  your  aver- 
age rate  is  8.01%,  you  would 
be  charged  9%,  says  Chany. 
In  that  case,  you  should  leave 
out  the  highest-rate  loan  so 
your  rate  would  be  8%.  The 
Federal  Direct  rate  is  the 
same  as  for  Stafford  loans:  a 
variable  rate  (now  7.43%) 
that  can't  exceed  8.25%. 
RATE  PLAYS.  If  you  haven't 
consolidated  your  loans  and 
can  afford  more  than  mini- 
mum payments,  pay  the 
smallest  possible  amount  on 
the  low-interest  loans,  while 
doubling  up  payments  on  the 
high-rate  loans,  says  Mary  K. 
Sullivan,  a  financial  planner 
in  Oakland,  Calif.  Polishing 
off  loans  one  by  one  gives 
you  motivation  to  keep  go- 
ing, she  says. 

Levin  suggests  homeown- 
ers dispense  with  student 
loans  by  using  a  home-equity 
line  of  credit.  That  way  the 
interest  usually  would  be  tax- 
deductible.  "But  student  loan 
debt  often  has  lower  interest 
rates  than  other  types  of 
debt,"  Levin  says.  So  don't 
pay  off  an  8%  student  loan  if 
you're  cairying  a  $5,000  bal- 
ance on  an  18%  credit  card. 

If  you  have  very  low- 
interest  loans,  you  could 
hang  on  to  them  and  invest 
some  money.  Sullivan  ad- 
vised one  client  with  old 
4%.  medical  school  loans  not 
to  pay  them  off  early  since 
she  could  earn  more  after 
tax  by  buying  Treasuries  and 
some  stocks.  Today's  typical 
student  borrower  with  8% 
loans  might  try  to  pay  them 
back  faster.  But  even  if  you 
can't,  with  the  new  repay- 
ment options,  at  least  you 
won't  despair  that  you  ever 
took  out  student  loans  at 
all.  Amey  Stone 
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HIGH  TECH 

WITHOUT  THE  HIGH  WIRE 


If  you  want  to  cap- 
ture a  piece  of  the 
growth  in  technology 
stocks,  you  could  buy 

into  a  sector  mutual  fund 
that  specializes  in  such  is- 
sues. But  there's  a  way  to 
make  a  high-tech  play  with- 
out the  unsettling  volatility 
of  sector  funds:  Invest  in  a 
diversified  equity  fund  with  a 
large  technology  stake. 

Either  way,  money  manag- 
ers say  technology  shares 
should  be  part  of  any  gTowth 
portfolio  over  the  next  five 
years.  Innovation  is 
rampant,  and  maii\ 
tech  stocks  are  rea- 
sonably valued,  sudi 
as  Compaq,  with  a 
price-earnings  rat ii  > 
of  9,  and  Intel  at  11, 
says  Chip  Morris, 
manager  of  T.  Row  i 
Price  Science 
Technology  Fund. 
The  electronic  con- 
tent in  everything 
from  coffeemakers 
to  automobiles  is  ex- 
panding. And  from 
a  global  view,  com- 
puters, telephones, 
and  wireless  com- 
munication are  in 
their  infancy,  says 
Ron  Elijah,  mana.sj- 
er  of  Robertson  Ste- 
phens Value  cV: 
Growlh  Fund. 
BULKING  UP?  B( 
cause  of  the  sector'.- 
success,  all  kinds  of 
equity  funds  are 
beefing  up  their 
technolog-y  holdings. 
In  44  of  the  50  top- 
retuming  divei-sified 
funds,  tech  issues 
make  up  more  than 
20%  of  the  portfolio, 
according  to  Morn- 
ingstar  Inc.  That's 
more  than  twice 
technology's  9%  rep- 
resentation in  the 


Standard  &  Poor's  500-stock 
index.  Behemoth  Fidelity  Ma- 
gellan has  32%  of  its  $37  bil- 
lion in  assets  in  tech  compa- 
nies, vs.  5.7%  in  1990.  Other 
$1  billion-plus  diversified 
funds  with  heavy  tech  hold- 
ings include  Oppenheimer 
Main  Street  Income  & 
Growth,  AIM  Constellation, 
and  Twentieth  Centuiy  Ultra 
Investors. 

If  tech  lives  up  to  its  prom- 
ise, that  will  be  a  boon  to 
these  funds.  But  risk-shy  in- 
vestors, such  as  those  near- 
ing  retirement,  should  be 
aware  that  their  funds  may 


Loading  up  on  Technology 


FUND 

ASSETS 

(MILLIONS) 

%  ASSETS  IN 
TECH  STOCKS 

3-YR.  AVG. 
ANNUAL  RET 

FIDELITY  MAGELLAN 

$36,091 

32% 

11.3% 

BRANDYWINE 

2,299 

49 

14.0 

OPPENHEIMER  MAIN  ST. 
INCOME  &  GROWTH 

1,348 

24 

20.5 

ROBERTSON  STEPHENS 
VALUE  &  GROWTH 

163 

68 

23.0 

DATA:  MORNINGSTAR  INC 


be  bulking  up  on  tech.  "Most 
people  are  buying  funds  to  be 
diversified  and  have  fairly 
mai'ketlike  ex|josui'e,"  explains 
John  Rekenthaler,  editor  of 
Momingstar  Mutual  Funds. 
"To  end  up  with  a  quarter  of 
one's  assets  in  one  sector  is 
setting  yoiu'self  up."  It  hasn't 
been  a  problem  yet.  Over  the 
past  five  years,  the  .94  beta, 
which  measm-es 
risk,  for  diver- 
sified equity  funds  hasn't 
changed,  according  to  Morn- 
ingstar.  The  s&p  is  slightly 
more  volatile  at  a  beta  of  1.0. 

Still,  the  advantage  of  own- 
ing a  general  fund  is  that  the 
diversification  tempers  the 
rough  gyrations  of  the  tech 
stocks,  which  as  a  gi-oup  can 
drop  up  to  10%  in  a  month, 
says  Hany  Lange,  manager 
of  Fidelity's  Select  Comput- 
ers, Electronics  & 
Technology  Fund. 
And  if  tech  stocks 
head  south,  general- 
fund  managers  can 
switch  assets  to  a 
less  risky,  more 
prosperous  arena. 

But  that  flexibil- 
ity means  that 
strong-stomached  in- 
vestoi-s  can't  control 
their  owti  exposure. 
"If  you  want  20%  of 
youi'  money  in  tech- 
nology for  the  next 
20  years,  the  only 
way  to  do  that  is 
with  a  tech  fund," 
argues  Glenn  Fogle, 
manager  of  Twenti- 
eth Century  Vista 
Investors,  a  general 
fund  with  53%-  of 
assets  in  technology. 

Sector-fund  man- 
agers who  trade  ex- 
clusively in  technolo- 
gy also  know  more 
about  the  industry. 
Paul  Wick,  manager 
of  Seligman  Com- 
munications &  Infor- 
mation, says  that 
general  funds  got 
hurt  when  IBM,  DEC, 
and  Wang  fell  in  re- 
cent years.  But 
many  tech  funds 
avoided  that  fate, 
'TDecause  the  manag- 


SMART  MONEY 


ers  are  much  more  attuid 
to  changes  in  the  compvsr 
market."  And  despite  perii- 
ic  free  falls,  tech  funds  hi 
averaged  an  annual  16.1 
gain  since  1990,  vs.  lO.'i^ 
for  general  funds. 
HEAD  FOR  CASH.  Sector 
can't  escape  into  other  in( 
tries  when  trouble  looms, 
they  have  strategies  to 

per  volati.j 
Seligman  lo^et 
a  21%  average  annual  retn 
for  10  year's  by  switcliing  in. 
media  stocks  in  the  19N0:t 
mostly  semiconductor  std: 
in  the  '90s.  T.  Rowe  Piice  c 
ence   &   Technology  Fat 
spreads  the  risk  amongiSi; 
kinds  of  tech  stocks,  vritlj^ 
moi-e  than  5%  of  assets  in* 
one  company.  Meirill  Ljoi 
Technology  will  plow  u]t' 
25%  of  assets  into  one  (ni- 
pany,  take  profits,  and  li^ 
for  cash  to  protect  its  gai 
Whatever  yom*  risk  t(i 
ance,  it  makes  sense  td 
vestigate  how  much  and  m 
type  of  technology  st 
your  fund  holds.  Looli 
yearend  reports  and  pros 
fuses,  and  get  famihar 
some  of  the  bigger 
names,  such  as  Motorol; 
tel,  and  Seagate  Techno] 
Technology  is  such  a| 
sector,  most  equity-fum 
vestors  should  have  exp 
to  it.  Given  its  volatility| 
question  is:  How  big  a 
can  you  stand?    Pam  ht 


WORTH  NOTI 


■  CHARITY  AWARDS.  Yj 

have  heard  of  frequen 
fliers;  how  about  fre- 
quent funders?  For  e\ 
dollar  given  to  the  Je^ 
ish  National  Fund,  a  r 
profit  environmental-: 
search  group  active  ir 
Israel,  contributors  a 
earn  points  toward  fp 
air  travel,  hotel  roomi 
car  rentals,  and  other 
services.  Among  the  ] 
ticipating  corporation 
American  Airlines,  H 
Hotels,  and  Budget  Rf 
a  Car.  For  a  brochure  ^  ] 
and  membership  appl»i 
tion,  call  800  76-AWAD.; 


I 
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We  re  Here  ror  Good. 

Mother  nature,  global  recession  and  the 
"peace  dividend"  have  challenged  California's 
economy  like  never  before.  But  it's  going  to 
take  a  lot  more  than  that  to  take  the  shine  off 
the  golden  state. 

Pholo  t(>UTIc^\  111  IriKigc  li.iiik 

California  still  boasts  the  eighth  largest  economy  in  the 
world.  Possesses  a  labor  force  with  an  average  education 
level  30  percent  higher  than  the  rest  of  the  nation.  And  now, 
state  government  and  business  are  working  together  to  create 
new  opportunities  for  economic  growth. 

No  wonder  Pacific  Bell  is  investing  $16  billion  in 
California  to  pave  the  way  for  the  nation's  first  information 
superhighway.  With  1.5  million  homes  plugged  in  by  1996. 
And  5  million  more  coming  on  line  before  the  decade  is  out. 

Clearly,  Pacific  Bell  likes  the  California  climate.  Which 
is  why  the  forecast  calls  for  plenty  of  golden  days  ahead. 

California 

Adveltl,^ing  Alliance  ol  Calilonua  1 38A-CA 


Best  Commute. 


Best  Western  isn't  just 
a  home  away  from  home 
It's  a  home  office.  Because 
most  of  our  hotels  offer  the 
services  and  amenities 
business  people  require,  like 
in-room  workspace,  restau- 
rants, and  meeting-  facilities. 
And  with  3.400  hotels  m  63 
countries,  many  near  air- 
ports and  downtown  busi- 
ness centers,  it's  a  short 
trip  to  a  Best  Western  no 
matter  where  you  go. 

And  if  you  travel  often, 
join  our  frequent  guest 


progiam.  Gold  Crown  Club 
International.  You'll  accrue 
points  toward  free  tickets 
on  American  Airlines.  gxDlf 
and  ski  awards,  free  stays 
at  Best  Western,  and  valuable 
merchandise  with  each  stay. 
If  you're  not  already  a 
member,  please  call  1-800- 
USE-GOLD  to  join.  Or  simply 
enroll  the  next  time  j'ou 
check  in. 

And.  for  a  Limited  time, 
we'll  double  the  points  that 
you  earn  on  the  first  night 
of  each  stav.  All  vou  need 


to  ciu  IS  ^naigtr  vuui  room 
with  your  Visa  card.  Just 
call  1-800-528-1234  to  make 
reservations  and  ask  for 
the  "  Best  Guest  "  Double 
Points  Offer  with  Visa. 

With  all  that  going  for 
us.  Best  Western  and  Visa 
are  far  and  away  the  best 
choices  for  business. 


GOLD  CROWN  CLUB 
BEST  GUEST  AMENITIES 

:  ^  available 

T  FrK  cocktail/ 
fT>oclGaii 

»  Free  coffee  in  rocm 

a  Free  local  calls 

\  Free  FAX  service 

t  Free  room  upgrade 
h'rfien  araiiable) 

Free  continefiSI 
breakiasi 

3  Free  full  breakfast 

•  SpoLse  stays  free 
L  Late  c'leckout 

CALIFORNIA 
Carlsbad 

Bes:  iV=s:e-n 
BeacT  Te:'X£  Inn 

Bes;  Vi'gsiefn 
Bsrh  V=i,  Ledge 

*  i  --^  ft 
Mountain  View 

Bes!  Wesiern  Inn 
(near  Hftv  237l 
Ml  ^Ms 
San  Diego 


San  Francisco 
Airport  Area 
(Millbrae) 

3esi  I'.ssierr. 
El  RaiKhc  Inn 
V 

San  Francisco 
Airport  Area  (San  Mat<io| 

lOS  Prados  Inn 

■•■  S  ?"  L  5^  « 

San  Jose 

Srs:  iVesreTi  Gawev  inn 
Santa  Barbara 


H  L  *« 

Santa  Monica 

Santa  Rosa 

(^rcten  Inn 
«  •   I  B.S  * 
IOWA 

Des  Moines 

'iV  E.ieaj!iv5  Ce,":s' 
t  »  L  '^Ms  t 
Iowa  City  Area 
(Coralville) 

MASSACHUSEHS 
Boston 

Bes-  Aes-e- 


MICHIGAN 

Detroit 

(Sterling  Heights) 

Sterling  Inn  Banqus; 
S  C-rr^'X  Cente- 
T  V  L  3  t 
MINNESOTA 
Saint  Cloud 
Bes:  'i\es:eT.  Kei.,  .nr 
■]  »  L  «  \ 
MONTANA 
Xalispell 

rr;-  ,',eE-r-'  Ol'-2i.  Im 
L  ft  S 


NEBRASKA 

Lincoln 

Viliagei  t.'.z-j  Irjl 
L  T'JS. 
Omaha 

Best  'iVestem  Central 

li'v  L  --^ji 
Omaha  Area 
(Council  Bluffs  lA)  | 

Bes!  Wzi'zT  '.'eTTo 

NEVADA 

Las  Vegas 

3esT  ,',es:err. 
Inn 

NEW  MEXICO 
Albuquerque 

Xi  V  -''■St 
NEW  YORK 
New  Yorit  City 
(Manhattan) 

Bes'  i'.es:5rri 
President  Hotel 
t 

NORTH  DAKOTA 

Bismarck 

Bes:  iVes-e" 
DotJDIeiSiCM  Inn 
S*'  L  * 

fe;  Viestsm  Flecx  t 

Fargo 

Bes!  \1esism 
DouDien-OiXi  Inn 
&  Ccnference  Cente^ 

Y  *  ■»  » 
Grand  Forte 
Best  Westan  Fat^ild 
Weste-dKcWciei| 

^  *■ 

Bssi  Western  T»t.  I{ 
J] 

Mafldan(Bls 

:-.n  i  Cane 

V  L  * 
Minot 
BestWteEni 

■I1r  L  t 
Bes:  'iVK:sn  Sa'aril 

OREGON 
Portland  South 
(Tigard) 


TEXAS 
El  Paso 
Pes'  I'les'tT  IitxjI 

WASHINGTON 
Bellevue 

Mim!  I  T' 

Mount  Vernon 

oesi  I'l'Kie^  CcS! 
J}  L  ■"•*•»  I 
Seattle  Area 
(Federal  Way) 

Besi  i'ies:e:n 
Fe<te?3i  Wa-,  Exes 

Tacoma 

«  je'  s-  3 
Tacoma  Area 
(Puyallup) 


BRITISH  COLUi 
Vancouver  Airpl 
Area  (Richmanf 

Ses!  Wes-e- 


V/S4 


YOUR  BEST  BET 
IS  A  BEST  WESTERN. 
1-800-528-1234 


'Bes!  Gi-esr  Dojb'e  Penis  Offer  vaiid  only  with  use  oi  a  Visa  Ca'd.  Gcod  ai  participating  locaiions  only  and  may  not  be  combined  w'h  any  olher  otfer.  Otier  ends  May  19.  1995  "Bes;  Guest'  amenities 

11995  Best  'tVesrem  ln:ema^0Pal.  inc  Best  Western  hotels  are  independently  owned  and  operajed. 


Crossroads  '95  will  take 
your  computer  systems  in 
a  whole  new  direction — 


Crossroads  '95 
The  Westin  Mission  Hills  Resort 
Rancho  Mirage,  California 
April  18-21 


fast 

fopwapd 


If  your  competitors  are  beating  you  to  market  because  your 
computer  systems  can't  keep  up,  your  company's  CIO  belongs 
at  Crossroads  '95. 

Crossroads  is  the  higli-lcvel  networking  event  tliat  helps  senior 
technology  executives  get  real  results  quickly.  At  Crossroads, 
your  expeits  v^ill  meet  our  experts — a  select  group  of  customer- 
vendor  teams  who  explain  the  real-world  benefits  and  drawbacks 
of  leading-edge  technologies  just  proven  in  the  marketplace. 

Crossroads  '95  will  enable  your  information  technology  team 
to  avoid  expensive  mistakes  and  get  the  maximum  competitive 
advantage  from  your  current  and  future  systems. 


►  Target  and  acquire  new  business 

►  Build  strong  bonds  with  your  customers 

►  Bring  new  products  to  market — faster 

►  Get  the  most  from  your  suppliers 
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CROSS 
RiDS 


95 


The  choice  is  simple.  Your  company's  CIO  can 

go  it  alone.  Or  they  can  go  to  Crossroads  '95. 

For  more  information  on  our  unique,  real-world  program 

call  Stephanie  "Wynne  at  Open  Systems  Advisors,  Inc. 

(800)  258-4151  or  (617)  859-0859.  Fax  (617)  859-0853. 

Proven  solutions  for  the  real  world 

Crossroads  is  a  presenlation  ol 

OPEN  SYSTEMS 

ADVISORS,  INC.   ===  and 


COMPUTING 


Beyaiid  netvs  liitellifieHce. 

©  Open  Systems  Advisors,  Inc  CROSSROADS,  CROSSROADS  '95,  and  Ihe  design  are  service  marks  ol  Open  Systems  Advisors,  Inc  All  Irademaiks  oroperly  ol  tneir  respective  ovmeis. 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO.  IL  6061  1 


Seminars 


Travel/Golf 


Insurance 


21ST  CENTURY 
SALES,  PROMOTION  & 
MARKETING  TECHNIQUES 
THAT  WILL  SKYROCKET 

YOUR  BUSINESS 
For  FREE  information 
Call:  1-800-806-6934 


Newsletters 


Aro  Vbu  Concemod 
About  EkSorty  Parents? 


The  problems  are  mind  boggling  and  yet 
ouf  pajent  we^e  thwe  tof  us'  Ouf  newsletter 
will  make  helping  them  easier  and  let  you  keep 
youf  life-style'  Write  for  free  mfo  now 

Me'pitng  £iae<v  Pirers 
^mes  B'CW  9rtA 
2SM  Sei^zo  /.syeif  ;■: 
SanE  Woncs,  CA  904j: 


1995  Maui  Golf  Guide 

Portable  Software  Travel  Guide 


g  1-800 


•  Wuliimedia  tour 

•  Expert  Hole-B>-Hole  Strategy 

•  Full  Color  PIrotos  of  Best  Holes 

•  3' Diskettes-  No  CD-ROM  Required 
•WS-WindowsorV3c 


$29  95 

1-800-580-5050 


PKQSIOH 
GUIDES 


CAPRICORN'S 


Business  Opportunities 


INCORPORATE 


Tai-free  Nevada  Corporations  ViMYri  (  (IRP(IR\TE 
Wyoming  Corporations  S       |     j  ^F.R\|("E 
Limile<J  Liability  Companies  gHbCFSTFR 

Tax  Savings  •  Privacy    "2B0  '-"^-31  .■.3v  s3 

Asset  Proteclinn  F^-..   'j ,  ^-"j2 

24hr  Rush  Serviced     F-^  '  '  !  ?52 

Free  Info  Packet  1-800-638-2320 
1-800-NEVADA-O  Ext.380 


NEVADA  •  WYOMING 


SUMMER/FALL  SPECIALS 

800-426-6544 

'#*-S'cAPRICORN  LEISURE  CORP.  ^^'l^'r. 

I-  AmericanAirlines  AA  -J 


Archaeological  Tours 


LED  BY  NOTED  SCHOLARS 
tM5  TOURS^  Egypt  Israel.  Burma,  Thailana. 
l^os  6i  Cannbodia.  South  India,  Turkey.  China. 
Central  Asia,  Himalayas,  Sicily  &  South  Italy; 
Cyprus  6i  Crete.  Ireland  &  Scotland.  Ancient 
Rome.  Indonesia.  Portugal,  Caves  6t  Castles. 

Maya  Kingdoms 

-^^archaeological  tours 

271MadlSO(lAve,9WBW,W,NY1CK)I6  2l2  986-3054 


Business  Opportunities 


BUILD  YOUR  FUTURE 


Apply  to  DSR  Program 
930  Main  Street 
.^clon.  MA  01720 
Fax:  508/263-4159 


•  Premium  Contemporary  Post  &  Beam 
Homes 

•  Superior  Materials 

•  Unsurpassed  Design.  Service  and 
Marketing  Support 

Sales  Temtones  available  for  qualified 
entrepreneurs  who  are  capable  of 
running  an  independent  business 

DECK# 

HOUSE! 


FREE 

CBSI  486  CompuICT 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  free,  two 

cassettes  will  explain  how  you  can  start  sev- 
eral or  all  of  these  twenty  turnkey  businesses 
part-time  and  still  retain  the  security  of  your  present  position.  If  you 
purchase  our  software  and  business  program,  we  will  give  you  the  com- 
puter and  printer.  If  you  already  own  a  computer,  you  may  receive  a 
discount.  Some  individuals  are  now  earning  $4,000  to  $10,000  per 
month  part-time.  Free  home  office  training.  Financing  available. 
To  receive  free  cassettes  and  color  literature,  call  toll-free: 

1-800-343-8014,  ext.  769 

 Computer  Business  Services,  Inc.  


SAVE  OVER  50% 
ON  TERM  LIFE 
INSURANCE 


Now  from  BestQuote  a  FREE  comparison 
quotation.  We  survey  over  150  'A"  rated 
insurance  companies  and  we  send  you  our 
five  lowest  rates  available.  No  salesperson 
will  a/er  visit-  Complete  ccnfidentiaiiry. 
Example:  Annual  Premium  for 
$500,000  policy  only  $265  for  a 
35  year  old  male  -  non-smoker 

Call  BestQuote 
800-253-1133 

24  hours/"  days 
(not  available  all  states) 


Books 


^  ¥^  SaveSS^  Slash  Taxes! 
l^End  'Employee  Problems!"  I 
I    ✓  Improve  Productivity  j 


Replace  Employees  With 
Independent  Contractors! 


1-800-486-3033  | 


Sports  Equipment 


Cheat 
At  Tennis 


Itenms  Ti  torI  Your  Own 
Portable 
Terinis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Menswear/Fashion 


men's  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

Exira  width  for  men  wtio  need 
il.  Excellent  variety 
styling  and  qualil 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES.  INC 

Dept.  53  D  Hingham.  MA  02043 


$1 ,000,00 

LIFE  INSURANCE 


^^^^^^^^^^  ^^^^^^ 

Age 

1  Year 
Increase 
Term 

10  Year 
Level 
Term 

Le 
Te. 

35 

S600 

S900 

45 

S850 

SI. 800 

S2T 

55 

51,860 

S4.015 

S4* 

65 

S4.590 

S9.275 

Sili 

ANNUAL  PREMIUM  I 

Underwritten  by  major  life  insill 
companies  given  highiest  ratirii 
financial  soundness  by  A.fvl.t 
Standard  &  Poors  and  Moody's.'' 
Survivorship  and  otfier  || 
available.  Call  for  a  quotation  T 
desired  amount  and  individuaHvj' 


n  ita 

1: 


A  free  v^ntten  confirmation 

mailed  to  you. 

CALL: 

1  -800-444-87^ 

FINANCIAL  SERVICES  GRJ 

1 89  Reservoir  Sireei  •  Needham.  M| 


Computer  Software 


irSAJUNGL 
OUTTHERE! 


Gel  your  own  way! 
Negotiator  Pro'" interactive  sct^, 
tielps  you  master  any  negotHf  ■. 

C3II  lor  fflj 

800-448-3308 

WSJ  fonts  PC  I 
S189  60-Day  Unconditional  Buaii 


Negotiator  Pro  Company  ■  Brookl 


Business  Opportuniv 


CONSLTTANTS/TRA 

International  firm  expai] 
US  needs  independ 
consultants  and  traind 
represent  our  compan 
offer  some  of  the  finest 
resource  developmi 
programs  available  todi 
high  income  potenti 
Extensive  training  and 
Management,  marketij 
consulting  experience 
Send  resume  or  brief  pi 
histor)  to: 
Resource  .\ssociat 
Corporation 
D.L.  Engle,  VP  Develo 
Department  V^^49 
100  Kachel  Blvd.,  #1 
Reading,  P.4  196i 
(800)  799-6227 
FAX:  (610)  856-591 


FOR  AO  RATES  ANO  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


Telecommunications/Products 


)  Cellular  Phones 
One  Number  — 


this  handheld 
IROLA  phone 
e  will  put  it  on 
me  number  as 
xisting 
ir  phone! 


:ond  bill,  no  second 
ir  to  give  out! 

(f^ftC  Programmed  to 
i  3)4"  J    your  existing 

cellular  number! 

Supply,  Inc. 

1212  Boylslon  Si.  #120 
CheslnulHili,  MA  02167 

340-0579  •  (617)  ill-ini 


ebAbroadwithaPC& 
fax/modem? 


agnize  this  problem? 

lapt  pr  ovides 
vhich  enable  you 
".  &  communicate 
ywhere  in  the 

world 

ts  now  for  more 
)rmaiion! 

:  408  370  SI05 
VE  ID;  724IJ.706 
^44  181  411  4444 
TH;  *6\  2  966 


Corporate  Gifts 


oYqur  Image! 


uild  your  business! 


CHOOSE  FROM 
HUNDREDS 


I  CALL  NOW 
1  FOR  FREE 
II  .  m    \  CATALOG 


786-1111  Attn;  Mr.  Burton 

3RP0RATE  CHOICE 


CELLULAR  EXTENSIONS 


ou  can  legally  clone  your  phone 
a  PC  &  our  software  package' 
Software  includes  many  other  useful 
ties.  SASE  for  free  catalog 


ESN  READER  ^400 

G2/AIVIPS|noiock|...s600 


CEUJUUWMASIQtS  (805)486-0867 


Investment  Services 


BIO/MEDICAL  STOCKS 
Intelligent  Biotech  & 
Biomedical  Investment 

Subscribe  to  BMTS  Newsletter 
'  3  month  $55  •  One  Year  $  195 
BMTS  Newsletter,  P.O.  Box  360 
New  York,  NY  10021 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJet  CoiorPro 
Deskjel  DraflPro 
RuggedWriter  Drad/f^asler 
Electrostatic  Plotters  DesignJet 
HP  9000  Workstations  ana  Veclras  aiso  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  ,  S  Birmingham,  AL  35222 
Phone:  205/591-1747  Fax:  205/591-1108 
800/638-4833 


Computer  Software 


FREE  EDI  SYSTEM 


Call  SDS  and  receive  a  Kree  "Persoricd  EDI 
System"  &  our  EDI  Solutions  For  Business 
broctiure.  See  how  Unisys  EaDlplus  can 
improve  virtually  all  aspects  of  your  business. 


Call  Structured  Data  404-447_0Q95 

Systems  today:  exi  255 

Limiled  supply  OHer  expires  without  nolice 


Sales  Promotion/Display  Products 


Catalogs/Marketing 


Get  Your  Products  &  Videos 
into  millions  of  mail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  to  Catalogs,  Inc. 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410 


Direct  Marketing 


TAKE  A  QUANTUM  LEAP 
INTO  DATABASE  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/852-2220  Fx:  716/842-6049 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFORf^TION  on  Offshore  Asset 
Protection  Strategies.  Offshore  Trusts. 
International  Business  Corporations, 
International  Banking  and  Investing.  Dual 
Citizenships  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offshore 
Consulting.  Call  FFC.  Inc..  1-800/633-2462. 
(FFC,  Inc  ,  ts  NOT  a  legal,  accounting  or  financial 
planning  tirni,  and  does  not  give  this  type  of  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19,850  academic  topics  availablei 
Send  S2  00  (or  the  290-page  catalog, 
Custom-wnttenreportsalsoavailable, 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline;  800-351-0222 
(California  310-477-8226) 


Business  Services 


SATISFY  YOUR  CUSTOMERS 
MOTIVATE  YOUR  EMPLOYEES 

Conversations  with  Our  Ciistomers^^ 

is  a  unique  video  program  custom- 
designed  for  your  business  to  educate 
and  motivate  your  employees  to 

respond  to  customer  needs  ... 
drive  continuous  improvements  in 
customer  satisfaction  ... 
and  keep  you  ahead  of  the 
competition! 
For  Information/FREE  Brochure 
CALL  800-688-2962 


Financial  Planning 


FREE  LIVING  TRUST  REPORT! 


4  Costly  Flawsofa"Wiir 

Discover  the  diflerenees  between  j  Will  & 
Living  Trust,  plus  how  to  avoid  probate. 
Send  a  324!  self-addressed  envelope  to: 
National  Living  Trust  News  Bureau 
3000  Ocean  Park  Blvd.  #1070,  Dept.  1 
Santa  Monica,  CA  90405 


Education/Instruction 


No-Classroom  College  Decree!  i 


Cya^n  your  no^lassroom  college  degree  in 
r^  Business.  Liberal  Arts,  or  Nursing  using 
Moore's  successfully  refined  study  program 

Choose  from  three  nationally  accredited 
universities   Interest-free  financing  available. 
CALL  NOW  FOR  MORE  INFORMATION! 


,\,is/iv;«(,  ThI  i-lli-o006 

1-800-737-2222 


[BACHELOR,  MASTER,  DOCTORATE 

I EARM  A  DEGREE  Use  your  past  experience  as 
I  credit  toward  your  degree  No  classes,  seminars 
■  on-campus  attendance  Studies  build  upon 
your  experience  Self-paced  •  Send  Resume 
For  No  Cost  Evaluation 

(800)  240-6757 

6400  Uplown  Blvd  NE 
■   Suile  398-W, 

Oepi 46 

AIDuQueique,  New  Mexico  87110  USA 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  MS/MBA  PhD/JD 
I  Credit  foi  virork  /life  exp  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


University  Degrees 


Approved  Sell  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin.  Health 
Care  Admin.  Human  Resources.  Finance, 
niernational  Business,  Tech  Mgmt,  Law, 
Paralegal,  Psychology,  Call  lor  brochure 
(800)477-2254  (24  hrs) 
Southern  CalNomla  University 
(or  Professional  Studies 
1840  E  17  St-BW/,  Santa  Ana,  CA  92701 


EARN  YOUR  COLLEGE  DEGREE  AT  HOME' 


•  B,S,  &  M,B,A.  in  Business  nJAni/irV 
■  B.S.  in  Environmental  Studies  LflAuWltK 
'  M  S.  in  Management/ 

Environmental  Studies 

•  Appfoved  lor  tuition 


UNI  VIERSITV 


ACCKEDrrED  MEMBER 


leimbursemenl  by  ma]or  companies 
For  a  free  catalogue  call  1-800-767-CHAD. 


II 


Your  company  just  assignee  \m 
you  all  of  Eastern  Europe.  Yo(| 
have  no  contacts,  no  one  to  | 
show  you  the  ropes.  Yoii're  | 
"  ■  ■  r  own. 


Blli 
111 
ESS! 


tcu 


Ik, 


Except  for  u? 


With  all  the  changes  in  Hasten 
Europe,  it's  nice  to  know  there's 
airline  that's  been  there  all  alor 
one  that's  attuned  to  your  nee 
With  the  most  destinations  of  i 
western  carrier,  we  can  get  yoj 
all  the  most  important  busines 
centers.  With  downtown  office 
most  major  cities— from  Buda 
to  Vilnius— we  can  help  you  g( 
your  bearings.  So  if  your  busir 
takes  you  east,  fly  with  the  pe 
who  have  the  most  experienc< 
who  really  know  the  territory. 


Lufthansa 


Accrue  or  redeem  miles  in  either  Luflhansa  Miles  » 
,r  United  Mileage  Plus*  when  you  fly  on  LuWjansa 
or  flights  operated  by  our  globrt  partner,  United  Airi 


isiness  Week  Index 


DUCTION  AND  LEADING  INDEXES 


ige  from  last  week:  -0.2%  ' 
ige  from  last  year:  8.3% 

PRODUCTION  INDEX 

Mar.  18=122.9 
1992=100 


PRODUCTION  INDICATORS 


LEADING  INDEX 

Mar.  18=254.2  -  240 
1967=100 
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r.  July  Nov.  Mar. 

4  1994  1994  1995 

!es  are  4-week  moving  averages 

oduction  index  fell  slightly  during  the  week  ended  Mar.  18.  Seasonally 
;d  output  levels  of  autos  and  trucks  led  the  decline.  Before  calculation 
four-week  moving  average,  the  index  fell  to  122.3,  from  122.9  In  the 
js  week. 

ading  index  was  unchanged  in  the  latest  week.  The  unaveraged  index 
up  to  254.6,  from  253.6,  thanks  to  the  rallies  m  the  stock  and  bond 


.  copynghl  1994  by  McGraw-Hill  I 


DING  INDICATORS 


K  PRICES  (3/24)  S&P  500 


BW  leading  index  copyrigril  1994  by  CIBCR 


LATEST      WEEK  YEARLY 
WEEK        AGO     %  CHG 

496.76     493.15  6.6 


DRfiTE  BOND  YIELD,  Aaa  (3/24) 

8.10%  8.04% 

8.1 

;trial  materials  prices  (3/24) 

114.3  114.0 

NA* 

lESS  FAILURES  (3/1?) 

NA  318 

NA 

ESTATE  LOANS  (3/15)  biiiior^s 

$468.5  $468.1 

10.8 

Y  SUPPLY,  M2  (3/13)  billions                  $3,590.1  $3,583.1 

1.2 

IL  CLAIMS,  UNEMPLOYMENT  (3/1 1)  thous 

343  338 

-0.6 

SS:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
Moody's,  Journal  of  Commerce  (index;  1990=100).  Dun  &  Bradstreet  (failures 
;  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  ad|usts  data  on 
IS  failures  and  real  estate  loans.  "Historical  data  available  from  CIBCR. 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

lAL  FUNDS  (3/28) 

6.10% 

5.97% 

3.49% 

ERCIAL  PAPER  (3/29)  3-month 

6.15 

6.14 

3.88 

FICATES  OF  DEPOSIT  (3/29)  3  month 

6.17 

6.12 

3.84 

MORTGAGE  (3/24)  30-year 

8.63 

8.62 

7.90 

STABLE  MORTGAGE  (3/24)  one  year 

6.40 

6.55 

4.68 

(3/29) 

9.00 

9.00 

6.25 

S:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CKG 

STEEL  (3/25)  thous.  of  net  tons 

2,036 

2,082# 

8.5 

AUTOS  (3/25)  units 

150,923 

139,976r# 

2.6 

TRUCKS  (3/25)  units 

121,600 

119,719r# 

-4.6 

ELECTRIC  POWER  (3/25)  millions  of  kilowatt-hrs 

55,091 

54,412# 

1.2 

CRUDE-OIL  REFINING  (3/25)  thous.  of  bbi./day 

13,402 

13,400# 

5.4 

COAL  (3/18)  thous.  of  net  tons 

21,258# 

20,320 

-5.7 

PAPERBOARD  (3/18)  thous.  of  tons 

922. 6# 

898. Ir 

5.7 

PAPER  (3/18)  thous.  of  tons 

842. 0# 

832. Or 

2.3 

LUMBER  (3/18)  millions  of  ft. 

446. 6# 

452.8 

-10.0 

RAIL  FREIGHT  (3/18)  billions  of  ton-miles 

24. 1# 

23.2 

1.3 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  American  Forest  &  Paper 
Association,  WWPA\  SFPA^,  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (3/29)  $/troy  oz. 

383.000 

382.250 

-1.5 

STEEL  SCRAP  (3/28)  #1  heavy,  $/ton 

137.50 

137.50 

-1.4 

COPPER  (3/25)  (Z/lb. 

145.2 

143.7 

52.9 

ALUMINUM  (3/25)  e/ib 

87.0 

88.5 

37.4 

COTTON  (3/25)  strict  low  mi(J(jling  1-1/16  in.,  (Z/lb.  104.69 

108.62 

44.9 

OIL  (3/28)  $/bbl. 

18.93 

18.43 

31.5 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX 

Week,  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (3/29) 

88.25 

88.84  102.63 

GERMAN  MARK  (3/29) 

1.38 

1.40 

1.67 

BRITISH  POUND  (3/29) 

1.61 

1.59 

1.49 

FRENCH  FRANC  (3/29) 

4.87 

4.98 

5.70 

ITALIAN  LIRA  (3/29) 

1705.5 

1714.5  1607.5 

CANADIAN  DOLLAR  (3/29) 

1.40 

1.40 

1.38 

MEXICAN  PESO  (3/29)' 

6.795 

7.210 

3.357 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


'ata  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
nt.   l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


SURVEY 

',  Apr.  3,  10  a.m.  ►  The  National 
tion  of  Purchasing  Management's 
s  activity  index  probably  fell  to 
in  March,  from  54.5%  in  February, 
he  median  forecast  of  economists 
d  by  MMS  International,  a  unit  of 
'-Hill  Inc.  Analysts  will  want  to  see 
■  the  napm's  price  index  fell  for  the 
'aight  month.  From  May  to  Decem- 
index  surged  as  purchasers  report- 
ig  higher  prices  for  materials. 

RUCTION  SPENDING 

',  Apr.  4,  8:30  a.m.  ►  Construction 
g  probably  fell  by  0.5%  in  February, 
Dping  0.2%  in  January.  The  decline 


is  suggested  by  a  2.6%  drop  in  housing 
starts  in  February. 

LEADING  INDICATORS 

Wednesday,  Apr.  5,  8:30  a.m.  ►  The  gov- 
ernment's composite  index  of  leading  indi- 
cators probably  slipped  a  small  0.1%  in 
February,  forecast  the  mms  economists.  Over 
the  past  five  months,  the  index  has  barely 
moved  from  month  to  month.  In  January,  it 
was  unchanged  from  December. 

EMPLOYMENT 

Friday,  Apr.  7,  8:30  a.m.  ►  The  mms  survey 
forecasts  that  nonfarm  payrolls  grew  by 
210,000  jobs  in  March,  after  318,000 
were  created  in  February.  However,  the 


growth  in  factory  jobs  is  expected  to  contin- 
ue to  slow.  The  median  forecast  calls  for  a 
rise  of  just  20,000  factory  jobs  last  month, 
down  from  27,000  slots  in  February  and 
44,000  new  hires  in  January.  The  March 
unemployment  rate  probably  rose  to  5.5%, 
from  5.4%  in  February. 

INSTALLMENT  CREDIT 

Friday,  Apr.  /►  Consumers  probably  added 
a  modest  $6.5  billion  in  new  debt  in  Feb- 
ruary. A  month  ago,  the  Federal  Reserve 
originally  said  that  credit  rose  just  $3.7  bil- 
lion in  January.  But  after  correcting  an  error 
in  the  miscellaneous  debt  category,  the  Fed 
revised  the  January  number  to  a  larger  rise 
of  $7.6  billion. 
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This 

Week, 

Online 

Business  Week  presents 
live  conferences  with 
editors  and  newsmakers. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 


I 


.CD, 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
  soon  after  eacf)  event. 

£^ 

For  a  free  trial  diskette  amTr/,CA 
including  10  free  flours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  ate  not  included. 


Sunday  <  - 

Japan's  New  Identity,  with  BW 
Tokyo  Bureau  Chief  Robert 
Neff  and  BW  Asia  Editor 
Bruce  Einhorn  discussing  the 
Cover  Story-about  Japan 
hitching  its  future  to  Asia 
and  decrying  its  past  subser- 
vience to  the  U.S.  Apr.  2 
9  p.m.  EST  in  the  Globe 

Monday 

Author  and  Internet  user 
Clifford  Stoll.  His  new  book, 
Silicon  Snaiie  Oil,  warns  of 
where  the  Information  High- 
way may  lead  society.  Apr.  3 

8  p.m.  EST  in  the  Coliseum 

Thursday 

Gary  Hamel,  co-author  of 
Competing  for  the  future-. 
Breakthrough  Strategies  for 
Seizing  Control  of  Your  Indus- 
try and  Creating  the  f^arkets 
of  Tomorrow.  Apr.  6 

9  p.m.  EST  in  the  Bowl 


A  M  E  Ryl^C  A 


ABC  36 

Abercrombie  &  Fitch  50 

Accredited  Investors  136 

Adaptec  122 

AIM  Constellation  138 

Alcatel  104 

Alliance  Capital 

Management  122 
Aluminum  Co.  of 

America  66 

American  Airlines  138 

America  Online  146 

AMG  Data  Services  122 

Amoco  130 

Anheuser-Busch  8 

Apache  128 

Apollo  Partners  126 

Apple  Computer  22,  104, 
132 

Artkraft  Strauss  Signs  8 
ASM  Lithography  122 
AT&T  18,22,44  50,66, 
94,  103,  104 

Avery  Dennison  44 

B 


Deutsche  Telekom  57 
Developers 

Diversified  126 
Digital  Equipment  138 
Diversified  Resources 

Berhad  108 
Dow  Jones  122 

E 


Eastman  Kodak  132 
Echelon  104 
Edizione  Holding  87 
Emerson  Electric  44 
ESPN  46 
Euromercato  87 
Executive  Life  126 


I KDD  18 

I  Kemper  Financial 

Services  120 
I  Knight  College  Resource 

Group  136 
I  Kyocera  118 

1  L  

Communications  44 
Lehman  Brothers  87 
Limited  50 
Lipper  Analytical 
Services  122 
Lockheed  Martin  94 
Lotus  132 
LSI  Logic  104 

M 


Regional  l-inanciai 
Associates  30 
Retirement  Planning 

Grovrth  Fund  122 
Reynolds  Metals  66 
Robertson  Stephens 

Value  &  Growth 

Fund  138 
Rollerblade  87 
Rubbermaid  6 


Bank  of  California  40 
Bank  of  Japan  120 
Bank  of  Tokyo  40 
BankAmerica  50 
Baoshan  Iron  &  Steel 
Complex  108 
Barings  126 
Barq  50 

Bell  Atlantic  44,  60 
Benetton  Group  87 
Boeing  37,  66 
Borg-Warner  Security  44 
Boston  Bruins  103 
Brandywine  Asset 

Management  130 
Bridgestone/Firestone  66 
BT  Investment  Small  Cap 

Fund  122 

Budget  Rent  a  Car  138 
Bureau  of  National 
Affairs  66 


Federal  Express  46 
Fidelity  Investments  50, 
122 

Fidelity  Magellan 
Fund  122,  138 
Fidelity  Select 
Computers,  Electronics 
&  Technology  Fund  138 
First  Interstate  Bank  of 
California  40 
Fitch  Investor's 
Services  126 
FMR  50 
Franz  18 
Fu|i  Bank  40 
Fujitsu  42 
Fuji  Xerox  108 
RW.  Dodge  31 


Calsonic  54 
Canon  22,  108 
Capital  Cities/ABC  12 
CBS  46,  60 
C-Cube 
Microsystems  104 
Chase  Manhattan  12,  94 
Chevron  34 
China  Natural  Gas  & 
Petroleum  108 
Chronicle  Publishing  60 
Chrysler  50,  103 
Citibank  40 
Clark  Equipment  50 
CNS  122 
Coca-Cola  50 
Compaq  Computer  138 
CompuServe  146 
Convex  Computer  42 
Corning  103 
Cray  Computer  42 
Cray  Research  42 
Credit  Lyonnais  40 
Cypress 

Semiconductor  37 
D 


GAM  Global  Fund  122 
GAM  International 
Fund  122 
Gap  87 

Gartner  Group  104 
GE  66,  108 

General  Dynamics  44 
General  Instrument  104 
Genzyme  Tissue 

Repair  103 
Gillette  46 
GM  46,  104 
Goldman  Sachs  87 
Goodyear  Tire  & 

Rubber  6,44 
GS-Autogriil  87 


Mabe  118 
Macromedia  122 
Matsushita  Electric  108 
Maxus  Energy  130 
McDonnell  Douglas  66 
McGraw-Hill  31,  143 
MCI  Communications  44, 
50 

Medio  Multimedia  134E 
Meiko  42 
Melitta  54 
Mercedes-Benz  54 
Merrill  Lynch  40,44,  120 
Merrill  Lynch  Technology 
Fund  13C 
Mesa  128 
Microsoft  104,  132,  134E 
Mllliman  & 

Robertson  103 
Mitsubishi  108,  118 
Mitsubishi  Bank  40 
MMS  International  143 
Mobil  128 
Moody's  Investors 

Service  40 

Morgan  Stanley  8,  126 
Morningstar  122,  138 
Motorola  104,  108,  138 

N 


2  i 


Sakura  Bank  40 
Salomon  44,  118 
Santomo 

Abbigliamento  87 
Sanwa  Bank  40 
Sanyo  118 
Sanyo  Electric  108 
Schdneweiss  54 
Seagate  Technology 
Seligman 

Communications  & 
Information  Fund 
S,G.  Warburg  130 
Shamrock  Holdings 
Sharp  118 
Shortcut  Software 
Siemens  54,  57 
Signature  Group  12 
Silicon  Graphics  42 
Singapore  Telecom 
Smith  Barney  122 
Sony  57 

Sprint  46,  50,  60 
St.  Paul  Cos.  44 
Standard  &  Poor's 
126 

State  Farm  46 
StayWell  Health 

Management 

Systems  103   

Sumitomo  Bank  4(  wm 
Sun  Microsystems  p|ll 

132 

Sunbeam-Oster  8 
T 


108 


Healthy  Planet 
Products  130 
Henri  Bendel  50 
Hewlett-Packard  22 
Hilton  Hotels  130 
Hitachi  108,  118 
H/M/S  44 
Honda  108 

Hughes  Electronics  104 
Hyatt  Hotels  138 


National  Bank  or 

Detroit  94 
NationsBank  94 
nCube  42 
NEC  42,  108 
New  England 

Patriots  103 
Nihon  Hoso  Kyokai 
Nike  46 

Nissan  54,  108,  18 

Nissho  Iwai  108 
Nixdorf  57 

Nomura  Securities  126 
Nordica  87 
Norinchukin  Bank  40 
Novell  132 


wm 


m 


niii 


lEKU 


Taiwan 

Semiconductor  1 
Tele-Communicatio 
Telefonica  18 
Teva  Pharmaceutic 
Time  Warner  60 
Tongkook  General 

Electronics  108 
Toshiba  104, 108 

Toyota  118 

T.  Rowe  Price  Scie 

Technology  Fund 

Trumpf  54 

Turner  Broadcastin 

Twentieth  Century 
Investors  Fund 

U 


mi 
i  mm 


m 


EEKL 


iSllDl 


Oppenheimer  Mam  Street 
Income  &  Grovrth 
Fund  138 


Dai-lchi  Kangyo  Bank  40 
Daimler  Benz  54 
Deutsche  Bank  54,  108 


IBM  22,42,  103,  104, 
132,  138 

,gus  54 

Industrial  Bank  of 
Japan  40 
,ngersoll-Rand  50 
InnerDyne  Medical  122 
Intel  108,  138 


J.  Eberspacher  54 
J.N.  Eberle  54 
J.P  Morgan  30,  94 

K  

Kastle  87 
Kawasaki  108 


Pentland  54 
PepsiCo  44 
Perkins  Capital 

Management  Fund  122 
Perkins  Opportunity 

Fund  122 
Pfizer  122 

Phillips  Petroleum  128 
Pioneer  Electronic  108 
Plaintree  Systems  122 
Pony  Express  44 
Prinz  54 
I  Procter  &  Gamble  46 
Prodigy  146 
Proton  108 

Putnam  Investments  87 


Union  Bank  40 
Union  Pacific  94 
Unisource  18 
Unisys  44 
United  Airlines  18 
UPS  94 
USAir  50 
U  S  West  60 


m 
iicti 


Viacom  60 
W 


Wachovia  50 
Walt  Disney  60 
Wang  138 
Wells  Fargo  46 
Winthrop  126 
Wolverine  World 

Y 


Rand  108 
Read-Rite  44 
Reebok  44 


YPF  130 


Zara  87 
ZZZZ  Best  6 


9 
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Lvestment  Figures  of  the  Week 


ENTARY 

es  about  the  dollar?  Cer- 
ot  the  stock  market.  The 
ustrials  continue  to  push 
ord  territory.  Ditto  for  the 
st  market  mavens,  howev- 
;ettlng  real  nervous  as  the 
ves  toward  the  4200 
especially  since  the  index 
over  the  last  three 
But  don't  sell  the  U.S. 
short  just  yet.  It  has  beaten 
naior  foreign  bourses  this 
ids  down.  And  as  the  tech- 
dicators  on  this  page  show, 
lave  still  more  to  go. 


THE  DOLLAR 

Mar.     Sept.  Mar. 


Mar.  22-29 


1  -week  change 

-0.8% 


{KET  ANALYSIS 


OCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

4ES  INDUSTRIALS 

4160.8 

1.9 

14.7 

90-DAY  TREASURY  BILL  YIELD 

5.80% 

5.85% 

3.56% 

COIVIPANIES  (S&P  MidCap  Index) 

182.2 

1.4 

5.9 

30-YEAR  TREASURY  BOND  YIELD 

7.37% 

7.45% 

7.11% 

CMPANIES  (Russell  20i]0) 

259.9 

1.2 

3.0 

S&P  500  DIVIDEND  YIELD 

2.81% 

2.65% 

2.89% 

PANIES  (Russell  3000) 

286.4 

1.5 

10.9 

S&P  5QQ  PRICE/EARNINGS  RATIO 

16.6 

16.5 

20.2 

iN  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sellA)uy  ratio 

465.9 
57.0% 
0.71 
1.00 

464.8 
53.0% 
0.72  r 
0.94 

Positive 
Neutral 
Positive 
Positive 

(FINANCIAL  TIMES  100) 
4IKKEI  INDEX) 
)  (TSE  COMPOSITE) 

3142.3 
16,460.7 
4299.0 

0.1 
3.5 
0.8 

1.6 
-15.8 
-0.3 

JSTRY  GROUPS 

BLOOMBERG  flNANCIfll  MARKETS 

fEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

lALTY  APPAREL  RETAILERS 

13.3 

-19.7 

THE  LIMITED 

24.7 

0.6 

22^8 

MINING 

11.5 

-13.5 

NEWMONT  MINING 

14.9 

-12.3 

41^8 

CAL  PRODUCTS  AND  SUPPLIES 

11.4 

41.0 

BOSTON  SCIENTIFIC 

21.1 

83.2 

25^8 

11.3 

7.0 

UNITED  HEALTHCARE 

13.4 

3.5 

48% 

lUNICATIDNS  EQUIPMENT 

11.2 

30.1 

M/A-COM 

48.2 

45.5 

10 

EEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

(ING 

-7.6 

-27.3 

YELLOW 

-22.0 

-39.1 

16^/8 

BUILDING 

-6.6 

-31.6 

KAUFMAN  &  BROAD  HOME 

-19.8 

-47.5 

llVs 

-5.2 

-15.9 

INUND  STEEL  INDUSTRIES 

-14.0 

-25.2 

25V4 

\  CONTAINERS 

-4.4 

18.8 

STONE  CONTAINER 

-10.4 

55.0 

21V2 

RtC  COMPANIES 

-3.5 

-7.5 

ENTERGY 

-8.9 

-35.9 

20'/2 

AL FUNDS 


MORNINGSTAR  INC 


s 

LAGGARDS 

ik  total  return 

% 

Four-week  total  return 

% 

ITY  SELECT  ELECTRONICS 

14.4 

WARBURG  PINCUS  JAPAN  OTC  COMM. 

-15.0 

MIDAS  GOLD 

11.0 

WRIGHT  EQUIFUND-MEXICO  NATL.  FID.  EQTY. 

-10.1 

TY  SELECT  COMPUTERS 

10.4 

MORGAN  STANLEY  LATIN  AMERICAN  B 

-7.5 

total  return 

% 

52-week  total  return 

% 

TY  SELECT  HEALTH  CARE 

40.7 

MONITREND  GOLD 

-51.1 

m  COMMUNICATIONS  &  INFORM.  A 

39.6 

HERCULES  LATIN  AMERICAN  VALUE 

-43.2 

T  SMALLER  COMPANIES 

37.8 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-42.9 

4-week  total  return 


Average  fund 
52-week  total  return 


 ^  


.TIVE  PORTFOLIOS 


\  lounts  represent  the 

I  alue  of  $10,000 
i|  one  year  ago 

II  ortfollo 

S  ges  indicate 
total  returns 


U.S.  stocks 

$11,461 

-hi. 78% 


Foreign  stocks 
$11,005 

+  1.89% 


III! 


Money  market  fund 
$10,512 

-1-0.21% 


yy 


Treasury  bonds 

$10,118 

-1-0.37% 


DRI/McGRAW-HILL 


Gold 

$9,807 

-0.13% 


this  page  are  as  of  market  close  Wednesday,  March  29,  1995,  unless  otherwise  In- 
iustry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  March  28.  Mutual  fund  returns  are  as  of  March  24.  Relative  portfolios  are  val- 
ued as  of  March  28.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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Editorials 


WHAT  JAPAN'S  ASIA  TILT  MEANS 


When  Commodore  Perry's  black  ships  steamed  into  Yoko- 
hama in  1852,  ending  centuries  of  Japanese  isolation, 
the  country's  elite  adopted  the  slogan  Datsu-ah,  ny-o,  or  "leave 
Asia,  enter  the  West."  Today,  143  yeai-s  later,  a  growing  num- 
ber of  Japan's  leaders  are  voicing  another  slogan:  Datsu-o, 
nyu-ah,  or  "leave  the  West,  enter  Asia."  It  is  the  beginning  of 
a  historic  shift,  and  it  would  be  wise  for  Washington  to  take  a 
moment  out  from  its  wrangling  over  domestic  policy  to  cast  a 
watchful  eye  east  (page  108). 

Already,  there  ai'e  signs  of  danger.  Japanese  negotiators 
ai'e  taking  an  in-your-face  approach  to  the  upcoming  auto  talks 
with  the  U.  S.,  and  the  American  side  is  shocked  at  their  rude- 
ness. Japanese  investoi-s  are  pulling  back  from  U.  S.  stocks, 
bonds,  and  real  estate.  Japanese  business  and  government 
leaders  increasingly  deride  Western  culture  and  boast  of  ha\'ing 
"Asian  values,"  such  as  discipline,  devotion  to  the  family,  and 
primacy  of  the  group  over  the  individual.  Politicians  quietly  side 
with  Asian  regimes  against  the  U.  S.  over  human  rights,  while 
bureaucrats  help  build  mercantile  economies  in  Japan's  image. 

But  most  of  all,  the  Japanese  ai'e  shifting  theii"  investments. 
In  a  mammoth  swing  away  from  the  U.  S.,  Japanese  dii'ect  in- 
vestment is  pouring  into  China,  Indonesia,  Thailand,  and  other 
Asian  countries.  At  $64  billion,  it  is  thi'ee  times  that  of  the  U.  S. 
and  growing.  Increasingly,  Japanese  companies  ex]}oit  from  ihe 
Four  Tigei*s  and  China,  escaping  the  costs  of  a  high  yen. 

None  of  this  is  accidental.  Japan's  Asia-first  gambit  is  the  log- 
ical outgrowth  of  the  countiys  adamant  refusal  to  deregulate 
and  transfoiTO  itself  into  a  Western-style  consumerist  society 
that  imports  as  much  as  it  exports.  Despite  incessant  prodding 


by  the  U.  S.,  Japan  remains  a  producer-dominated  cult 
Powerful  corporate  and  bureaucratic  elites  are  bent  on  gai 
global  mai-ket  share  and  are  using  Asian  partners  both  as 
port  platforms  and  markets  for  Japanese  goods.  The  supe: 
is  the  result.  Had  Japan's  refonnists  succeeded  in  deregul; 
the  economy,  the  yen  might  be  180  instead  of  88. 

Where  wUl  Japan's  Asia  tilt  lead?  For  Asia,  it  means  gi 
er  investment  and  growth,  but  at  a  price.  Unlike  nafL'^,  m 
is  a  dollar  bloc,  and  Eastern  Em-ope,  which  is  a  German  i 
bloc,  Japan's  new  sphere  of  influence  is  not  a  yen  bloc.  C' 
Indonesia,  and  Malaysia  are  borrovnng  enormous  sums  in 
but  theii-  exports  are  not  going  to  Japan,  they're  going  ti 
U.  S.  Hence,  they  must  pay  off  their  appreciating  yen  debt 
depreciating  dollars.  It's  a  ticking  financial  time  bomb. 

For  the  U.  S.,  Japan's  Asia  tilt  means  the  end  to  me; 
bilatei-al  negotiations  to  o])en  Japan's  economy.  The  U.  S. 
choice  now,  if  it  is  serious  about  cutting  its  trade  deficit, 
focus  on  its  own  domestic  market.  Washington  should  co: 
ending  all  free-trade  zones  in  Ohio,  Kentucky,  and  Tennei 
Japanese  car  companies  that  allow  them  to  import  fo: 
components  virtually  duty-fi:'ee.  It  must  then  insist  they  bi 
mestically  made  parts,  which  are  cheaper  anyway. 

Japan  is  not  the  only  coimtry  shifting  gears  in  the  pos 
wai"  era.  The  U.  S.,  after  all,  is  edging  away  from  Ei 
But  Japan's  tilt  has  disquieting  resonances  for  Asians  as  w 
Americans.  This  is  the  second  time  in  the  20ch  centurj 
some  Japanese  elites  have  promoted  a  pro-Asian,  anti-We 
identity  for  theii'  nation.  The  fii^st,  sadly,  was  canned  tc 
Surely  the  Japanese  are  wise  enough  to  learn  from  hist( 


NET  PORN:  LET  PARENTS  DO  THE  POLICING 


Cybersmut.  Denizens  of  the  Internet  know  there's  plenty  of 
it  online,  some  of  it  tame,  some  of  it  degrading  and  dis- 
gusting. Cyberspace  knows  no  geogi-aphical  bounds,  so  Net  cog- 
noscenti can  tap  into  hard-core  images  from  anywhere,  watch- 
ing pictures  that  approach  snuff  movies  in  their  gi'otesquerie. 

Enter  the  children,  probably  the  most  computer-hterate 
group  in  America.  Comfortable  with  the  technology,  having 
grown  up  with  it,  kids  prowl  the  Net,  finding  easy  access  to  all 
kinds  of  hard-core  pom. 

Senator  J.  James  Exon  (D-Neb.)  wants  to  censor  the  Net 
to  protect  kids.  His  Communications  Decency  Act,  an  amend- 
ment to  an  omnibus  telecom  reform  bill,  would  make  it  a 
crime  to  transmit  "obscene,  lewd,  lascivious,  or  indecent" 
images  over  the  Net.  Good  intentions  notwithstanding,  Exon's 
biU  is  the  vrrong  solution.  Parental,  not  governmental,  super- 
vision is  the  answer.  It's  impossible  to  control  tens  of  thou- 
sands of  interconnected  networks  with  information  flowing 
among  30  milHon  computers.  It  is  not  impossible  for  fathers 
and  mothers  to  monitor  what  their  kids  do  in  front  of 


their  computers  just  as  they  monitor  their  TV  vie 

Here's  the  solution.  The  three  major  online  sei-vices, 
ica  Online,  CompuSei-ve,  and  Prodigy,  all  have  parental-c 
devices  that  restrict  access,  especially  to  chat  rooms, 
should  use  them.  Parents  can  restrict  kids  fi'om  receivi 
stant  messages  and  fi-om  conducting  one-to-one  chats  in  p 
rooms. 

There's  no  way  to  stop  the  flow  of  pictures  being 
back  and  forth  as  E-mail,  but  children  who  do  not  havt 
own  screen  names  must  fii-st  get  Mom  or  Dad  to  get  th< 
fine.  Finally,  cutting  back  on  direct  access  to  the  In 
means  curbing  the  raunchiest  stuff.  Don't  give  your  kids 
arate  Internet  account.  Let  them  come  to  you. 

The  Net  is  already  aflame  with  organized  efforts  to  st 
government  censorship.  But  libertarian  principles,  v 
though  they  may  be,  do  not  provide  sufficient  answers 
problems  associated  with  pornography  and  children.  The 
question  that  supervision  is  needed,  but  it  should  com 
parents,  not  government  acting  in  loco  parentis. 
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Revolutionizing  an  industry  happens 
nee  in  a  lifetime.  Okay,  maybe  twice. 


7  hen  the  world  asked  for  color, 

Canon  responded  with  the 
lutionary  Color  Laser  Copier, 
ly  Canon  is  answering  your  color 
s  with  another  visionary  advance— 
]anon  Color  Laser  Copier  800 
700  color  solutions, 
"his  extraordinary  breed  of 
:rs  produces  images  so  sharp,  so 
,  they're  virtually  indistinguish- 
from  the  original.  And  Canon 
\ITS  are  highly  productive,  too. 
hey  make  a  swift  seven  full- 
copies  per  minute  on  a  variety 
aterials  including  card  stock. 


Auto-feed  OHP  transparencies 
efficiendy  by  cassette.  Make  multi- 
page  documents  effortlessly  with  the 
optional  Recirculating  Document 
Feeder  and  Sorter.  And  the  Color 
Laser  Copier  800  is  the  first  color 
copier  ever  to  offer  Auto  Duplexing 
for  automatic  two-sided  copies. 

You  can  also  transform  these 
exceptional  color  copiers  into  ultrafast, 
full-color,  plain  paper  printers  with 
optional  print  controllers  and  Intelli- 
gent Processing  Units  (IPUs),  so  you 
can  make  brilliant  color  output  directly 
from  your  computer  or  network. 


LASER  COP/ERBOO 


For  a  free  Color  Solutions  Guide 
that  will  tell  you  more  about  the 
Canon  Color  Laser  Copier  800  and 
700,  as  well  as  the  rest  of  our  color 
copier  line,  call  1-800-OK-CANON. 
When  the  rest  say  you  can't,  Canon 
says  you  can. 


o 


Canon  U.S.A.,  Int. 


Canon 


Cahh 
Scpti 


No,  we  haven't  suddenly  changed  on 
name.  We  remain,  yours  faithfully,  Cabl( 
and  Wireless  pic. 

But  look  beyond  the  name  on  the  doo 
and  you'll  discover  a  very  different  compan 
indeed.  In  fact,  even  "company"  might  b 
the  wrong  word. 

We're  a  Federation.  An  alliance 
free  thinking  and  largely  autonomo 
comj)anics  working  together  globally  b 
encouraged  to  operate  locally. 

Far  from  sitting  in  our  ivory  towe 
pulling    global    strings    we're  happie 
encoiu'aging  local  companies  with  loc 
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There  will  come 


a  time  when  everyone 
in  your 


0 


You  want  to  make  everyone  in  your  company  More  importantly,  with  NotesSuite,  you  will 

more  productive.  You  want  them  to  have  the  fully  realize  the  potential  of  your  people.  Everyone, 

information  they  need  to  be  smarter.  And  you  at  every  level,  will  be  a  contributor,  a  collaborator,  a 

want  to  help  them  work  better  together.  true  colleague.  Imagine,  for  example,  being  able  to 

And  you  don't  want  to  wait  until  next  year  or  expedite  the  budget  process  by  having  all  parties 
next  month  or  even  tomorrow.              ~  ~ 


NotesSuite  For  Team  Computing 


Well,  today's  your  lucky  day. 
Lotus*  introduces  NotesSuite." 
The  one  and  only  groupware 
suite  for  team  computing. 
Lotus  NotesSuite  is  five 


vs^;i.*'-iiyi4  NotesSuite  is  -^-2-3^  spreadsheet,  Ami  Pro'  word  processor, 
Approach*  database,  Freelance  Graphics'-  and  Organizer" 
personal  information  manager,  integrated  with  Lotus  Notes 
for  the  needs  of  team  computing.  And  only  NotesSuite  is 
enhanced  by  the  NotesSuite  Application  Collection,  ten  unique 
applications  to  make  your  teams  more  productive  today. 


LEADING  BUSINESS  SOFTWARE  APPLICATIONS  FOR 

THE  DESKTOP,  Optimized  for  networked  teams. 
They're  integrated  with  Lotus  Notes,®  the  groupware 


work  on  the  same  spreadsheet  simultaneously. 
Or  being  able  to  create  a  database  filled  with 
new  product  information,  sales  presentations  and 


standard,  and  the  NotesSuite  Application  Collection.  customer  profiles  that  can  be  accessed  remotely  and 

NotesSuite  will  not  only  help  people  create,  updated  continuously  by  members  of  a  sales  team, 

analyze,  produce  and  schedule  information,  no  matter  where  they  happen  to  be.  People  and 

but  it  will  also  help  people  share  it.  And  when  groups  of  people  will  feel  empowered.  Because, 

people  share  information,  they  become  a  team.  for  the  very  first  time,  they  are  empowered. 


With  NotesSuite,  you  will  fully  realize 
the  potential  of  your  desktop  and  network 
infrastructure.  In  fact,  companies  that  use  Lotus 


To  find  out  more  about  how  Lotus  NotesSuite  is 
helping  successful  companies  become  more  com- 
petitive, get  our  FREE  video, 


Lotus. 


Notes  have  realized  an  average  annual  return  on  invest-    "Team  Computing:  The  Art 
ment  of  nearly  200%!  Now,  with  the  integration  of       and  Science  of  Collaboration,"    Wol  killg Together ' 


SmartSuite,®  plus  ten  unique  applications  to  make 
your  teams  more  productive,  the  investment  in  Lotus 


by  calling  i-8oo-trade-up,  ext.  A724.*  Your  com- 
pany can  be  using  Lotus  NotesSuite  for  as  little 


NotesSuite  is  one  you  can  hardly  afford  not  to  make.      as  $299.+*  Do  it  today,  the  team  is  counting  on  you. 

Explore  Lotus  on  The  World  Wide  Web  at  http://www.lotUS.COni.  'in  Omada  call  1-800-GO-LOTUS-  fSaum:  "Lotus  NfU-s:  Agent  of  change."  Internattonal  Data  Lorporatioti.  1^94. 
tt  per  user  license  for  Lotus  NolesSaite  Desktop.  Mtnnnum  purchase  of  fifty  licenses  required.  ©1995  Lotus  Development  Corporation,  55  Cambridge  Parkway.  Cambridge.  MA  02142.  All  rights  reserved. 
Lotus,  Working  Together.  Lotus  Notes,  SmanSuite,  1-2-S.  Ann  Pro.  Approach  and  Freelance  Graphics  are  registered  trademarks  and  NotesSuite  and  Organizer  are  trademarks  of  Lotus  Development  Corporation. 
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FAT  WALLETS 


A  SMALL  TOKEN  OF  RJR'S  ESTEEM 


TALK  SHOW  t^I  have  been  there,  done  that,  and  it  is  not  m 

intent  to  do  what  I've  already  done." 

—  Craig  McCaw,  announcing  a  SI.  1  billion  investment  in 
Nextel,  helping  it  to  focus  on  radio  dispatch  instead  of  cellular 


RJR    NABISCO   HAS  DONE 

CEO  Charles  Haiper  a  dou- 
ble favor:  It  bought  liim  an 
annuity,  piincipal  undisclosed, 
estimated  at  around  $11  mil- 
hon  by  business  week.  And 
since  that's  a  taxable  gift,  RJR 
also  covered  the  $5..5  million 
tab  for  Uncle  Sam.  Overall, 
Haiper,  67,  bagged  $10.5  inil- 
lion  in  cash  and  bonus  j^ay  for 
1994,  not  counting  the  annuity 
and  Ms  regular  futiu'e  pension 
payout  of  $1  inillion. 

Compensation  consultants 


HARPER:  $16.5  Hullioii  man 

say  the  rjr  annuity  tax  pay- 
ment, disclosed  in  the  latest 
proxy,  is  unusual.  More  often, 
companies  set  up  an  in-house 
retirement  fimd,  which  is  tax- 


able only  when  the  exec  dips 
into  it.  "The  risk:  The  fund 
might  be  axed  if  the  benefici- 
ary is  fired.  By  contrast, 
Haiper  owais  Ms  annuity.  Pi-e- 

decessor  Louis  Gerstner, 
I  now  IBM's  head,  had  the 
h  same  deal,  rjr  says. 

Since  the  .$.5.5  million  tax 
tab  PJR  paid  is  coimted  as 
income,  Haiper  presumably 

I  must  pay  taxes  on  it.  RJR 
^  wouldn't  comment  on  tMs. 

Still,  that's  a  lower  bill  than 
on  the  $11  million  annuity. 
One  of  the  few  with  the  same 
setup:  just-retired  ceo  William 
Alley  of  American  Brands, 
wMch  paid  .$4.7  million  in  tax- 
es over  the  past  two  yeai's  for 
Ms  retirement  fund.  □ 


TRADING  PLACES 

PUniNG  PESOS 
BACK  IN  THE  PITS 

COULD  FUTURES  CONTRACTS 

help  smooth  out  the  wild 
swings  in  the  peso?  The  Chi- 
cago Mercantile  Exchange 
is  about  to  find  out.  On  Apr. 
25,  pit  traders  will  likely 
add  the  peso  to  the  seven 
other  currency  futures  con- 
tracts offered  on  the  Merc. 

The  move  wall  probably  be 
welcomed  by  corporations 
and  others  who 
CURRENCY      have  been  wMp- 
FUTURES       sawed   by  the 
jonlracts  trad-    market  since 
ed,  daily  avg.,     December,  when 
.J'^!br^"L,^    Mexican  officials 
)MARK  56,006     stopped  prop- 

rEN""""44T58'  l^'f 
.   currency.  A  ru- 

>WISS  1 nyps  contract 

:RANC  _28.20A  enables  an  ex- 
'ESO      1,000-    poller  due  to  be 

 ^I'l'lll    P^'<^1  i"^  pesos  in 

Est  initiaUolume,  April  three  months  to 
lATA  CHICAGO  MERCANTILE    hedge  against  a 

—E.BUSINESSWEEK     ^j^^^.^^  ^,^.^^3 

the  peso.  Hedging  theoreti- 
cally diminishes  panic  buying 
and  selling  in  the  cash  cur- 
rency market.  "The  futures 
market  is  an  essential  com- 
plement to  a  floating  peso," 
says  one  Mexican  official, 
Francisco  Gil  Diaz,  a  deputy 


governor  at  the  Bank  of 
Mexico. 

Imtial  trading  is  expected 
to  be  light — no  more  than 
5,000  contracts  daily.  That's  a 
far  cry  from  trading  in  the 
Big  Three:  yen,  German 
marks,  and  Swiss  fi^ancs.  But 


it's  sigMficant  that  the  Merc  is 
going  ahead  at  all.  The  Merc 
abandoned  ti'ading  in  peso  fu- 
tures in  1985.  One  factor: 
Mexican  officials  felt  the  trad- 
ing was  hmting,  rather  than 
helping,  their  peso  pohcies. 
Geri  Smith  and  Greg  5« 


THE  LIST  JOCK  MARKET 


Sports,  as  the  now-ending  baseball  strike  re- 
minds us,  is  a  business.  For  many  owners, 
a  sports  franchise  is  a  key  part  of  a  di- 
versified company.  Most  corporate 
owners  are  media-entertainment 
outfits.  So  Greg  Maddux'  pitching 
prowess  for  the  Atlanta  Braves — 
owned  by  Turner  Broadcasting — is 
fodder  for  the  Turner-owned  tbs 
SuperStation.  The  latest  addition  to 
the  corporate  roster:  Disney's  Mighty 
Ducks  of  Anaheim  in  1993.  Today,  satellite-service  provider 
COMSAT,  which  is  expanding  into  entertainment  and  owns  the 
Denver  Nuggets,  is  in  the  market  for  a  hockey  franchise. 

CORPORATE-OWNED  SPORTS  TEAMS 

100%  owners  of  professional  teams 


RULES  &  REGS 

A  RAW  DEAL  FOR 
MEAT  PACKERS? 


THE    MEAT  INDUSTRY 

tussling  with  the  feds  OV' 
the  best  way  to  root  out  co 
tamination.  The  backdro 
public  fear  over  food  poiso 
ing,  such  as  the  1993  outbrei 
at  Jack  in  the  Box  resta 
rants  that  left  two  custome 
dead.  At  issue:  The  Clint( 
Administration  wants  the  i 
dustry  to  fork  over  $106  m 

m 


MADDUX:  TBS' 
golden  arm 


COMPANY 

PRIMARY  BUSINESS 

TEAM 

SPORT 

ACKERLEY 

Broadcasting 

Seattle  Supersonics 

Basketball 

ANHEUSER-BUSCH  Beer 

St.  Louis  Cardinals 

Baseball 

COMSAT 

Satellites 

Denver  Nuggets 

Basketball 

MOLSON 

Beer 

Montreal  Canadiens 

Hockey 

TRIBUNE 

Newspapers 

Chicago  Cubs 

Baseball 

TURNER 

Broadcasting 

Atlanta  Braves 

Baseball 

VIACOM 

Broadcasting 

Florida  Panthers 

Hockey 

WALT  DISNEY 

Films 

Anaheim  Mighty  Ducks 

Hockey 

lion  yearly  to  help  pay  for  ti 
9,000  inspectors  who  curre: 
ly  are  on  the  governme| 
payroll — at  no  cost  to  m- 
and  poultry  processors.  T] 
industry  is  balking  at  t 
proposal,  saying  its  not 
good  use  of  money  becau 
the  inspectors  can't  spot  sor 
impurities  visually. 

The  industry  puts  mo 
faith  in  new  microbial  testi 
technology,  coming  onii 
over  the  next  three  years 
gizmos  the  Agiiculture  De 
strongly  endorses.  Eager 
cabn  public  concerns,  the  mf 
packers  are  even  willing 
pick  up  the  .$734  million  t 
for  the  devices  and  other  n^ 
plant-cleanUness  procedure 
But  the  industry  resis 
underwriting  the  usda 
spectors,  a  question  that  lil 
ly  will  come  before  Congrf 
this  year.  Says  Sara  Clar 
spokeswoman  foi'  the  Am€ 
can  Meat  Institute,  rep: 
senting  meat  processo 
Don't  make  us  pay  for  a 
nosaur  program."  The  usi 
though,  argues  that  the 
spectors  will  still  be  neec 
to  validate  the  high-t€ 
tests.        Mary  Beth  Reg 


it; 

llfll 
'lit 
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isy  to  see  how  the  new  Canofile  510  electronic  filing  system 
(s  up  to  ordinary  manual  filing.  But  how  well  does  it  stack 
other  electronic  systems?  So  beautifully,  we  hardly  know 
to  begin. 

act  is,  the  compact,  Canofile  510  is  the  fastest,  easiest 
nent  filing  system  of  its  kind.  With  just  the  stroke  of  a 
pen,  it  allows  you  to  scan— front  and 
back — a  quick  50  pages  per  minute.  All 
you  do  is  mark  the  appropriate  boxes 
on  our  easy-to-use  Canofile  Registration 
Sheet  then  sit  back  at  your  large,  tilt- 
screen  display  and  relax.  The  system 
automatically  does  the  rest, 
.nd  you  never  have  to  worry  about  how  much  you  file, 
sach  interchangeable  Canon  5.25 "  Magneto  Optical  Disk''" 
ts  up  to  13,000  documents,''"''  there's  virtually  no  limit  to 
imber  of  documents  this  system  can  store. 
)f  course,  once  your  files  are  scanned  in,  the  Canofile  510 
'on  every  file-management  advantage  you  can  think  of.  Our 


Diskfile  502M  s-ild  separately. 
nCClTT#l  Chart. 

Drive  5001S.  CFView  and  CFlndex  are  trademarks  ot  Canon  Information 

.  All  other  trademarks  are  of  their  respettive  corporations.  ©  1994  Can(jn  U.S.A.,  Inc.' 


ititui  Sheets  make  filing 
more  effiaatt 


Post  Indexing  feature  lets  you  file  documents  by  name,  number, 
date  or  any  combination.  It  allows  you  to 
retrieve  documents  in  an  instant,  view  them  in  full 
on  the  LCD  display,  even  copy  them  to  other 
disks.  Plus  when  the  Canofile  510  is  used  in 
tandem  with  the  Canon  Fileprint  300,  you 
can  make  eight  crisp,  clear  laser  printouts 
every  minute. 

File  or  retneve  at  M-v  IBM  PC  -ri  /-i    riA    i  i  i 

or  compatible  Cauoiile  510  also  makes  snaring 

files  a  cinch  too.  Not  only  can  you 
index,  scan  and  view  documents  at 
the  system  itself,  but  at  any  office 
IBM'"'  PC  or  compatible  using  optional 
CFView  '  and  CFIndex"  software  (for 
Windows")  and  an  external  Magneto 
Optical  Disk  Drivel  The  Canofile  510 
even  lets  you  retrieve  and  view  files  from  the  Canofile  250. 

Need  more  reasons  to  purchase  the  Canofile  510?  Call 
1-800-352-8333  ext.  280.  We've  got  tons  of  them. 


Chuuii'  Li  \  iiir  Cf Index 
software  for  Windows 


Canon 


Up  Front 


JUNKETS 

DRUGMAKERS  HEAD 
BACK  TO  THE  SUN 

it's   back  to   fun    IX  THE 

sun  for  drug-makers.  Last 
year,  with  the  Clinton  White 
House  talking  about  cracking 
down  on  drag  price 
hikes,  the  PhaiTna- 
ceutical  Re 
search  &  Man- 
ufacturers of 
America 
(PHRMA)  aban- 
doned such 
tony  resorts  as 
Boca  Raton,  Fla 
and  Scottsdale,  Ariz 
to  hold  its  annual  meeting  in 
Washington.  They  wanted  to 
project  a  more  business-like 
image  while  in  the  thick  of 
the  health-cai-e-refonn  debate. 
Well,  friendly  Republicans 


rule  Congress  now,  and 
health-care  reform  is  dead. 
So  PHRMA  has  New  York's 
Plaza  Hotel  slated  for  '96  and 
a  return  to  Boca  in  '97. 
Washington  didn't  save  the 
gi'oup  money.  And  this  year's 
capital  confab  drew  only  175 
paying  people,  where  some 
300  might  come  to 
Florida.  "Much  as 
I  love  D.C.," 
says  PHRMA 
President  Ge- 
rald Mos- 
singhoff,  "it's 
not  Boca  in  the 
early  spring." 
A  sign  of  the 
new  mood:  At  the  re- 
cent meeting,  a  SmithKline 
Beecham  executive  got  big 
laughs  during  his  slide  pres- 
entation by  showing  a  shred- 
ded picture  of  Hillary  Rod- 
ham Clinton.    Joseph  Weber 


PAPER  PLAYS 


DOING  WELL  BY  DOING  GOOD 


DOES    THE  STEELY-EYED 

stock  market  appreciate  com- 
panies with  good  affirmative- 
action  records?  Yes,  says  a 
new  study  tracking  34  public- 
ly traded  companies  that 
were  awarded  the  U.  S.  La- 
bor Dept.'s  Exemplary  Vol- 
untary Effort  Award.  Each 
one's  stock  price  enjoyed 
an   uptick   the   day  after 

Affirmative 
Market  Action 

Stock  uptick  after  news  of 
U.S.  Labor  Dept.  's  awards  for 
affirmative  action 


OPENING 
PRICE 


CLOSING 
PRICE 


INCREASE 


79M     80K  /2 

Awarded  Sept.  17,  1992 


TENNEGO 


Awarded  Sept.  19,  1991 

25      25%  Vs 

Awarded  Oct.  23,  1990 

DATA:  ACADEMY  OF  MmCEMENT  JOURNAL. 
BLOOMBERG  FINANCIAL  MARKETS 


the  award  was  announced. 

Ti-ue,  these  hikes  only 
ranged  from  M  to  'A..  But  they 
were  statistically  significant, 
says  the  study  in  Academy 
of  Management  Journal.  The 
awards  studied,  from  1986 
through  1992,  were  given 
during  all  kinds  of  mai'kets. 

One  of  the  four  re- 
searchers, University  of 
Memphis  Professor  Peter 
Wright,  thinks  that  Wall 
Street  rewards  companies 
able  to  attract  and  maintain 
diverse  workforces,  since  mi- 
nority employees  will  be  an 
increasing  presence.  Hugh 
Johnson,  chief  investment  of- 
ficer at  Fii'st  Albany,  specu- 
lates that  stock  traders  may 
have  concluded  that  socially 
conscious  institutional  inves- 
tors, such  as  churches,  would 
view  the  awards  as  a  buy 
sign.  Another  possibihty:  It's 
seen  as  unlikely  the  winning 
company  will  face  some  cost- 
!v  federal  mandate  over  em- 
pl  )yment  practices.  And  ab- 
sent any  other  news,  good 
news  often  boosts  a  stock,  n 


DRAWN  &  QUARTERED 


CAPITAL  OFFENSES 

VOLUNTARY  TERM 
LIMITS?  YOU  FIRST 

A  GENERATION  GAP  OF  SORTS 

has    opened    up  between 
House    Republicans  over 
term  limits.  Now  that  the 
constitutional  amendment 
on  the  issue  has 
met    defeat,  nine 
rookie  and  second- 
term  House  mem- 
bers are  pushing  foi- 
voluntary  term  lim- 
its. They  are  willing 
to  vow  they  will 
leave  Capitol  Hill 
after  six  terms  (12 
years).  The  group, 
led  by  Republicans 
Bob  Franks  of  New  BOEHNER:  Dotit 
Jersey  and  Stephen  com  fort  the  foe 
Largent   of  Okla- 
homa,  is  challenging  other 
lawmakers — Republicans  and 
Democrats — to  follow  suit. 

Guess  what?  They  have 
found  no  takers  among  Re- 
publican leaders,  including 


House  Speaker  Newt  Gir 
rich  (R-Ga.),  now  servi 
his  ninth  term,  and  Hou 
Majority  Leader  Richa 
Ai-mey  (R-Tex.),  a  si.x-ter 
er.  Could  it  be  the  C 
Guard  smells  a  plot  by  t 
Young  Turks  to  move  up  t 
leadership  ladder  faster 
the  senior  members  mo 
aside? 

The    OOP's  C 
Guard  has  its  o^ 
rationale  for  opp( 
ing  pui'ely  volunta 
term  limits.  Foi 
term  Represent 
five  John  Boehn 
of  Ohio,  the  fourt 
ranking  House 
publican,  explai 
that  top  Repub 
cans  would  be  fo 
ish  to  agree  to  wl 
is  essentially  poli 
cal  suicide  unless  the  foi 
on  the  other  side  of  the  ai; 
do  the  same.  Says  Boehni 
"I     have    never  belie 
ed  in  unilateral  disarn 
ment."  Richard  S.  Dunhc 


THE  BIG  PICTURE 


Making  cellular  calls  is  getting  cheaper,  down 
43%  since  1988.  One  reason:  There  are  a  lot 
more  customers,  24  million  now,  compared 
with  2  million  in  1988.  A  lot  more  cellular 
companies  are  around,  too,  so  price 
•  competition  is  heavy. 


noo- 


60- 


TALK 
IS  CHEAP 


40-  AVERAGE  MONTHLY 
^    CELLULAR  PHONE  BILL 

0  


'90        '91        '92        '93  '94 

DATA  CELLUUR  TELECOMMUNICATIONS  INDUSTRY  ASSN 


A  DOLLARS 


FOOTNOTES  Laid-off  executives'  average  former  salary,  vs.  new  pay:  men,  $80,000,  vs.  $75,000;  women,  $63,000,  vs.  $60,(19 
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Readers  Report 


PROFESSIONALISM 
AND  THE  CFTC 


I  am  wilting  in  response  to  yom-  aiti- 
cle  r-egarding  the  reorganization  of  the 
regional  offices  of  the  Commodity  Fu- 
tures Tr-ading  Commission  ("The  watch- 
dog who  barked  at  Hillary,"  News: 
Analysis  &  Commentary,  Mai-.  27).  I  am 
disappointed  that  although  I  had  sever- 
al conversations  with  your  reporter,  the 
article  contained  misleading  iiiformation, 
distortions,  and  innuendo. 

As  a  result  of  an  exhaustive,  four- 
month  study  of  the  commission's  en- 
forcement processes,  I  decided  to  recom- 
mend to  the  commission  several 
structui'al  and  jjersonnel  changes,  which 
included  reassigning  Dennis  A.  Klejna, 
in  order  to  strengthen  our  enforcement 
progi-am.  (I  refer  you  to  business  week 
articles  on  Oct.  3  and  24,  1994,  criticizing 
the  progi'am.) 

On  Feb.  17,  1995,  members  of  my 
senior  staff  and  I  briefed  each  member 
of  the  commission  on  the  study  and  my 
decision  and  asked  whether  they  would 
support  the  changes  I  r-ecommended, 
including  the  reassignment  of  Mr. 
Klejna.  The  commission  unanimously 
supported  the  changes.  Because  the  pur- 
pose of  my  conversation  with  Commis- 
sioner Bai'bar'a  Holum  was  to  brief  her 
on  the  reassigTiment,  it  is  absurd  to  sug- 
gest that  the  conversation  caused  the 
reassignment. 

On  Feb.  21  (not  Mar.  8,  as  your  arti- 
cle states).  Ml-.  Klejna  was  asked,  as  a 
result  of  the  review  and  the  commis- 
sioners' unanimous  agr-eement,  to  as- 
sume the  newly  created  position  of  re- 
gional director  for  the  New  Yor'k 
regional  office.  Any  suggestion  that  this 
reassignment  was  based  on  any  i-eason 
other-  than  improving  the  efficiency  and 
credibility  of  the  commission  is  com- 
pletely unfounded  and  false. 

As  you  state  in  your  article,  "busi- 
ness WEEK  has  no  evidence  of  White 
House  meddling."  Unfortunately,  this  ac- 
curate statement  is  buried  several  para- 
graphs into  the  story.  In  addition,  though 
the  aiticle  does  not  specifically  state  that 
the  reassigTiment  was  politically  moti- 
vated, the  tone  of  the  story,  coupled 


CORRECTIONS  &  CLARIFICATIONS 

In  the  alphabetical  list  of  companies  fo 
"The  BUSINESS  WEEK  1000"  (Cover  Story,  Mar 
27),  the  correct  address  for  Electronic  Dat< 
Systems  is  5400  Legacy  Dr.,  Piano,  Tex. 
75024.  The  correct  phone  number  is  21^ 
604-6000. 

In  a  chart  accompanying  "Laurels  fo 
long-distance  runners"  (Cover  Story,  Mar 
27),  the  average  1994  earnings  per  shan 
for  the  BW  1000  should  be  $2.42;  the  av 
erage  earnings  estimate  for  1995  should  b( 
$3.11. 

The  caption  with  a  photograph  on  the  Tabl( 
of  Contents  page  (Apr.  10),  should  havf 
identified  Nomura's  star  trader  as  Ethat 
Penner. 

"At  last,  a  green  lawn  mower"  (Develop 
ments  to  Watch,  Mar.  13)  misstated  the  En 
vironmental  Protection  Agency's  estimate  fo 
the  pollution  generated  by  lawn  mowers  anc 
garden  equipment.  It  is  2%  to  5%  of  all  ai 
pollution,  not  20%. 


with  misleading  statements,  strong 
leads  the  reader  to  this  conclusion. 

Mary  L.  Schapi 
Chairm; 

Commodity  Futures  Ti-adii 
Commissi 
Washingti 

CUTTING  THE  BUDGET:  A  BULL'S- 
EYE  AND  ANOTHER  TARGET 


In  response  to  the  Mar-.  27  editori 
titled  "How  to  cut  a  cool  $1  trillior 
talk  about  a  bull's-eye.  That  article  h; 
the  most  sensible  list  of  spending  cuts 
ehminate  the  budget  deficit  I've  ev 
seen.  Did  you  send  it  to  the  Preside 
and  to  all  the  members  of  Congress? 

Jeff  Var-haJ 
Vadnais  Heights,  Min 

I  would  like  to  propose  another  ci 
tax  breaks  to  charities. 

Tax  breaks  for  charitable  contrib 
tions  are  a  very  wasteful  way  of  spen 
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The  Best  Ideas 
in  Business 

The  Financial  Times  and  Booz -Allen  &  Hamilton  are  pleased  to  announce 
the  establishment  of  the  Global  Business  Book  Awards  —  an  annual  opportunity  to 
bring  to  the  fore  innovations  in  business  thinking  and  ideas  that  have  a  major 
impact  on  business  decision  makers  around  the  world. 

In  regional  and  global  competitions,  the  Financial  Times  \  Booz-Allen  &  Hamilton 
Global  Business  Book  Awards  will  publicly  recognize 
and  present  prizes  to  the  year's  most  outstanding  business  books. 

Financial  Times  |  Booz-Allen  &  Hamilton 
Global  Business  Book  Awards 
The  Best  Ideas  in  Business 


FT 


BOOZ  ALLEN  &  HAMILTON 


For  more  information  on  the  Financial  Times  \  Booz-Allen  &  Hamilton 
Global  Business  Book  Awards,  call  +1-212-551-6288. 


ing  taxpayers'  money.  Mr.  X  donates  a 
painting  worth  $30  million  to  a  museum. 
We  reimburse  him  with  about  $10  mil- 
lion. I'd  rather  use  the  money  to  cut 
the  national  debt  or  improve  education. 

Undoubtedly,  many  charities  are  led 
by  noble  people  and  do  a  great  job  of  al- 
leviating some  of  society's  problems.  On 
the  other  hand,  many  officers  of  cer- 
tain organizations  draw  salaries  higher 
than  the  President's.  They  may  desei-ve 
it,  but  I  object  to  raising  the  national 
debt  to  pay  them.  The  fact  that  the 
number  of  U.  S.  charities  is  rapidly  ap- 
proaching half  a  million  may  hint  that 
there  is  an  economic  incentive  that  en- 
courages certain  individuals  to  develop 


TAKING  INTUIT  TO  TASK 

As  one  "who  follows  t  he 
Intuit  messageboard  on 
Prodigy,  I  know  I  am 
not  alone  in  encounter- 
ing continuing  errors . . . 
and  getting  no  response 
back  to  complaints." 


NOT-SO-HOT  INSTINCTS 

AT  INTUIT  

The  responsiveness  to  complaints 
about  eiTors  in  Tiu'boTax  discussed  in 
"Good  instincts  at  Intuit"  (News:  Anal- 
ysis &  Commentaiy,  Mai*.  27)  is  oveiTat- 
ed.  As  someone  who  follows  the  Intuit 
Inc.  messageboai'd  on  Prodigy,  I  know  I 
am  not  alone  in  encountering  continuing 
eiTors  (even  in  the  "con-ected"  version) 
and  getting  no  response  back  to  com- 
plaints. Intuit's  TYu-boTax  remains  a  sore 
point,  especially  for  those  of  us  who  are 
so  fond  of  Quicken.  Microsoft  may  find 
Tui"boTax  to  be  a  suprisingly  ill-behaved 
"^"^^  member  of  the  soon-to-be- 
adopted  Intuit  family. 

David  R.  Schleicher 
Arlington,  Va. 


charitable  organizations.  I  believe  that 
the  tax  break  is  the  main  incentive. 

I  estimate  that  the  cost  to  taxpayers 
from  tax  breaks  to  charities  is  $50  bil- 
hon  to  $100  billion  per  year.  We  could 
save  this  amount  if  we  ceased  reim- 
bursing those  who  contribute  to  char- 
ities. The  real  benefactors  don't  need  a 
tax  break  to  make  real  contributions. 

Nathan  Ron 
Bronx,  N.  Y. 

PLAYING  FAIR  WITH 

SBA'S  SET-ASIDE  PLAN  

Your  recent  stoiy  on  affirmative  ac- 
tion, "A  hand  up,  but  not  a  handout" 
(Social  Issues,  Mai*.  27),  cites  infoiTnation 
from  a  General  Accounting  Office  re- 
port about  contracts  the  Energy  Dept. 
(doe)  awarded  to  small  and  minority 
businesses  during  a  prior  Administra- 
tion. Current  leadership  at  doe  has  been 
a  stalwait  supporter  of  small  and  minor- 
ity businesses,  but  we  have  not  played 
favorites  with  8(a)  contracts,  as  sug- 
gested by  the  article. 

In  fact,  we  do  exactly  what  you  rec- 
ommend: cultivate  and  nuitui'e  minority 
suppliers.  Technical  help  and  manage- 
ment advice  doe  provides  has  increased 
8(a)  piime  contractors  fi-om  a  meager  19 
awards  in  '92  to  122  awards  in  '94. 

Corlis  S.  Moody 
Director 

Office  of  Economic  Impact 
&  Diversity 
Energy  Dept. 
Washington 


Is  it  better  to  be  eiror- 
free  or  to  have  good  PR 
and  "damage  control"?  If 
you  are  business  week, 
you  would  choose  the  latter 
and  buy  Intuit's  TurboTax. 

I  would  prefer  eiror-fi-ee 
and  would  therefore  choose 
Parsons  Technology's  TaxEdge.  They 
did  not  have  critical  errors  in  theii'  fed- 
eral program.  Wlien  they  did  have  some 
errors  in  a  California  State  package, 
they  FedEx-ed  new  disks  to  eveiy  user 
without  a  customer  request.  Maybe  In- 
tuit should  take  some  lessons  fi'om  its 
subsidiaiy. 

Brad  Roberts 
Palo  Alto,  Calif. 

I  take  strong  exception  to  yom*  com- 
mentaiy  "Good  instincts  at  Intuit."  One 
selling  point  that  Intuit  pushes  for 
Tiu-boTax  is  that  it  is  fully  compatible 
with  Quicken.  Yet  the  bug  I  encoun- 
tered, limiting  a  list  of  capital-gains 
transactions,  generated  by  Quicken,  to 
53,  appears  to  be  of  no  interest  to  In- 
tuit. Generating  more  than  53  items  of 
short-term  capital  transactions  is  not 
uncommon  if  you  own  several  mutual 
funds  that  generate  monthly  dividends 
that  are  reinvested. 

One  would  expect  that  business 
WEEK  would  do  more  than  take  Intuit's 
word  on  what  it  is  doing  to  correct  a 
serious  problem  before  writing  such  a 
puff  piece. 

Moiris  Zusman 
Bethesda,  Md. 

PUBLIC  SUPPORT  FOR 
PRIVATIZING  SOCIAL  SECURITY 

I  rarely  agree  with  Paul  Craig 
Roberts'  views,  but  I  do  agi-ee  with  his 
suggestion  in  "A  Social  Security  sys- 
tem that's  putting  America's  to  shame" 
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(Economic  Viewpoint,  Mar.  27)  that 
cial  Secui-ity  be  privatized.  I  am  31, 
I  seriously  question  the  viability  of  t 
system  by  the  time  I  plan  on  retiri: 
My  wife  and  I  both  contribute  to  o 
401(k)  programs  at  work,  and  we  all 
make  nondeductible  ira  contributio 
to  the  best  of  our  financial  capabilr 
A  quick  calculation  shows  that  if 
could  contribute  15.3%  of  earnings  (S 
cial  Security  plus  Medicare  contrib 
tions  from  employer  and  employee)  u 
til  I  reach  the  age  of  65,  we  could  ea 
more  than  $500,000  for  every  $10,0 
in  earned  income  if  we  put  the  mon 
into  an  index  fund  and  realized  that  i 
vestment's  historical  returns  of  11.895 
This  would  certainly  take  care  of  o 
retirement  needs — and  increase  o 
take-home  pay  as  well  as  the  capit 
needed  for  private  investment.  The  sj 
tem  must  change  eventually;  why  not 
change  that  benefits  everybody? 

Michael  G.  Shum. 
Brighton,  Mai 
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Paul  Craig  Roberts'  case  for  privat 
ing  is  a  convincing  solution  to  the  Soc  ^ 
Security  debacle. 

When  the  world  financial  markets 
some  serious  political  support  in  Was 
ington  for  privatization  of  Social  Seci 
ity,  confidence  in  oiu'  countiys  resolve 
put  our  financial  house  in  order  vdll 
restored.  That  would  be  a  major  boc 
to  the  ailing  dollar.  Privatization  woi 
also  lower  the  cost  of  capital  by  addi 
billions  to  the  capital  markets.  The  i 
suiting  increase  in  investment  and  ec  f-t 
nomic  activity  would  create  jobs, 
pand  the  tax  base,  and  help  reduce  tP™? 
budget  deficit.  The  political  leader — a 
I  stress,  leader — who  can  sell  this 
the  public  should  have  a  bi-ight  futufe 
indeed. 

J.  Laui-ence  Jones  1 
Chariotte,  N 
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Books 


lEN  NATION 

mmon  Sense  About  America's  Immigration  Disaster 

Peter  Brimelow 
indom  House  •  327pp  •  $24 


PAKE  BACK 

(Om  TIBED,  YOUB  POOB 


Peter  Brimelow  is  a  fo'ebrand.  He 
is  an  immigi'ant  from  Britain,  as 
was  his  hero,  Thomas  Paine, 
lose  passionate  pamphlet  Common 
nse  helped  spark  the  American  Revo- 
:ion.  Brimelow  would  like  his  incendi- 
y  polemic.  Alien  Nation,  to  also  incite 
e  populace  to  act  against  what  he  sees 
the  gi'eatest  threat  facing  America 
day:  immigration. 

Alien  Nation's  opening  sounds  the 
irm  and  establishes  the  book's  ex- 
jmist  tone:  "There  is  a  sense  in  which 
rrent  immigration  policy  is  Adolf 
tier's  posthumous  revenge  on  Ameri- 
.  The  U.  S.  political  elite  emerged 
)m  the  war  passionately  concemed  to 
;anse  itself  fi'om  all  taints  of  racism  or 
nophobia.  Eventually,  it  enacted  the 
ochal  ImmigTation  Act ...  of  1965.  And 
is,  quite  accidentally,  triggered  a  re- 
wed  mass  immigration,  so  huge  and 
systematically  different  from  any- 
ing  that  had  gone  befoi'e  as  to  trans- 
■m — and  ultimately,  pei'haps,  even  to 
stroy — the  one  unquestioned  victor 
World  War  II."  Wow! 
Brimelow,  a  senior  editor  at  Forbes 
d  a  contributing  editor  to  the  Na- 
mal  Review,  certainly  has  a  keen 
ise  of  timing.  Immigration  policy  is  al- 
idy  the  subject  of  a  fierce  debate  that 
11  only  get  hotter  during  the  1996 
esidential  campaign,  especially  in 
ictorally  ci'itical  California.  The  de- 
te  also  feeds  into  the  battles  over  af- 
mative  action  and  multicultm'al  educa- 
m.  And  here,  right  on  time,  is 
imelow's  clear,  vigoi'ously  wiitten  vol- 
le,  constmcted  mostly  as  a  series  of 
o-immigi'ation  assertions  that  he  pro- 
3ds  to  flay. 

But  despite  Brimelow's  style  and  agil- 
,  this  is  an  unconvincing  book.  The 
thor's  reasoning  eventually  becomes 
sui'd  as  he  depicts  the  nefarious  immi- 
ant  at  work  behind  eveiy  high-profile 
;ial,  political,  or  economic  problem — 


ALIEN 
NATIG 


from  ci-ime  to  environmental  destraction. 
In  a  bizaire  digression,  for  example,  he 
remai'ks  that  if  Colin  Ferguson  hadn't 
emigi-ated  to  the  U.  S.,  the  25  commutere 
he  mowed  down  on  the  Long  Island 
Railroad  would  still  be  unscathed.  More 
important,  Brimelow  utterly  fails  in  his 
fmidamental  argument:  that  the  Ameri- 
can polity  will  disintegrate  as  it  becomes 
less  European  and  less  white — and  that 
only  by  closing  off  its  bordere  can  Amer- 
ica preserve  its  identity. 

Brimelow  gives  an  illuminating  legis- 
lative history  of  the  Immigration  Act 
of  1965,  wliich  tied  immigration  policy  to 
the  principles  of  nondiscrimination  and 
family  unity.  He  compares 
the  current  wave  of  immi- 
gration, which  has  brought 
record  numbers  of  legal 
and  illegal  newcomers  to 
the  U.  S.  in  the  past 
decade,  to  earlier  influxes 
to  American  shores.  And 
he  enthusiastically  attacks 
the  supposed  economic 
benefits  of  immigi'ation  (in 
the  process  indicting  a 
1992  BUSINESS  WEEK  Cover 
Stoi-y  co-authored  by  this 
reviewer). 

Is  immigration  neces- 
sary for  economic  growth?  Brimelow 
says  "certainly  not" — look  at  the  suc- 
cess of  xenophobic  Japan.  Moreover, 
economists  contend  that  the  traditional 
factors  of  production,  labor  and  capital, 
now  contribute  relatively  little  to  long- 
teirn  gi'owth:  It's  knowledge  and  innova- 
tion that  count.  So,  Brimelow  concludes, 
boosting  the  labor  force  through  immi- 
gration won't  do  much  good. 

The  trouble  is,  the  same  "accounting 
for  growlh"  model  that  Brimelow  cites 
also  suggests  why  immigration  can  still 
pay  off.  Throughout  U.  S.  histoiy,  such 
foreign-bom  entrej^reneurs  as  Andi-ew 
Carnegie,  backed  by  hard-working  im- 
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migi'ant  laborers,  have  unleashed  awe- 
some bursts  of  capitalist  innovation  and 
economic  growth.  Japan's  experience  is 
largely  iirelevant. 

Still,  Brimelow's  emphasis  isn't  on 
economics  but  on  culture.  Specifically, 
he  says,  a  nation  is  an  interlacing  of 
ethnicity  and  culture,  and  in  the  U.  S., 
that  has  historically  been  Eui'opean  and 
Anglo-Saxon.  He  fears  the  U.  S.  will 
bi'eak  down  as  white  Americans  become 
a  racial  minority  sometime  late  in  the 
next  century.  Unlike  earliei"  immigi'ants, 
he  asserts,  today's  won't  assimilate  be- 
cause of  affirmative  action,  bilingual  ed- 
ucation, and  multiculturalism. 

Brimelow  calls  for  drastic  action  to 
preserve  national  identity:  Sharply  re- 
duce legal  immigration — and  maybe 
even  cut  off  all  immigi'ation  for  tlu'ee  to 
five  years.  Seal  the  Mexican  border.  Be- 
gin a  second  Operation  Wetback,  the 
reviled  1954  drive  that  deported  thou- 
sands of  illegals.  Require  Americans  to 
cany  national-identification  cards.  Erect 
steep  baniers  to  naturalization,  perhaps 
even  by  amending  the  Constitution. 
In  all  of  this,  Brimelow  underesti- 
mates just  how  'vibrant 
and  dui'able  American  soci- 
ety is — and  he  demonizes 
immigi'ants  just  as  xeno- 
phobes  did  in  the  1850s 
and  1920s.  Intermarriage 
rates,  a  vital  indicator  of 
assimilation,  are  the  high- 
est in  decades.  And  most 
immigrants  still  come  to 
the  U.  S.  to  work  and  raise 
families.  Indeed,  there  has 
been  no  weakening  in  the 
acculturating  effect  of  that 
central  American  institu- 
tion, the  workplace. 
Of  course,  immigration  policy  does 
need  an  overhaul.  For  example,  skilled 
and  educated  immigrants  should  have 
priority.  Wliile  illegal  immigration  is  a 
less  acute  problem  than  many  might 
imagine,  it  should  be  made  easier  to  de- 
port illegals.  And  bilingual  education 
must  not  handicap  the  very  students  it 
is  supposed  to  help.  There's  no  reason, 
however,  to  heed  Brimelow's  ugly  jere- 
miad. To  "save"  his  adopted  homeland, 
Brimelow  would  destroy  what  makes 
America  unique. 

BY  CHRISTOPHER  FARRELL 
Farrell  covers  the  economics  of 
immigration. 


BRIMELOW  SEES  THE  NEFARIOUS  IMMIGRANT 
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The 
reason 
we're  big 
news? 


Uniload  Helps  Acer  Deliver  Fresh  Technology 


Acer  keeps  popping  up  in  the  news.  We're  the 
comptiter  giant  with  record  19^^4  re\'enties  of  $5.2  billion  and  climbing.  And  because  we've  been 
steadil}'  meeting  and  surpassing  projections  for  years  now,  we're  suddenl}'  a  hot  topic  of  discussion 
around  the  world.  The  big  news  is  that  ex'en'  day,  we  delix'er  the  newest,  freshest  PC  technolog}'  to 
our  customers  around  the  world. 

Today's  PC  market  is  so  fast-paced  that  users  are  sometimes  bu\'ing  yesterday's  technology 
todaw  That's  old  news.  Acer's  novel  approach  is  a  process  called  Uniload,  which  enables  us  to 
build  fresh  PCs  daih'  at  50  manufacturing  sites  worldwide;  close  to  market  and  close  to  vou. 
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Ace  and  the  Acer  logo  are  registered  traaentarks  ol  Acer  Inc  All  olher  bi<ind<.  or  product  names  are  trademarks  or  registered  trademarks  of  their  respeciive  companies 
'C'l99f)  Acer  Inc  All  rights  reserved  Registered  under  the  laws  ot  the  United  Slates  of  America 


Our 
products 
are  never 
old  news. 


lis  revolutionar}'  and  highly  original  global  approach  to  operations  and  management  is  one  of 
cer's  keys  to  success. 

While  some  PC  companies  routinely  cany  inventor}^  levels  of  well  o\'er  100  days,  Acer  inventory 
/erages  less  than  half  the  industiy  standard  level.  So  when  you  buy  Acer,  you're  getting  the  freshest 
chnology,  not  product  that's  been  sitting  in  a  warehouse  for  months. 

Uniload  is  another  example  of  how  Acer  technology  improves  your  quality  of  life.  To  our 
mipetitors,  it's  another  challenge  to  keep  up  with  the  company  that's  setting  a  course  to  the 
p  of  the  PC  ranks. 

AceR 

Fresh  Ideas.  New  Ways  of  Thinking. 


rdcr  an  Act  r  system  or/or  a  retailcrnearvou.  call  f800^J91~ACER.  Acer  Xprcss  FnvBack  System  1-800-554-2494.  Acer  BBS  1-408-428-0140. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

AN  ONLINE  FEAST 
OF  BUSINESS  NEWS 


For  years  now,  traders 
and  others  whose  jobs 
depend  on  spht-second 
decision-making  have  had  a 
wealth  of  instant  information 
on  their  desktops.  In  a  world 
of  global  business  and  break- 
neck change,  fluctuations  in 
the  value  of  the  yen  or  policy 
moves  by  the  Bundesbank 
reverberate  fai'  beyond 
the  trading  room.  But 
relatively  few  business- 
people  have  had  desk- 
top access  to  such 
information. 

These  days,  there's 
less  and  less  reason  to  «.k< 
be  in  the  dark.  At  the 
simplest  level,  online  ^ 
services  such  as  Com-  E± 


bun'ow  down  through  sever- 
al layers  of  menus  to  find  the 
news  item  that  interests  you. 
Using  your  Web-browser 
software  to  leave  "book- 
marks" for  quick  reference 
to  favorite  topics  is  only  a 
partial  solution. 

Tw'O  new  specialized  dial- 
up  services  also  have  a  lot 
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puServe,  Prodigy,  and  WZ~1~1 
America  Online  offer  " 
news  from  wire  semces.  But 
the  stories  tend  to  be  little 
more  than  extended  head- 
lines, and  business  and  finan- 
cial information  get  short 
shrift.  Online  newspaper  ser- 
vices, such  as  The  New  York 
Times'  (a'times  on  aol,  are 
updated  only  once  a  day. 
FREEBIE.  A  few  intriguing  al- 
ternatives offer  information 
that  is  timelier,  more  de- 
tailed, or  both.  If  you  have 
access  to  the  Internet's 
World  Wide  Web,  NewsPage 
from  Individual  Inc. 
(http://www.newspage.com) 
offers  news  for  free.  News- 
Page  provides  information 
culled  from  a  variety  of  news 
sources,  including  the  Reu- 
ters wires,  with  an  empha- 
sis on  high-tech  industries. 
Individual  is  selling  sponsor- 
ship of  pages  to  companies 
rather  than  charging  users  a 
fee.  One  j)roblem  with  News- 
Page  is  it  opens  with  a  list  of 
topics  rather  than  current 
headlines.  You  often  have  to 


look  great  when  printed,  but 
I  found  them  hard  to  read 
on-screen. 

Personal  Journal  from 
Dow  Jones  &  Co.  is  a  very 
good  buy.  For  $12.95  a 
month,  you  can  call  in  for  a 
personalized  daily  download 
fi'om  a  limited  number  of  fea- 
tures in  The  Wall  Street 
Journal.  For  50(Z  per  call, 
you  can  update  the  report 
throughout  the  day  with  in- 
formation from  Dow  Jones 
news  services. 

One  new  offering  shows 
the  promise  of  online  sei-vices 
but  is  priced  for  companies 
only.  NewsEDGE  from  Desk- 
top Data  Inc.  (617  672-2400) 
pipes  information  from  the 
Kjsgi  sources  of  your  choos- 

^         ing  into  a  computer  on 

^        your   corporate  net- 
1  work.  This  "news  serv- 
er" then  supplies  the 
  data  to  Windows,  Mac- 
intosh, and  Unix  ma- 
chines  on  the  net. 
Jt"r     CALL     ME.     Once  I 
learned  the  fimction  of 
some  cryptic  icons  in 
^  the  Windows  version, 
 I  found  NewsEDGE  fast 


PRODUCT  PRICE 

NEWSEDGE  $300/year  plus  fees 

MEWSPflGE  ^  Free 

PERSONAL    $12.95/month  plus 
mmkL  50?/update 

PROFOONO   $19.95/month,  extra 
for  articles,  reports 

to  offer  the  business  news- 
hound.  Profound,  an  upcom- 
ing offering  from  Market 
Analysis  &  Infomiation  Data- 
base* Inc.  (212  750-6900),  com- 
bines a  variety  of  news 
sources  with  the  ability  to 
search  a  large  database  of 
worldwide  market-research 
reports.  The  service  costs 
$19.95  a  month  plus  $6.95  per 
hour.  Market-research  sum- 
maries are  included,  but  the 
full  reports  cost  extra.  Pro- 
found uses  Adobe  Inc.'s  Ac- 
i-obat  technology  to  give  doc- 
uments a  professional, 
typeset  appearance.  They 


and  easy  to  use.  You  find  in- 
formation by  subject,  key- 
word, or  stock  symbol.  You 
can  also  tell  the  progi'am  to 
alert  you — either  by  beeping 
or  by  opening  a  window — 
when  stories  of  interest  move 
across  the  wires. 

NewsEDGE  costs  about 
$300  per  user  pei-  year  for 
100  users,  less  per  user  for 
bigger  installations.  The  real 
cost,  however,  is  in  the  h- 
censing  fees  for  news.  Dow 
Jones's  comprehensive  Dow- 
Vision  service  of  news  and 
financial  data  costs  up  to 
$1,000  per  user  per  month. 
For  more  basic  service, 
Rnight-Ridder  Inc.'s  business 
newswire  costs  $6,500  a  year 
for  unlimited  usage. 

These  specialized  business- 
news  services  are  still  a 
small  piece  of  the  online 
world.  But  with  business  in- 
creasingly online — and  in- 
creasingly hungry  for  instant 
infonnation — youi'  choices  ai'e 
sure  to  gi'ow. 


BULLETIN  BOARD 


FLAT  PANELS 
NrCE  IMAGE.  BIG  PRICE 

Big  flat-panel  displays,  long  .  : 
feature  of  science-fiction  mo-'^? 
vies,  are  slowly  coming  closei,'  j, 
to  reality.  The  new  LCD1280  ' 
from  NEC  Technologies  (800  '  - 
632-4636)  is  a  13-in.  diago- 
nal active-matrix  screen — th 
biggest  of  its  type  available 


commercially.  The  resolution 
is  workstation-quality,  with 
brilliant  colors  and  flicker-fre' 
display.  But  don't  expect  big 
flat-screens  to  replace  crts 
any  time  soon.  Stiff  manufac 
turing  costs  dictate  an 
$11,755  price,  m.  hopes  to 
sell  the  LCD1280  for  medical 
imaging  and  aerospace 
use — and  perhaps  as  execu- 
tive status  symbols. 

PROGRAMMING 
IT'S  MAC  VS.  WINDOWS 

A  number  of  readers  took  me 
to  task  for  my  Apr.  3  column, , 
"Programming  without  tears.' 
I  said  Macs  are  harder  to  pro- 
gram than  Windows  machine* 
and  that  there  are  no  Mac 
equivalents  to  the  programs  I 
mentioned.  Professional  de- 
velopers are  right  that  the 
Mac  offers  first-rate  program 
ming  tools.  But  the  tools  I  fo- 
cused on  were  for  more  casu- 
al users.  Also,  Mac  programs 
are  pricey  and  sometimes 
hard  to  find.  Mac  fans  who 
aren't  intimidated  by  those 
drawbacks  should  look  at  Mai 
versions  of  Novell's  AppWare 
($500)  and  Allegiant  Technol- 
ogies' SuperCard  1.7  ($295). 


QUESTIONS?  COMMENTS?  techandu@mgh.eom  on  Internet  or  fax  (202)  383-2125 
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•  Stiiiuliinl  driver  & 
Jrunl  passenger  airbags 

•  Available  anii-lock  brakes 

&  traciion  coiindl 

'  Available  inlegrated  child  safety  seal 

•  Available  speed  sensiiive  steering 

•  Standard  air  conditioning 

•  Standard  four-wheel 
independent  suspension 

'  Available  .151  V-6,  24-valve 
overhead  cam.  214  hp 

•  New  Customer  One  Care''''  3 -year 
or  36,000-mile  bumper-to-biiinper 

arranty  and  3/36  Roadside  Assistance. 
See  limited  warranty  &  restrictions 
at  dealer.  Excludes  normal 
maintenance  &  wear  items. 

•  For  still  more  information,  call 
I-S00-4-A-DODGE. 

"Intrepid  ...a 
Consumers  Digest 
1995  Btslliiiy  " 


the  time 

it  takes 
to 

read  this 
headline, 


//  licudlv  seems  possihL'.  But 
Dodge  Intrepid  has  a  network  of 
(IS  niciny  as  fifty-five  data  sensors 
ami  lip  lo  seven  on-hoard  compu- 
ters that  can  process  two  million 
pieces  of  infonnation  per  second. 

It's  clever  enough  lo  select 
shift  points  for  optiinuin  fuel 
economy.  I'urn  off  interior  lights 
if  a  door  is  left  ajar.  And  even 
nniintain  the  inside  temperature 
you  waul  with  available 
aulonialic  Icniperaliire  control. 

It 's  amazing,  when  y(ni 
stop  and  think  about  it.  Bui  then, 
Intrcpid's  computers  work  so 
cpiicklv  ami  ef]icienlly...you 
probably  never  will. 

Intrepid 
The  New  Dodge 

A  DIVISION  OF  THE  CHRYSLER  CORPORATIOr  \  ^ 


Intrepid  can 
do  10  million  things. 


Create  multimedia  presentations. 
Crunch  financial  planning  scenarios. 
Manage  complex  documents. 
Share  ideas  face  to  face. 
Etc.,  etc.,  etc. 


Today  s  business  software,  from  suites  to  groupwiue,  places  great  demands  on  your  PC.  And  w 
even  more  sophisticated  programs  already  being  developed,  that  demand  is  only  going  to  increa 


IW5  Intel  Oirpiifdiion.  Por  mi>tc  intornialiun  on  the  Inlcl  Penluim  processor  laniily  conljcl  Intel  i>n  the  Inlernct  a(  http //www. Intel  com/priics/penlium/ 


Do  you  have 
the  power? 


ijnately,  an  Intel  Pentium'  processor-based  PC  gives  you  the  power  to  mn  today' 
:  demanding  PC  software  while  still  having  plenty  in  reserve  for  tomoiTow's. 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


THE  BRAVE  NEW  TELECOM  WORLD 
STILL  NEEDS  A  REFEREE 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  an6  author  of  The 
End  of  Laissez-Faire 


The  Senate's  telecommunications  bill, 
drafted  by  Commerce  Committee 
Chairman  Larry  Pressler  (R-S.  D.), 
might  seem  a  grand  bargain.  Freed  fi'om  reg- 
ulatory shackles,  emerging  super-industries 
will  enter  each  other's  markets:  Local  Bell 
operating  companies  will  offer  long-distance 
service.  Long-distance  carriers  will  contest 
local  phone  markets.  Likewise,  cable  compa- 
nies and  even  electric  utilities.  Phone  compa- 
nies may  merge  with  cable  operatoi's,  wireless 
competitors  can  access  the  local  phone  grid, 
and  eveiybody  can  venture  jointly. 

But  in  its  eagerness  to  promote  competi- 
tion, this  bill  could  actually  undermine  it. 
The  mistake  is  to  assume  that  lingering  mar- 
ket power  will  disappear  overnight.  A  new 
era  of  competition  in  telecommunications  is 
sui'ely  in  the  offing,  but  the  de\dl  is  in  the  de- 
tails. Huge  areas  of  monopoly  power  sui-vive 


in  this  business.  The  local  phone  monopo 
usually  a  Baby  Bell,  still  controls  over  99% 
local  markets.  If  you  want  to  get  into  t 
telephone  business,  you  fii"st  need  access 
its  switches.  Veiy  dense  areas  such  as  Mj 
hattan  boast  wireless  options  for  basic  pho 
sei-vice,  but  not  in  most  of  the  coimtiy.  Eve 
tually,  cable  companies  may  become  dirt 
rivals.  But  that  will  take  many  years.  In  t 
meantime,  cable  companies  and  phone  comp 
nies  may  merge,  leaving  one  wire  to  t 
customer. 

The  danger  is  that  regulated  monopoly  w 
give  way  to  unregulated  monopoly,  especia 
in  local  phone  ser-vice.  The  Senate  bill  tries 
mandate  fair  competition  by  specifying 
checklist  of  measures  that  must  be  met  1: 
fore  local  phone  service  is  deemed  fully  co: 
petitive.  Only  then  can  the  Baby  Bells  ft'ec 
go  into  the  long-distance  business,  and  or 


Attractive,  Affordable,  Available: 
Ceco  Pre-Engineered  Buildings  ; 

For  neaily  five  decades  we  have  spaialized  in  pmviding  atti-active  pne-engineered  buildings  with 
quality  metal  rook,  all  at  predictable  prices  and  constaiction  schedules.  We  aie  Ceco  Building 
Systems,  recognized  nationally  by  many  of  the  Foitune  500  companies  and  available  locally  tliiTOugh 
authorized  Ceco  buildere.  Dial  1-80(>474-CECO.     .^/  \  ■       :      .      -v  / 

Poracopyof  i  J- ■:. -'^'^-  .^ 
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Crossroads  '95  will  take 
your  computer  systems  in 
a  whole  new  direction — 


Crossroads  '95 
The  Westin  Mission  Hills  Resort 
Rancho  Mirage,  California 
April  18-21 


fast 

fopward 


If  yoLir  competitors  are  beating  you  to  market  because  your 
computer  systems  can't  keep  up,  your  company's  CIO  belongs 
at  Crossroads  '95. 

Crossroads  is  the  high-level  networking  event  that  helps  senior 
technology  executives  get  real  results  quickly.  At  Crossroads, 
ycxir  expeits  will  meet  our  experts — a  select  group  of  customer- 
vendor  teams  who  exjilain  the  real-wodd  benefits  and  drawbacks 
of  leading-edge  techncjlogies  just  proven  in  the  marketplace. 

Crossroads  '95  will  enable  your  information  technology  team 
to  avoid  expensive  mistakes  and  get  the  maximum  competitive 
advantage  frc^m  your  current  and  future  systems. 


•  Target  and  acquire  new  business 

•  Build  strong  bonds  with  your  customers 

•  Bring  new  products  to  market — faster 

•  Get  the  most  from  your  suppliers 

Tile  choice  is  simple,  "l  our  company's  CIO  can 
go  it  alone.  Or  they  can  go  to  Crossroads  '95. 
For  more  information  on  our  unique,  real-world  program 
call  Stephanie  Wynne  at  Open  Systems  Advisors,  Inc. 
(800)  258-4151  or  (617)  859-0859.  Fax  (617)  859-0853. 

Proven  solutions  for  the  real  world 

open 


Crossroads  rs  a  presenlalion  of 

OPEN  SYSTEMS 
ADVISORS,  INC 


BusinessWeek 


and         X  COMPUTING 


Beyond  nei/s  liilel/i^eiice. 

©  Open  Systems  Advisors,  Inc-  CROSSROADS,  CROSSROADS '%.  and  INe  design  are  service  marlts  ol  Open  Systems  Advisors.  Inc  Ail  tiademafl<s  property  ot  men  respective  owners 


WE'RE  MAKING 

If  you  think  Bayer  only  means  aspirin,  you'll  be 
surprised  to  know  how  much  more  we  really  bring  to 
your  life.  Chances  are,  Bayer  affects  you  in  dozens 
of  ways  each  day,  with  a  wide  range  of  products  we 

A  GROWING 

manufacture  that  are  used  in  such  things  as  the  insu- 
lation in  your  home,  the  coatings  for  your  walls  and 
floors,  the  fabrics  of  your  clothes,  and  the  polycarbonates 
in  your  CDs.  Bayer's  health  care  products  help  your 

FAMILY 

doctor  diagnose  and  treat  ailments  from  the  common 
cold  to  diabetes  and  infections.  Our  crop  protection 
products  help  bring  abundant  foods  to  your  table; 
and  our  vitamins  help  your  kids  keep  growing  strong. 

OF  PRODUCTS 

And  thanks  to  our  imaging  technologies,  it's  possible 
for  you  to  get  those  special  photos  developed  in  under 
an  hour.  In  all,  Bayer  makes  a  total  of  10,000  products 
that  affect  your  life  in  ways  large  and  small  every  day. 

FOR  YOURS. 

And  we're  not  resting  on  our  laurels.  We're  investing 
billions  in  research  and  development  every  year,  for 
one  simple  reason:  If  we  don't  keep  our  family  growing, 
how  in  the  world  will  we  ever  keep  up  with  yours? 

Bayer 

mmmmmmimmimmi<iiiiimmm 

WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 


Economic  Viewpoint 


REFORM? 

A  new  bill  to 
promote 
competition 
and  free 
markets  could 
actually  lay 
the  ground- 
work for 
unregulated 
monopolies 


then  do  othei-  regulatory  strictures  come  off. 

The  checklist  is  sensible  as  fai-  as  it  goes.  It 
includes  fair  access  to  interconnections  for 
Baby  Bell  rivals,  equal  access  to  telephone  di- 
rectory listings,  "portability"  of  phone  num- 
bei-s  when  one  switches  companies,  a  system  of 
reciprocal  payments  among  competing  local 
phone  companies,  and  so  on. 
NO  WATCHDOG.  But  equal  access  on  paper  is 
not  the  same  as  actual  competition.  The  Bells 
can  meet  all  the  checklist's  demands  and  still 
control  99%  of  actual  markets.  Fail-  play  is 
also  a  moving  target.  When  new  rivals  must 
piggyback  on  a  dominant  company's  faciUties, 
the  incumbent  is  sorely  tempted  to  play  cute. 
Just  ask  MCI  Communications  Corp.  execu- 
tives about  the  games  at&t  used  to  play. 

An  incumbent  local  phone  company  with 
99%  market  share  can  agi-ee  to  Pressler's  14- 
point  checklist  now.  But  as  technology  changes, 
no  agency  is  empowered  to  review  fan-  play  as 
there  has  been  imder  the  teirns  of  the  at&t 
breakup.  There  is  now  ample  consumer  choice 
for  long-distance  service — but  only  because 
the  Federal  Communications  Commission,  the 
Justice  Dept.,  and  U.  S.  District  Judge  Harold 
H.  Greene  continuously  supei-vised  the  ternis 
of  engagement  to  keep  at&t  from  using  its 
dominance  to  strangle  MCi,  Sprint  Corjj.,  and 
other  newcomei-s.  Had  there  been  a  prematiu-e 
free-for-all  a  decade  ago,  when  competition 


was  in  its  infancy,  AT&T's  market  power  woi] 
have  snuffed  out  all  comers. 

By  contrast,  the  Pressler  bill  naively  i-: 
sumes  competition  is  mostly  self-policing.  ;  •: 
would  supersede  the  1982  consent  decree  th;^ 
broke  up  the  Bell  system,  put  Judge  Greeif^i 
out  of  business,  and  reduce  the  Fcc's  role.  Tis 
approach  followed  by  Ameritech  Cor{3.  ail  f 
the  Justice  Dept.  is  more  sensible.  In  a  piljf-, 
agi'eement  filed  on  Api'.  3,  Ameritech,  the  CH 
cago-based  Baby  Bell,  gets  to  offer  limifeiil 
long-distance  seivice,  but  only  as  competiticjjj 
for  local  service  develops,  and  under  the  contii^ 
uing  supei-vision  of  the  Justice  Dept.  / 

Advocates  of  total  deregulation  conteitj 
that  issues  of  equal  access  and  fail-  play  can  l^!- 
sorted  out  by  the  rival  industries  themselvos^ 
That  happens  all  the  time — it's  called  a  carti,:-! 

Ti'ue  competition  in  phone  sei-vice  is  coi  'j 
ing — but  only  if  it  is  policed,  as  it  was  ^ 
long  distance.  In  industries  that  have  be(|| 
regulated  monopolies,  with  captive  customisl 
bases,  the  transition  to  fair  competition  i 
not  self-executing.  "There  are  just  too  man 
opportunities  for  anticompetitive  behavioi-s 
observes  FCC  Chairman  Reed  Hundt.  "Tl  I 
top  cop  on  the  Information  Highway  stj 
needs  to  keep  a  nightstick."  Congress  hig 
waited  60  years  to  rewrite  the  1934  Commii 
nications  Act.  They  might  as  well  take  a  fei 
more  months  and  do  it  properly.  | 
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teaches  that  success  on  an  international  level  requires  more 
than  financial,  marketing  and  operational  skills. 


THUNDERBIRD 

the  leader  in  global  education,  offers: 

>  The  Master  of  International 
Management  degree,  whieh 
requires  courses  in  international 
management,  international 
business  environments  and 
foreign  languages 
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Management  degree 
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The  American  Graduate  School  of 
International  Management 


You  will  be  able  to: 

Use  your  business  skills  beyond 
your  home  country. 

Be  flexible  in  changing  global 
markets. 

Speak  the  language  of  your  client 
and  associates. 

Manage  a  culturally  diverse  team. 

loin  the  network  of  over  27,000 
alumni  who  hold  leadership  posi- 
tions in  business,  industry  and  gov- 
ernment in  every  state  and  more 
than  133  countries. 


Office  of  Admissions  •  1,S249  North  ,S9th  Avenue  •  Glcndalc,  Arizona  •  85.^06-^000  •  602-978-7210  •  Fax:  602-«9-5432     AACSB  ACCREDITED 


Tsmc 

introduces  a  foundry 
for  the  information  age 
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The  fire  of  yesterday's  foundries  burns  today  in  our  hearts.  In  our 
commitment  to  productivity  and  technology.  •  TSMC  is  the  world's 
leading  semiconductor  foundry,  presently  producing  one  million  six- 
inch  wafers  annually,  representing  a  major  share  of  the  global  market. 
•  TSMC  is  a  dedicated  foundry,  where  customers  are  our  number  one 
priority  and  intellectual  property  is  prized.  And  protected.  We  don't 
manufacture  any  products  under  our  own  brand  name,  so  there  are  no 
licensing  issues,  no  conflict  of  interest  fears,  no  requests  for  equity.  • 
Instead,  there  is  seamless  transfer  of  data  and  execution  of  design 
specs.  With  methods  and  materials  that  complement  customer 
designs.  •  In  1995  our  new  billion-dollar  fab  will  begin  production. 
This  fab  will  be  capable  of  producing  30,000  eight -inch  wafers  per 
month  at  state-of-the-art  0.5  micron  technology,  migrating  to  0.35 
micron.  More  than  $400  million  in  annual  investments  will  enable  us 
to  produce  two  million  six-inch  equivalent  wafers  per  year  by  1997.  • 
Find  out  what  it  means  to  be  a  partner  with  the  world's  leading  semi- 
conductor foundry.  •  TSMC.  Forging  a  future  in  the  information  age. 


TSMC,  No.  121,  Park  Avenue  II!,  Science  Based  Industrial  Park,  Hsin-Chu  300,  Taiwan,  R.O.C. 
TSMC-USA,  1740  Tcchnolosy  Drive,  Suite  660,  San  Jose,  CA  95110  (408)  437-8762 


Our  Newest  Servers  Are  Designed  To  G 


Solid  Support.  Asjou^J  expectjrom  the  world 

leader  m  networked  servers,  we've  engineered  our  newest 
models  to  reliably  serve  in  a  NetWare  environment. 

Early  Warning  System.  Compaq  Insight  Manager 
monitors  hundreds  oj server  components  and  warns 
jou  when  problems  are  merely  a  possibility. 


Flexible  Configuration.  SmartStan  revolutionizes  the  setup  process, 

automatically  configuring  and  optimizing  NetWare  on  your  server. 


Fewer  Aches  And  Pains.  Compaq  servers  are 

backed  by  our  three-year  on-site  warranty'  and  free  access  to  our 
24-hour  help  line  (with  additional  plans  available). 


Moves  Information  Fast.  Compaq sTriFlex/?Cl  architecture 

builds  upon  the  new  PCI  standard,  for  even  higher  perjormance. 


Prevents  Unnecessary  Strains.  Our  Prc-Failure 

Warranty"  replaces  major  parts  at  no  cost  —  before  they 
can  interrupt  a  group's  critical  work. 


People  are  born  v\  ith  one.  Businesses  have  to  build  them  from  scratch.  To  help  you  assemble  t 
mo.st  reliable  information  backbone,  Compaq  announces  a  new  generation  of  .servers.  They' 
all  designed  to  taithtuUy  serve  tlic  demands  of  workgroups  and  departments  —  from  the  exjiandable  ProSij^nia  line  totl 
business-critical  ProLiant  family  (w  ith  up  to  four  Pentium  processors).  And  thevVe  all  engineered  to  do  what  evei 
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Certain  restrictions  arui  exclusions  apply.  Monitors,  battery  packs  and  certain  options  are  covered  by  a  one-year  warranty.  For  details,  call  the  Compaq  Customer  Support  Center  at  I-80(' 


UR  Company  The  Thing  It  Needs  Most. 


table  business  demands:  keep  running.  Compaq's  CD-based  SmartStart  ensures  a  smooth,  integrated  installation,  and 
nsight  Manager  constantly  monitors  for  potential  problems — which,  il  encountered,  are  covered  by  the  Compaq 
Failure  Warranty.  For  more  information,  call  1-800-853-9518  or  visit  our  Web  site  at  j jn.  jm  -  - 

v.compaq.com.  We  can  help  you  get  the  performance  you  need.  As  well  as  the  support.       fc»  tr»  mm^r%%^ 
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iy  to  disk  drives  runnmg  under  Compaq  IDA,  IDA-2  or  SMART  SCSI  Array  controllers  and  models  with  advanced  ECC  mem^jrv. 


Economic  Trends 


BY  GENE  KORETZ 

CHINA  GIVES  THE 
FARM  BELT  A  HAND 

Shortages  help  lift  U.S.  crop  exports 

American  farmers  are  climbing  on 
the  export  bandwagon.  According 
to  Agi-iculture  Dept.  projections,  U.  S. 
agi'icultural  exports — aided  by  a  sud- 
den reversal  in  China's  trade  patterns — 
will  jump  by  11.5%  in  fiscal  1995,  to  a 
record  .$48.5  billion.  As  a  result,  the  ag- 
ricultui'al  trade  surplus  should  hit  $20 
billion,  its  highest  level  since  1982. 

The  pickup  couldn't  have  come  at  a 
better  time.  After  producing  record 
crops  of  com,  soybeans,  and  livestock 
last  yeai;  U.  S.  fanners  have  been  whip- 
sawed  by  falling  prices.  Lately,  though, 
sui'ging  foreign  demand  has  been  hmit- 
ing  the  price  erosion. 

In  recent  yeai-s,  notes  economist  Gary 

L.     Benjamin     of  <iaiimsiie^sa^iissssBssmmiassm 

the  Federal  Re-     U.S.  FARM  EXPORTS 
sei-ve  Bank  of  Chi-       ARE  ON  A  ROLL 

cago,  exports  of  so  

bulk  commodities 
such  as  grains  and 
cotton  have  stag- 
nated while  ex- 
ports of  "high  val-  35 
ue,"  consumer-ori-        f  DOLLAR  VALUE 
ented  items  such 
as  meats,  poultiy,  ^5 
dairy  products, 
fruits  and  vegeta-  o; 
bles,  and  snacks 
and  cereals  have 
taken   off.   Now,       dat.  agriculture  dept. 

farm  commodities  are  rejoining  the  pa- 
rade. Com  exports  are  expected  to  rise 
this  year  by  40%,  to  $5.3  billion,  cotton 
exports  by  nearly  50%,  to  a  record  $3.4 
billion,  and  wheat  exports  by  20%,  to 
$4.8  billion. 

The  biggest  catalyst  in  this  turn- 
around is  China,  which  has  sharply  cui'- 
tailed  agiicultural  exports  in  the  wake 
of  food  shortages  and  surging  food  pric- 
es. This  year,  China  will  import  corn 
for  the  first  time  in  five  years  and  cut 
its  own  com  exports  by  about  75%,  to 
less  than  120  million  bushels.  It  will 
also  become  a  net  rice  importer  for  the 
fii-st  time  since  World  War  II.  And  it  is 
expected  to  boost  its  wheat  imports  by 
2.50%  and  quadmple  its  cotton  imports, 
mostly  from  the  U.  S. 

Many  agricultui-al  observers  are  bet- 
ting that  the  sudden  reversal  in  Chi- 
na's trade  pattern  will  persist.  While 
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its  gi-ain  output  has  been  relatively  liigh 
in  recent  years,  it  has  failed  to  post 
much  growth  (BW — Apr.  10),  a  situa- 
tion that  seems  to  reflect  lagging"  agri- 
cultural investment.  More  important, 
China's  industrial  gr'owth  and  expanding 
middle  class  ar-e  fueling  demand  for  a 
gr-eater  variety  of  agricultural  pr'oducts. 

The  patter-n  is  similar*  in  many  other 
Asian  mar-kets.  With  China  currently  out 
of  the  rrmning  as  a  com  exporter,  for 
example,  U.  S.  sales  to  South  Korea — a 
mere  20  million  bushels  last  year- — have 
ah-eady  surpassed  190  million  bushels. 


HANDICAPPING 
A  SOFT  LANDING 

History  says  it  could  be  delayed 

Signs  are  multiplying  that  the  econo- 
my has  slowed  from  its  heady  4.1% 
advance  in  1994.  But  befor"e  one  con- 
cludes that  1995  will  see  a  soft  landing, 
economist  Samuel  D.  Kahan  of  Fuji  Se- 
ciuities  Inc.  in  Chicago  advises  a  look  at 
the  historical  r-ecord. 

In  the  past  40  year-s,  notes  Kahan,  the 
U.  S.  has  experienced  just  14  year's  of 
gr-owth  exceeding  4%.  In  half  of  those 
14  year's,  grovrth  in  the  following  year' 
also  topped  4%,  and  in  10  it  exceeded 
2.5%.  Thus,  the  historical  record  suggests 
there's  just  a  30%-  chance  that  growth 
will  slow  to  2.5%  this  year  and  an  even 
bet  that  it  won't  slow  much  at  all.  "Once 
the  economy  develops  a  head  of  steam," 
wams  Kahan,  "it  can  take  a  yeiu'  or  so 
for  things  to  cool  off." 

FOGGY  CRYSTAL 
BALLS 

Newsletters  are  no  market  timers 

It's  a  well-known  fact  that  mar'ket  tim- 
ing— the  ability  to  move  in  and  out  of 
the  stock  mar'ket  in  anticipation  of  mar- 
ket shifts — can  j)ay  off  big.  Indeed,  hun- 
dreds of  investment  newsletter's  spe- 
cialize in  recommending  allocations  of 
cash  and  equity  holdings  to  capitalize 
on  just  such  pending  mar'ket  shifts. 

To  assess  the  value  of  such  advice, 
economists  John  R.  Graham  of  the  Uni- 
ver-sity  of  Utah  and  CampbeD  R.  Har-vey 
of  Duke  University  reviewed  asset  alloca- 
tion recommendations  made  by  237  in- 
vestment letter's  over  the  period  1980- 
1992.  They  found  that  75%.  of  the  letters 
under]Der"for'med  buy-and-hold  portfolios 
based  on  the  Standard  &  Poor's  500- 


stock  index — and  some  gave  r-emarkalftitf 
poor  advice.  For  example,  the  high-prol 
Granville  Market  Letter-Traders  pr 
duced  an  average  annual  loss  of  1%  o\ 
the  13  year's  studied,  compared  with 
15.9%  aver'age  gain  for  the  s&p. 

The  researchers  also  found  little  e 
dence  that  the  letters'  recommend 
equity  weights  increased  before  marl 
uptm-ns  or  declined  before  downturns, 
a  letter's  advice  beat  the  market 
two  years  r-unning,  it  stood  less  tha: 
50%  chance  of  doing  so  for  a  thir'd  ye 
But  if  it  performed  poorly  for'  two  yeaftea 
it  had  a  70%-  chance  of  doing  so  agaii  jjf 

"There  are  undoubtedly  some  exc 
lent  market  timers  out  there,"  sums 
Harvey,  "but  unfortunately  most 
them  don't  seem  to  write  newsletter: 

GAINERS  FROM 
CAPITAL  GAINS 

Guess  where  a  tax  cut  would  land 


Who  vriU  benefit  most  fi;'om  a  capit 
gains  tax  cut?  If  you  said  t 
wealthy,  you're  on  target.  Based  on 
analysis  of  tax  data  for  1990-92  by  t 
Tax  Foundation,  taxpayer's  with  adjust 
gr'oss  incomes  above  $500,000  a  ye  _ 
coughed  up  42.3%  of  the  $31.7  billion  j  f\ 
erage  amiual  capital-gains  tax  burden 
those  year's.  Those  with  incomes 
$100,000  to  $500,000  supplied  nearly 
third  of  capital-gains  taxes,  and  tho 


WHO  PAYS 
CAPITAL-GAINS  TAXES? 


UNDER      $50  000-     $100  000-  OVER 
$50,000     $100,000     $500,000  $500,000 
APERCENT      'ADJUSTED  GROSS  INCOME,  1992  DOLLARS 
DATA;  TAX  FOUNDATION 


ear'ning  under  $100,000,  around  26' 
Although  they  filed  only  a  tiny  Iracti 
of  taxable  returns  (0.002%),  over  60% 
taxpayer's  vrith  adjusted  gross  incorn 
exceeding  .$500,000  paid  capital-gains  ta 
es,  as  did  over  a  thii'd  of  the  3.7% 
taxpayer's  with  incomes  between  $100,0 
and  $500,000.  By  contr'ast,  capital-gai 
taxes  wer-e  levied  on  only  one  out 
seven  of  the  17%-  of  taxpayers  with 
comes  between  .$50,000  and"  $100,000  ai 
only  5.9%  of  the  near'ly  80%  of  filers  wi 
adjusted  incomes  under  $50,000. 
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m  BUSINESS  BOOM 
S  OUIEimG  DOWN 


US.  ECONOMY 


GROWING  PRESSURE 
ON  FINANCING  NEEDS 


NET  CORPORATE 
0  ~  CASHfLOW 
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Corporate  America  was  on  a 
roll  in  1994.  Led  by  consum- 
s,  the  economy  boomed — and  so  did  profits.  Flush 
ith  cash,  businesses  shelled  out  big  bucks  for  every- 
ing  from  fancy  computers  to  larger  inventories  to 
•w  buildings  to  house  it  all. 

Sounds  too  good  to  last — and  it  won't.  After  seven 
terest-rate  hikes  by  the  Federal  Reserve,  the  corpo- 
te  roll  isn't  coming  up  sevens  anymore.  So  far  in 
'95,  consumers  continue  to  signal  that  they  have  lost 
me  of  their  urge  to  splurge,  especially  for  cars  and 
imes.  And  U.  S.  companies  are  starting  to  feel  the  im- 
iCt.  Order  books,  while  far  from  empty,  aren't  filling 
)  as  fast.  Production  lines  are  slowing  a  notch.  And 
me  past  price  hikes  aren't  sticking. 

As  a  result,  profits  won't 
look  as  bubbly,  either.  Last 
year's  upbeat  earnings  reports 
are  likely  to  be  replaced  by 
downward  revisions  to  1995 
eaiTiings  estimates  and  nega- 
tive surprises.  And  weaker 
cash  flow,  not  to  mention  the 
higher  cost  of  capital,  will  qui- 
et the  boom  in  capital  spend- 
ing (chart).  Although  corpo- 
rate balance  sheets  are  far 
Dm  a  disaster,  fewer  funds  vdll  be  available  for  new 
ejects,  weakening  another  key  prop  under  this  four- 
:ar-old  expansion. 

As  the  year  wears  on,  the  business  slowdown — and 
>  impact  on  coi-porate  earaings — may  test  the  stock 
arket's  upbeat  tone.  The  bulls  sent  the  Dow  Jones  in- 
istrial  average  over  4200  on  Apr  4.  Stocks  are  rally- 
g  mainly  because  investors  believe  the  Federal  Re- 
rve  is  bringing  the  economy  down  for  a  soft  landing, 
at  what  investors  may  have  overlooked  is  that  a  soft 
ading  also  means  softer  earnings. 

IE  MORE  SUBDUED  TONE  of  business  is  unmistak 
tie  in  the  latest  soundings  by  the  nation's  purchasing 
anagers.  Their  March  index  of  industrial  activity — 
mprising  production,  orders,  delivery  speeds,  invento- 
ss,  and  employment — fell  sharply  for  the  second 
onth  in  a  row,  to  51.4%.  That  reading,  which  is  the 
west  in  years,  is  just  above  the  50%  fine  dividing 
:pansion  fi:'om  contraction  in  manufacturing.  The  index 
far  below  its  peak  of  59.9%  hit  in  November. 
In  addition  to  the  marked  slowdown  in  new  orders 
id  output,  the  purchasers'  report  also  flashed  clear 
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PURCHASING  MANAGEMENT 


signals  that  past  market  tightness  for  many  goods  ap- 
pears to  be  unwinding.  The  percentage  of  purchasers 
reporting  slower  dehveries  has  fallen  substantially  in 
recent  months.  As  if  to  confii-m  that  slack,  fewer  pur- 
chasers are  reporting  increases  in  the  prices  they  pay 
for  materials  and  supplies  (chart). 

The  cooldown  in  commodity 
prices  is  a  big  reason  why  the 
government's  index  of  leading- 
indicators  fell  0.2%  in  Febm- 
ary.  The  index  has  gone  no- 
where since  last  August,  a 
sign  of  slower  gi'owth  to  come. 

Signals  such  as  these  are 
why  the  Fed  put  monetary 
policy  on  hold  at  its  Mar.  28 
meeting,  and  signs  are  grow- 
ing that  the  Fed  may  forgo 
action  at  its  May  23  gathering  as  well.  First-quarter 
economic  growth  is  shaping  up  to  be  exactly  what 
the  Fed  wants  to  see:  2.5%  or  less.  That  pace  would  be 
the  slowest  since  the  summer  of  1993  and  about  half  of 
the  fomth  quarter's  5.1%  gi'owth  rate  of  real  gross  do- 
mestic product,  which  the  Commerce  Dept.  just  revised 
up  from  4.6%. 

WITH  A  COOLER  ECONOMY  in  the  outlook,  the  bot 

tom  lines  of  many  companies  won't  look  as  hot,  either. 
Along  with  its  GDP  revision.  Commerce  also  reported 
that  corporate  profits  in  the  fourth  quarter  posted  a 
good  gain,  in  line  vrith  business  week's  recent  aggrega- 
tion of  individual  companies. 

However,  annual  earnings  growth  is  flagging.  Be- 
fore-tax  operating  profits — adjusted  for  changing  in- 
ventory values  and  differences  between  tax-based  and 
replacement-cost  accounting — were  up  only  4.9%  from 
a  year  ago.  That's  down  fi-om  peak  growth  of  35.9%  in 
the  third  quarter  of  1993.  For  1995,  the  weaker  dollar 
will  boost  earnings  of  offshore  operations,  as  those 
profits  are  converted  into  dollars,  but  earnings  from  do- 
mestic operations  account  for  90%  of  the  total. 

Margins  are  likely  to  come  under  increased  pres- 
sui"e  as  well.  Profits  as  a  percentage  of  real  output  of 
nonfinancial  coiporations  trended  higher  for  four  years. 
But  that  margin  hasn't  budged  since  hitting  12.7%  in 
the  second  quarter  of  1994.  As  the  cyclical  slowdown  in 
productivity  growth  continues  in  1995,  unit  labor  costs 
vrill  grow  faster  at  a  time  when  pricing  power  will  be 
limited  by  waning  demand. 

The  key  consequence  of  weaker  profits  could  be  less 
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capital  spending.  Net  cash  flow — ^retained  earnings  plus 
depreciation — has  slowed  markedly  as  well.  As  a  result, 
companies  are  experiencing  a  growing  gap  between 
their  outlays  for  new  investments  and  the  internally 
generated  funds  necessary  to  pay  for  those  projects. 
This  so-called  financing  gap,  which  leads  the  gi'owth 
rate  of  business  investment  by  about  a  year,  was  the 
widest  on  recoi'd  in  the  fourth  quarter. 

With  companies  spending  freely  on  equipment,  build- 
ings, and  inventories,  businesses  must  turn  to  the  cred- 
it markets,  where  the  average  yield  on  AAA-rated 
corporate  bonds  has  risen  more  than  a  point,  to  8.1%, 
since  the  Fed  began  tightening.  That  raises  the  "hurdle 
rate"  that  a  potential  retui'n  on  an  investment  must 
clear  to  justify  its  cost — just  when  softer  business  con- 
ditions raise  uncertainties  about  the  future. 

SO  FAR.  there  is  little  evidence  that  the  demand  slow- 
down is  only  fleeting.  That's  especially  true  for  consum- 
er spending.  Real  purchases  of  goods  and  services  fell 
0.1%  in  February,  and  March  surveys  of  retailers  look 
uninspiring.  March  car  sales  fared  better  than  in  Feb- 
ruary, but  they  are  still  below  their  fourth-quarter 
pace.  In  all,  fii-st-quarter  consumer  spending  appears  to 
have  risen  at  an  annual  rate  of  about  2.5%,  well  below 
last  year's  trend. 

The  outlook  for  consumers  hangs  on  job  growth,  and 
on  that  front,  some  letup  seems  on  tap.  Through  Feb- 


JAPAN 


WHERE  BUILDING  IS 
HOT-ANDCOLD 


ruaiy,  help- wanted  advertising  in  the  nation's  majc 
newspapers  had  fallen  well  below  its  fourth-quarte 
level,  after  a  two-year  uptrend.  And  at  the  end 
March,  the  four-week  average  of  first-time  jobles 
claims  had  risen  to  an  eight-month  high 

In  addition,  constmction  was  a  drag  on  first-quarte 
growth.  And  given  the  weakness  in  housing,  which  ac 
counts  for  nearly  half  of  all  constraction  outlays, 
will  remain  so  in  the  second  quart.er.  Total  spending,  at 
justed  for  inflation,  fell  0.5%  in  both  January  and  Fel 
ruary,  the  fii'st  back-to-back  decline  in  a  year. 

Not  all  construction  activ- 
ity has  tanked.  While  residen- 
tial building  in  February  fell 
below  its  year-ago  level  for 
the  first  time  in  SV-  years,  out- 
lays for  factories,  offices,  and 
other  commercial  buildings 
soared  20.1%  ahead  of  a  year 
ago,  reflecting  the  strength  in 
capital  spending  (chart).  But 
business  outlays  are  only 
about  a  fifth  of  the  total. 

To  be  sui'e,  businesses  aren't  about  to  gut  their  199 
capital  budgets — intense  competition  in  the  global  mai 
ketplace  won't  allow  that.  However,  a  slower  econom; 
weaker  cash  flow,  and  higher  boirowing  costs  will  mak 
companies  a  lot  pickier  in  their  spending. 
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THE  SURGING  YEN  IS  A  REAL  DRAG 


The  latest  data  on  the  Japa- 
nese economy  give  such 
mixed  signals  that  they  under- 
score how  fragile  the  recovery 
is — and  how  detrimental  the 
superyen  could  be  to  Japan's 
growth  prospects  in 
1995. 

Leading  the  nega- 
tive news  was  an  un- 
expected annual-rate 
drop  of  3.4%  in  the 
fourth-quarter  gross 
domestic  product.  And 
signs  of  softness  con- 
tinued into  early  1995. 
The  jobless  rate  was 
unchanged  in  Febraary 
at  2.9%,  while  the  ratio  of  job  of- 
fers to  applicants  slipped  to  .65, 
from  .66  in  January.  The  ratio  has 
hardly  moved  in  a  year  (chart). 
Little  wonder  then  that  consum- 
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JAPAN'S  RATIO  OF  JOB 
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pace  in  the  fourth  quarter  and 
started  January  with  a  4.2%  drop 
from  a  year  earlier.  Moreover; 
household  buying  may  not  pick  up 
soon.  The  spring  wage  negotiations 
ar'e  expected  to  result  in  near- 
record-low  pay  raises 
this  year. 

However,  other 
signs  point  to 
strength  in  Japan's 
economy.  Housing 
starts  in  February 
wer*e  up  1.8%  from  a 
year  ago,  helped  by 
low-cost  government 
loans.  Car  sales  last 
month  rose  11.2% 
from  March,  1994.  And  despite 
the  yen  and  the  Kobe  earthquake, 
industrial  production  in  February 
increased  1.9%  from  January.  Fur*- 
thermor'e,  the  Ministry  of  Intema- 


er  spending  fell  at  a  2.5%  annual        tional  Tr-ade  &  Industry  for'ecast 


that  March  output  rose  an  addi- 
tional 2.3%. 

These  diametric  signs  may  be 
why  the  Bank  of  Japan  did  not  cut 
the  official  discount  rate  on  Mar. 
31,  choosing  instead  to  nudge 
overnight  lending  rates  to  1.75%, 
equaling  the  record-lov\^  odr.  The 
lack  of  an  odr  cut  disappointed  fi- 
nancial markets,  which  had  hoped 
for  a  bold  boj  move  to  weaken  the 
yen  and  lift  the  economy.  Indeed, 
maintaining  industry's  momentum 
vrill  be  hard  given  the  drag  on  ex- 
ports from  the  surging  yen. 

The  door  is  not  closed  on  an 
ODR  move.  January's  consumer 
spending  drop  means  that  first- 
quarter  GDP  could  be  in  or  near 
negative  territory.  Back-to-back 
GDP  declines  would  raise  fears  of  a 
triple  dip  in  the  economy,  giving 
the  Bank  of  Japan  little  choice  but 
to  cut  the  discount  rate. 
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OWNERS:  1 
PUYERS:  0 
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Baseball's  barons  are  winning-they  just  don't  know  it  yet 


You  would  think  they  had  just  called 
off  the  season.  Leaving  the  base- 
ball owners'  Apr.  2  meeting  at 
Chicago's  O'Hare  Hilton  Hotel,  Atlanta 
Braves  co-owner  William  C.  Baitholo- 
may  stalked  gi'imly  past  reporters.  Bud 
Selig,  owner  of  the  Milwaukee  Brew- 
ers and  baseball's  acting  commissioner, 
flared  up  in  anger.  "I  don't  regard  it  as 
a  sun-ender,"  he  barked. 

Easy,  guys.  You  won.  A  mechanism 
to  slow  soaring  labor  costs  is  in  the 
works.  And  on  Apr.  26,  at  last,  big  lea- 
guers will  play  ball.  After  fedei-al  Judge 
Sonia  Sotomayor  in  New  York  issued 
an  injunction  on  Mar.  31  that  had  been 
requested  by  the  National  Labor  Rela- 
tions Boaixl,  Major  League  Baseball's 
professional  players  voted  to  end  their 
234-day  strike.  The  owners  agi'eed  to 
start  the  season  after  a  three-week  de- 
lay to  allow  for  an  accelerated  spring 
training. 

Even  before  the  injunction  came 
down,  baseball's  owners  were  way 
ahead.  The  players  had  agTeed  to  some 
form  of  "lu.xury  ta.x"  on  clubs  with  high 
payrolls,  ci'eating  a  disincentive  for  rich 
teams  to  jack  up  stars'  salaries  and 
cui-bing  the  forces  that  have  lifted  pay 
an  average  of  14%  annually  over  the 
past  15  years.  Think  of  it  as  legislated 
self-control:  Owners,  unable  to  stop 
spending  on  their  own,  now  will  pay 
through  the  nose  if  they  do  so. 
TARNISHED  GAME?  Gi'anted,  hai-d-line 
owTiei's  want  a  largei'  tax,  which  they're 
unlikely  to  win  now.  But  "once  the  play- 
ers bought  the  principle  of  a  liLxmy  tax, 
it's  just  a  matter  of  quibbling  over  the 
numbers,"  says  Gary  R.  Roberts,  a  Tu- 
lane  University  law  professor  who  once 
represented  football's  owners  in  labor 
battles.  The  union's  proposal  would  levy 
a  charge  of  25')^  on  team  payi'olls  that 
exceed  $50  million,  a  threshold  that 
would  escalate  in  future  years.  If  ap- 
plied today,  the  tax  would  hit  just  five 


or  six  of  the  highest-paying  teams. 
"That  way,  the  market  is  inhibited  but 
not  shut  down  altogether,"  says  Lam-en 
Rich,  an  in-house  union  lawyer.  Even 
Robert  D.  Manfred,  an  outside  attor- 
ney for  the  owners,  concedes  that  the 
union's  proposal  would  generate  taxes  of 
$25  million  aftei-  thi-ee  years  if  payrolls 
gi'ew  just  3%  faster  than  revenues. 

The  owners'  hang-up:  They  want 
more.  Their  latest  proposal  calls  for  a 
50%  tax  on  payrolls  above  $44  miUion, 
which  would  do  more  to  reduce  the  dis- 
parity between  the  highest-spending 
Detroit  Tigers'  1994  payroll  of  $56  mil- 
lion and  the  low-ball  San  Diego  Padres' 
$20  million.  "It's  not  as  simple  as  just 
splitting  the  difference  [between  the 


two  sides],"  says  Colorado  Rock 
ies  owner  Jeny  McMonis. 

Even  if  the  players  ceded 
that  point,  however,  the  teams 
can't  agree  on  what  to  do 
with  the  proceeds.  The  play- 
ers want  luxury  taxes  to  be 
divided  among  poorer  teams 
in  smaller  markets,  to  level 
the  playing  field.  Big-money 
teams,  however,  object  to  such 
coiporate  socialism,  and  no  um- 
fied  proposal  has  come  forth.  In- 
deed, some  hard-liners  seem  de- 
teiTnined  to  continue  the  fight.  One 
indication:  As  the  strike  ended,  Se- 
lig demoted  Charles  R  O'Connor, 
Manft'ed's  boss,  who  has  advised  thi 
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igue  on  labof  for  years.  In  his  place, 
lig  elevated  Robert  L.  Ballow,  a 
ishville  attorney  who  has  advised  ag- 
sssive  employers  on  how  to  use  pei- 
inent  replacements  to  break  unions, 
allows  success  is  in  using  replace- 
mts  in  industries  where  equipment 
1  do  the  woi'k  anyway,"  says  union 
ider  Donald  M.  Fehr.  "This  industry 
ain't  that." 


Negotiations  likely  will  start  again 
soon,  although  they  may  not  get  serious 
until  the  ownei-s'  injunction  appeal  is 
decided  next  month.  In  the  meantime, 
the  league  has  begun  repairing  the  dam- 
age done  by  the  strike.  By  allowing 
players  back  onto  the  field,  the  owners 
averted  the  risk  of  having  to  pay  at 
least  $5  million  a  day  in  back-pay  li- 
abilities that  could  have  resulted  fi'om 
unfaii-  labor  practices  charges  against 
them.  More  important,  they  won  a 
chance  to  resuscitate  theii-  sport  befoi-e 
more  damage  was  done. 

Selig  recognizes  the  urgency  of  the 
task  ahead.  "Right  now,  it's  impor- 
tant to  get  the  focus  of  the  game 
back  on  the  field,"  he  told  report- 
ers. "It's  in  our  best  interests  foi' 
us  to  do  that."  Indeed,  after  los- 
ing $850  million  last  year  and 
alienating  fans  from  Yankee 
Stadium  to  Candlestick  Park, 
baseball  has  lots  of  lost  gi'ound 
to  make  up.  Ticket  sales  are 
off,  and  some  advertisers  are 
demanding  discounts  for  sup- 
porting a  sport  they  fear  may 
be  tarnished  in  viewers'  eyes. 
I  To  woo  back  fans,  clubs  are 

trying  gimmicks,  giveaways,  and 
ads  that  deflect  attention  from  all 
the  strife.  A  Chicago  White  Sox 
television  commercial  features  a  fan 
who  met  her  boyfriend  at  Comiskey 
Park.  And  the  Chicago  Cubs  are  ex- 


FINANCES  The  28  club  owners 
lost  $350  million  last  season,  most  of 
)wing  cancellation  of  the  highly  profitable  playoffs  and 
orld  Series.  Major-league  players  lost  about  $300  million 
ary. 

ET  SALES  Some  clubs,  such  as  the  Cleveland  Indians  and 
3troit  Tigers,  have  sold  70%  to  90%  of  their  season  tick- 
hough  sometimes  at  reduced  prices.  But  single-ticket 
around  the  league  could  be  hit  hard. 

IRTISING  Major  League  Baseball  has  renewed  all  but  one 
20  major  national  TV  advertising  deals,  and  its  prime-time 
casts  are  attractive  vehicles.  But  it  still  is  $60  million 
of  the  $200  million  in  ad  revenue  raised  last  season. 

>R  TALKS  The  standoff  between  owners  and  players 
will  continue  for  a  month  or  so,  while  the  owners 
il  the  court  injunction  that  forced  them  to  restore  the 
bor  contract. 
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tending  the  half-pi'ice  ticket  offer  be- 
gun during  the  strike  until  May  .'5. 
"We're  going  to  be  saying,  "I'm  soiry'  a 
lot,"  says  Rob  Gallas,  the  White  Sox 
marketing  vice-president.  Is  it  work- 
ing'? Some  clubs,  such  as  the  Tigers  and 
the  Texas  Rangers,  have  kept  70%  to 
90%  of  season  ticket-holdei-s.  However, 
less  dedicated  fans  will  likely  be  a 
tougher  sell.  During  the  strike,  the  Ti- 
gers only  sold  half  of  their  52,000  seats 
for  opening  day,  an  annual  sellout. 
SKITTISH  SPONSORS.  Clubs  are  rushing 
to  win  back  advertisers,  too.  Even  with 
replacement  players,  the  league  retained 
all  but  one  of  its  20  multiyear  deals 
with  major  TV  advertisers.  But  other, 
smaller  deals  haven't  materialized,  so 
owners  remain  .$60  million  short  of  the 
.$200  million  in  national  ad  revenues 
they  were  set  to  collect  before  the 
strike  last  season.  Some  clubs,  more- 
over, had  to  offer  steep  discounts  to  re- 
tain local  advertisers.  The  Houston  As- 
tros kept  many  major  accounts,  but  only 
with  a  50%.  discount. 

Now,  teams  are  trying  to  sell  their 
regular  product  again  at  full  price,  but 
some  sponsors  remain  skittish  about 
the  damage  to  fan  interest.  Coca-Cola 
Co.  is  seeking  reductions  in  its  $18  mil- 
lion worth  of  local  baseball  contracts. 
And  Houston  Astros  broadcast  director 
Jamie  Hildreth  says  that  his  team  lost 
some  local  advertisers  whose  budgets 
were  allocated  before  the  walkout  end- 
ed. Still,  the  robust  economy  has  creat- 
ed a  shortage  of  ad  space  during  prime 
time,  when  the  league  broadcasts 
games  on  12  nights  i)lus  the  playoffs 
and  World  Series.  "The  overall  tight- 
ness of  the  prime  time  market  will  help 
tremendously,"  says  Robert  E.  Igiel, 
the  head  of  broadcast  at  Young  &  Ru- 
bicam  Inc. 

Ultimately,  fans  and  advertisers  like- 
ly will  trickle  back  to  baseball:  They  al- 
ways do,  it  seems.  Even  as  the  stadi- 
ums fill  up,  though,  the  labor  standoff 
looms  large  in  the  backgi'ound.  If  own- 
ers win  their  appeal  of  Sotomayor's  in- 
junction, which  appears  unlikely,  they 
may  abolish  the  old  contract  again  and 
trigger  another  walkout.  If  they  lose, 
however,  owners  finally  may  start  to 
compromise.  The  upshot?  "This  isn't 
over,"  says  Fehr.  "This  is  halftime." 
Those  aren't  the  comforting  words  dis- 
illusioned fans  have  been  waiting  10 
months  to  hear  But  this  contest  is  un- 
likely to  end  until  owners  figure  out 
that  they  can  quit  and  still  come  out 
winners. 

By  Aaron  Bernstein  in  New  York 
and  David  G}-eising  in  Atlanta,  with 
bureau  reports 
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The  Markets'  Paradox 

STOCKS  ARE  SOARING...  ...WHILE  THE  BUCK  TANKS 
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BEHIND  THE  FED'S 
NOT-TO-WORRY  STANCE 

Despite  global  tensions,  the  U.S.  is  standing  its  ground 


From  Washington  to  Bonn  to  Tokyo, 
it  has  been  a  long-held  article  of 
faith  that  a  strong  currency  is  the 
cornerstone  of  a  robust  national  econo- 
my. Lately,  this  tenet  has  lost  some 
credence.  Since  December,  the  U.  S. 
stock  mai'ket  has  sui'ged  to  new  records 
and  bonds  have  staged  a  solid  rally, 
even  as  the  dollar  collapsed  against  the 
GeiTnan  mark  and  Japanese  yen.  Mean- 
while, as  the  mark  and  yen  soared, 
German  and  Japanese  stock  and  bond 
markets  headed  into  tailspins  that 
threaten  to  seriously  stall  their 
economies. 

What's  going  on?  U.  S.  market 
mavens  believe  that  ignoring  the  dol- 
lar's decline  is  anything  but  iiTational. 
Traders  say  they  are  focused  on  U.  S. 
economic  fundamentals,  rather  than  on 
what  they  see  as  the  symbolic  value  of 
exchange  rates.  The  U.  S.  stock  and 
bond  markets  are  rising  on  investors' 
belief  that  the  U.  S.  economy  is  in  bet- 
ter shape  than  those  of  its  major  trad- 
ing partners. 

FINGER-POINTING.  Indeed,  investors  are 
betting  that  Federal  Resei-ve  Chairman 
Alan  Greenspan  has  piloted  the  economy 
to  the  "soft  landing."  And  many  econo- 
mists are  skrugging  off  the  dollar's  drop 


as  a  short-term  setback  tied  to  the 
chronically  high  U.  S.  trade  deficit, 
Japan's  enormous  surpluses,  and  the 
fear  that  another  American-financed 
bailout  of  Mexico  is  looming.  "This  is 
another  of  those  speculative  episodes 
that  often  go  faster,  and  reverse  faster, 
than  people  estimate,"  says  Merrill 
Lynch  &  Co.  Chief  Economist  Donald 
H.  Straszheim. 

Still,  the  turmoil  has  set  off  a  new 
round  of  finger-pointing  by  anxious  cen- 
tral bankers,  government  officials,  and 
ovei'seas  investors,  who  wony  that  the 
dollar's  stunning  14%  dechne  against 
the  yen  and  n.6%  drop  against  the 
mark  this  year  eventually  will  lead  to  a 
global  slump.  "The  dollar  has  been  a 
store  of  value,  not  just  for  the  U.  S. 
economy  but  for  global  wealth  and 

Wall  Street  seems  to  be 
banking  on  the  belief 
that  the  U.S.  is  in 
better  shape  than 
Japan  and  Germany 
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trade,"  says  First  Chicago  Corp.  London  i 
strategist  Kirit  Shah.  "It's  surprisin  ! 
the  U.  S.  can  take  such  a  benign  view,  ' 

U.  S.  officials  haven't  been  completel  i  . 
indifferent  to  the  decline:  With  the  doiij 
lar  hovering  around  86  yen,  the  Tre^il  ■ 
sury  Dept.  on  Apr.  3  and  Apr.  5  oi 
dered  the  Fed  into  the  market  to  pro,l  j 
up  the  gi'eenback.  Both  efforts  seemeAj 
to  have  had  little  effect,  convincing] 
traders  that  the  Clinton  Administratio  j 
is  trying  only  to  slow  the  dollar's  declin  j 
rather  than  stem  it. 
CLEAR  SIGNAL.  To  keep  Gennan  export 
com]3etitive,  the  Bundesbank  cut  its  dis; 
count  rate  half  a  point,  to  4%,  on  Maj 
30.  The  Japanese  followed  with  a  quaii 
ter-point  cut  in  money-market  rates. 
Some  analysts  think  the  Bank  of  Japan 
wliich  bought  an  estimated  $15  billion  o  i  ■ 
cuiTency  markets  in  March  alone,  no' 
may  slash  its  record-low  1.75%  discour 
rate  by  as  much  as  a  full  percentag 
point  as  early  as  mid-April. 

But  so  far,  the  Fed  is  not  even  hini 
ing  at  raising  rates  to  try  to  prop  ui#n 
the  dollar  Its  unwillingness  to  do  so — il  j 
worries  about  aborting  the  U.S.  ec<f 
nomic  expansion — has  sent  a  clear  signs  | 
to  the  markets  that  cuiTency  concerr  | 
won't  drive  monetaiy  policy.  "The  Fe  I 
has  never  believed  in  targeting  the  doj,  j 
lai'  at  any  specific  exchange  rate,"  says :  i 
former  Fed  official.  \ 

That  attitude,  reinforced  by  Greer 
span's  willingness  to  stay  on  the  sidd 
lines,  isn't  playing  well  with  his  foreig 
counterparts.  Many  fear  that  neglect  ( 
the  dollar  by  the  Clinton  Administn; 
tion  and  the  Fed  could  endanger  thi 
recoveries  under  way  in  Europe  an 
Japan — triggering  a  global  recessio! 


Jii 
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lat  would  drag  the  U.  S.  down  as  well, 
ipan  may  see  its  gross  domestic  prod- 
;t  nearly  stagnate  this  year  (page  56). 
nd  German  officials  are  "infuriated 
ith  the  Fed's  unwillingness  to  accept 
isponsibihty  for  the  dollar,"  says  one 
ternational  monetary  source.  "They 
el  they  were  forced  into  a  rate  cut 

the  U.  S." 
3  INFLATION  FEARS.  Unless  it  takes 
eps  to  change  macroeconomic  policy, 
am  European  experts,  the  U.  S.  could 
se  its  status  as  the  world's  leading  re- 
irve  currency  and  see  its  boiTowing 
ists  skyrocket.  "The  question  is,  'How 
ng  can  the  U.  S.  preside  over  the  de- 
ruction  of  its  currency?' "  asks  George 
agnus,  international  economist  at  S.  G. 
'arburg  Group. 

But  the  Fed  hasn't  felt  that  pressure 

act,  at  least  up  to  now,  because  of  the 
sser  role  trade  plays  in  the  U.  S.  econ- 
ny.  Germany  derives  about  20%  of  its 
■onomic  output  from  merchandise  ex- 
)its,  and  Japan's  lai'gest  export  mai'ket 
■mains  the  United  States.  That's  why 
)th  countries  feel  intense  pressure  to 
it  rates  to  stop  their  currencies  from 
•aring  and  making  their  exports  too 
qjensive.  Some  Japanese  analysts  think 
le  Clinton  Administration  won't  accede 
I  a  dollar-rescue  plan  until  it  wrests 
;w  trade  concessions  out  of  Tokyo. 

The  Administration  may  be  able  to 
ke  this  stand  because  it  isn't  won'ied 
lat  a  weaker  dollar  wiW  fuel  inflation, 
xports  account  for  less  than  10%  of 
.S.  output,  and  imports  of  merchan- 
se  goods  represent  another  13%-.  The 
ed  presumably  saw  little  nsk  that  the 
eaker  dollar  would  spark  an  import- 
iggered  surge  in  inflation  that  could 
reck  the  soft  landing.  While  the  dollar- 
is  fallen  steadily  against  the  mar-k  and 
;n  since  1985,  the  U.  S.  inflation  rate 
iS  been  heading  steadily  down.  "We 
•e  considerably  more  closed  than  the 
obalizers  would  have  us  believe — and 
lerefore  more  able  to  control  our  own 
^stiny,"  Fed  Vice-Chairman  Alan  S. 
Under  said  in  a  recent  speech. 

Truth  be  told,  the  U.  S.  dollar  hasn't 
fQpped  that  much  on  a  trade-weighted 
isis.  With  the  Mexican  peso  and  Cana- 
lan  dollar  in  steep  declines  of  their 
™,  the  Federal  Reser-ve  Bank  of  Dal- 
s  estimates  that  the  gr-eenback  is  bar-e- 

down  over  the  past  year. 

For  now  at  least,  Fed  officials  seem 
awilling  to  sacrifice  the  U.  S.  economy 
1  the  altar  of  global  coorxlination.  But 
ith  the  dollar  moving  into  uncharted 

aters,  further  declines  could  prompt 
reenspan  to  change  his  mind.  Tliat's 
ot  out  of  the  question.  In  the  brave 
3w  worid  of  currency  exchange,  the 
.d  rules  may  no  longer  apply. 

By  Dean  Foust  in  Washington,  with 
'ill  Javetski  in  Paris 


COMIVIENTARY 


By  Paul  Magnusson 

QUICK-SEND 
MEDICARE  TO  THE  E.R. 


Social  Security 
checks  provide  a 
nice  retirement 
cushion  for  Justin 
Kawaler,  the  former 
owner  of  four  furni- 
ture stores  in  Queens, 
N.  Y.  But  Kawaler's 
government  checks 
didn't  even  begin  to 
cover  the  enormous 
medical  bills  incurred 
by  his  74-year-old 
wife,  Evelyn,  who  un- 
derwent an  operation 
for  cancer  in  1990,  fol- 
lowed by  two  years  of 
expensive  follow-up  procedures. 
Medicare  picked  up  the  tab.  "Every- 
body I  talk  to  in  the  waiting  rooms 
says  that  without  Medicare,  they'd 
go  completely  broke,"  says  Kawaler. 

As  hospital  costs  climb,  Medicare 
becomes  ever  more  important  to  the 
elderiy.  Yet  far  faster  than  most  peo- 
ple realize,  the  strain  of  covering 
soaring  bills  is  pushing  the  program 
towar'd  insolvency.  An  Apr.  3  report 
from  the  tr-ustees  of  the  Social  Secu- 
rity system  shows  that  cash  flow  at 
Medicare's  hospital-insur-ance  pro- 
gram, which  provided  $103  billion  for 
36  million  patients  last  year,  will  be 
negative  in  1997.  And  by  2002,  its 
cash  reserves  of  $134  bilhon  will  be 
exhausted. 

SKITTISH.  Rather  than  seek  a  fix, 
however,  Washington  is  pretending 
there's  no  crisis.  House  Repubhcans 
are  hoping  to  bleed  Medicare  to  pay 
for  tax  cuts  or  deficit  reduction.  The 
GOP's  Contract  With  America  even 
promises  to  roll  back  a  1993  tax  hike 
that  was  designed  to  buttress 
Medicar'e.  Meanwhile, 
the  White  House  is 
skittish  about  propos- 
ing any  new  reforms 
after  its  health  initia- 
tives failed  so  spectac- 
ularly last  year. 
"There  has  been  a 
willing  suspension  of 
disbelief  here  and  a 
misguided  hope  that 
the  problem  will  some- 
how just  go  away," 
says  Roland  E.  King, 
the  government's  chief 


THE  AARP'S  LEHRMANN:  High  costs  swamp  Medicare 


health  actuary  ft-om  1978  to  1994. 

In  reaUty,  Medicare's  problems  are 
so  severe  that  a  major  overhaul  is 
required.  A  quick-fLx  mixture  of  ben- 
efit cuts  and  administrative  r-eforms 
would  buy  enough  time  to  fashion  a 
longer-terTTi  solution.  But  Medicare 
can't  be  cured  completely  without  an 
overall  health-care  reform  that  will 
slow  the  medical  inflation  rate.  "If 
health-care  costs  continue  to  escalate 
at  the  current  rate,  we'll  never  get 
Medicare  caught  up,"  says  Eugene 
Lehrmann,  president  of  the  Ameri- 
can Association  of  Retired  Persons. 
Indeed,  without  drastic  reform, 
Medicare's  share  of  overall  Social  Se- 
curity benefits  to  the  elderly  is  ex- 
pected to  r-each  50%  by  2011,  up 
from  32%  today  and  18%  in  1970. 

The  first  step  should  be  a  careful 
look  at  the  problem.  Yet  no  panel  is 
even  examining  Medicare,  and  the 
Administration  is  not  highlighting 
the  crisis.  "It's  very  important  that 
Medicare  doesn't  become  politi- 
cized," says  a  senior  Administration 
official.  Translation: 
By  acknowledging 
the  situation,  Chn- 
tonites  would  have  to 
propose  a  solution. 
As  insolvency  looms 
closer,  however',  re- 
tirees won't  be 
letting  pohticians 
skirt  the  issue  much 
longer. 
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TROUBLE  AHEAD 

MEDICARE'S 
HOSPITALIZATION 
BENEFITS 


1991  2000 
▲  BILLIONS  OF  DOLLARS 
DATA:  FEDERAL  HOSPITAL  INSURANCE  TRUST  FUND 


Magnusson  unites 
about  economic  poli- 
cy from  Washington. 
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News:  Analysis  &  Commentary 


CONGRESS 


NEWT  LITE:  WATERING  DOWN 
THE  CONTRACT  WITH  AMERICA 

Two  of  its  pillars  fell,  and  voices  of  moderation  now  will  prevail 

House  Speaker  Newt  Gin- 
grich (R-Ga.)  invited  the 
circus  to  perform  outsidr 
the  Capitol  on  Apr.  5.  Clowns 
and  pachyderms  mingled  witli 
lawmakers  as  House  Republi- 
cans' saluted  completion  of 
work  on  their  Contract  With 
America.  But  the  revelry 
masked  a  sobering  reality:  Key 
elements  of  the  revolutionary 
manifesto  are  being  scrapped, 
watered  down,  or  rewritten  by 
moderate  Senate  Republicans 
and  a  cadre  of  middle-of-the- 
road  Democrats. 

Even  before  Gingrich's  Hun- 
dred Days  drew  to  a  close,  two 
pillars  of  the  progi'am — term 
limits  and  a  constitutional  limit 
on  Congress'  ability  to  raise 
taxes — cioimbled  in  the  House. 
The  balanced-budget  amend- 
ment failed  in  the  Senate.  And 
the  centerpiece  of  Newtonian 
economics — a  huge  tax  cut — 
seems  sure  to  be  scaled  back 
on  the  other  side  of  the  Capitol. 

WON  THE  BATTLE.  What  will   

the  revised  Contract  look  like?  It  will 
build  on  the  promises  of  the  original 
but  will  be  more  moderate  and  less  like- 
ly to  rile  voters.  It  will,  for  instance, 
limit  the  regulation-writing  powers  of 
bureaucrats — not  stamp  out  new  rules 
entirely.  It  vrill  sharply  cut  spending — 
but  trim  taxes  only  modestly.  And  it 
will  make  it  harder — though  far  from 
impossible — to  pursue  big-bucks  legal 
claims  against  business.  "There's  a  go- 
for-the-throat  mentality  in  the  House," 
notes  Senator  Ben  Nighthorse  Camp- 
bell (R-Colo.).  "The  Senate  is  the  house 
of  moderation." 

Still,  Gingrich  and  his  hard-right  con- 
ser"vatives  have  won  a  major  victoiy  by 
fundamentally  changing  the  debate  in 
Washington.  Now  the  question  is  not 
whether  to  cut  government  bui'eaucracy, 
but  by  how  much.  And  the  battle  is  not 


GINGRICH; 

Jie  is  "too 


AcconliiKj  to  0)11:'  poll,  many  voters  feel 
extreyne  in  his  views" 


over  whether  to  gi-ant  regiilatoi-y  and 
tax  rehef  to  business  but  how  best  to 
stimulate  job  creation  in  the  private 
sector.  In  addition,  deficit-reduction  pri- 
orities have  shifted  from  tax  hikes  to 
spending  cuts.  "The  Contract  is  an  im- 
portant document,"  says  Robert  L. 
Strickland,  chainnan  of  Lowe's  Cos.,  a 
North  CaroHna-based  home-improve- 
ment chain.  "It's  the  first  step  toward 
significant  change,  a  devolution  of  pow- 
er from  Washington  back  to  the  states." 

Other  execs  worry  that  the  House 
has  taken  its  program  too  far.  "I'm  sup- 
portive of  what's  going  on  in  the  House 
as  an  overall  momentum  pusher,"  says 
Scott  G.  Mackin,  president  of  Ogden 
Projects  Inc.,  an  operator  of  waste-to- 
energy  plants.  "But  I'm  looking  to  the 
Senate  to  get  the  right  answers." 

The  Senate's  tax-cut  debate  will  be  a 


key  test  of  the  centrists'  clout.  Influer 
tial  committee  chainnen  such  as  Buc 
get's  Pete  V.  Domenici  (R-N.  M.)  an 
Finance's  Bob  Packwood  (R-Ore.)  wi  j 
join  Democrats  in  demanding  spendin  i 
cuts  before  tax  breaks.  "We  are  willin^j 
to  step  forward  and  make  deficit  reduoS; 
tion  the  fii-st  priority,"  says  Packwooo  i 
Senator  Phil  Gramm  (R-Tex.)  is  pushii^ 
a  capital-gains  cut  financed  by  endini 

federal  research  and  expor  IMS 
subsidies — dubbed  "corporat  jr" 
welfare"  by  critics. 

With  Senate  Majority  Leadi 
Bob  Dole's  backing,  a  moded^ 
family  tax  cut  and  capital-gair 
relief  seem  inevitable.  But  th 
tax  bill  will  faU  far  short  of  th 
$189  biUion  House  plan.  An 
key  provisions  of  the  measui 
will  be  jettisoned  entirely,  ii 
eluding  more  generous  deprec 
ation  for  capital  investment. 
MEDIA  HELP.  A  similar  fat 
awaits  the  House's  crackdow'^F 
on  lawsuits  against  busines!  .| 
Senators  believe  that  th 
House  got  caught  up  in  a  lav 
yer-bashing  frenzy  that  pre 
duced  a  bill  sure  to  be  vetoei 
The  Contract's  controversii 
"loser  pays"  concept  is  a  gone] 
Corporate  America  has  t. 
votes  to  cap  some  damagj 
claims,  but  Senate  centris' 
would  set  a  $250,000  limit 
punitive  damages  only  in  pr( 
uct-liabOity  cases,  while  hardlii' 
ers  would  include  medical  ma 
practice  and  all  other  suits.  While  th 
Senate  moderates  now  hold  the  upp€ 
hand,  trial  lawyers  are  bracing  for  ^ 
massive  public-relations  blitz  by  pre 
tort  reformers  (box). 

Another-  business  priority,  regulat( 
r-y  r-eform,  also  will  be  modified.  A 
Dole's  ur-ging,  the  Senate  will  make  dn 
matic  changes  in  the  way  federal  ruki 
ar-e  written.  But  it  has  scrapped  th 
House's  contr'oversial  plan  to  freeze  a 
new  I'egulations,  opting  instead  to  giv 
lawmaker's  45  days  to  veto  them.  A  hi 
um-esolved  issue:  the  thr-eshold  at  whic, 
bureaucr-ats  would  be  required  to  pe: 
form  cost-benefit  and  risk-assessmei 
analyses  before  adopting  new  rules.  Th'^ii 
House  would  target  r"egs  with  an  ec(' 
nomic  impact  of  $25  million;  the  Senat 
pr-efer-s  $50  million  to  $100  million.  i 
In  pur-suing  its  new  Contract,  th 


that 


The  Holy  Grail  of  House  Conservatives,  a  huge  tax  cut, 
probably  will  be  scaled  back  in  the  Senate 
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enate  is  trying  to  have  the  best  of 
)th  worlds — the  popularity  of  the 
ouse's  market  research-driven  concepts 
ithout  the  radical  label  successfully  af- 
ied  by  House  Democrats.  A  recent 
'ashington  Post  poll  found  that  59% 
■  Americans  say  Republicans  "go  too 
r  in  helping  the  rich"  at  the  expense 
'  "needed  government  services  that 
mefit  average  Americans."  And  a 
mes  Mirror  poll  released  on  Mar  30 
und  that,  by  a  5-to-3  ratio,  voters  say 
ingrich  is  "too  extreme  in  his  views." 
President  Clinton  is  embracing  popu- 


lar elements  of  the  Contract,  such  as  a 
Presidential  line-item  veto  and  a  re- 
quirement that  Congress  live  under  the 
laws  it  applies  to  business.  But  he's 
condemning  the  GOP  for  "attacks"  on 
programs  for  children  and  the  elderly. 
The  President  "can  pick  and  choose  his 
fights,"  notes  Representative  Bill  Rich- 
ardson (D-N.  M.).  "He  can  look  prag- 
matic while  they  look  doggedly  ideo- 
logical and  extreme."  Republicans  hope 
to  force  Clinton  to  veto  key  items  such 
as  middle-class  tax  cuts  or  welfare  re- 
form. Says  GOP  pollster  Anthony  Fabri- 


zio:  "It  will  reinforce  Clinton  as  liberal." 

Such  ideological  warfare  might  be 
good  campaign  fodder,  but  compromise 
is  essential  to  secure  real  legislative  ac- 
complishments. Gingrich  has  done  more 
in  three  months  than  any  Washington 
figure  since  Lyndon  Johnson.  But  to 
really  fulfill  his  grand  ambition  of  re- 
making government,  he  must  prove  to 
the  Senate — and  the  American  people — 
that  he  is  no  mere  ideologue. 

By  Richard  S.  Dunham,  and  Howard 
Gleckman,  with  Mary  Beth  Regan,  in 
Washington,  and  with  bureau  reports 


FROM  THE  FOLKS  WHO  BROUGHT  YOU  HARRY  AND  LOUISE... 


When  Ben  Goddard  opened  his 
first  advertising  shop  in  1969, 
he  was  a  gentle  peacenik 
whose  beat-up  Rambler  sported  an 
antiwar  bumper  sticker.  Not  exactly 
the  type  of  guy  you  would  expect  to 
wind  up  planning  how  to  hype  Newt 
Gingrich's  conservative  Contract 
With  America. 

But  today,  Goddard,  52,  and  part- 
ner Richard  Claussen,  41, 
are  political  hired  guns 
with  a  knack  for  finding 
the  bull's-eye.  You've 
probably  seen  their  work: 
They're  the  folks  who 
came  up  with  the  "Harry 
and  Louise"  TV  ads  last 
year  that  were  funded  by 
the  insurance  industry. 
The  spots,  which  featured 
a  couple  fretting  that 
they  might  have  to  switch 
doctors  under  President 
Clinton's  proposed  health 
plan,  helped  kill  off 
health-care  reform. 

Now,  the  duo  are  ready-  GODDARD: 
ing  a  series  of  new  spots 
on  behalf  of  business  gi'oups  such  as 
the  U.  S.  Chamber  of  Commerce. 
This  time,  they're  pushing  a  key 
feature  of  the  Contract  With  Ameri- 
ca: the  so-called  Common  Sense  Le- 
gal Reform  that  proposes  to  do 
away  with  frivolous  lawsuits. 
VISCERAL  MESSAGE.  Thanks  largely 
to  the  success  of  the  Harry  and 
Louise  campaign,  the  market  for  ad- 
vocacy ads  is  booming.  And  Goddard 
and  Claussen  are  among  the  most 
sought-after  guns-for-hire.  In  the 
past  six  months,  they  say,  their  out- 
fit, Goddard  Claussen/First  Tuesday, 
based  in  Malibu,  Calif.,  has  grown 
by  50%. 

The  firm's  work  doesn't  come 
cheap:  First  Tuesday  charged 


$60,000  to  produce  the  30-second 
tort-reform  spot,  and  it  expects  to 
bill  some  $20,000  more  on  a  monthly 
basis  to  run  a  "grassroots"  public- 
relations  campaign  on  the  issue.  In 
addition.  First  Tuesday  gets  a  15% 
commission  for  placing  the  ads. 

Goddard  and  Claussen's  forte, 
honed  during  years  of  California  bal- 
lot-initiative fights,  is  boiling  down 


Selling  Newt's  Contract  to  America 


complex  issues  to  a  message  so  vis- 
ceral that  it  inspires  viewers  to 
gripe  to  their  elected  officials  out  of 
fear  or  rage.  "We  can  create  from 
whole  cloth  a  grassroots  lobbying  ef- 
fort," says  Goddard.  The  $17  million 
Harry  and  Louise  campaign,  for  in- 
stance, generated  250,000  calls  and 
letters  to  Congress. 

Ironically,  neither  Goddard  nor 
Claussen  is  a  Republican.  Goddard 
got  into  national  politics  working  on 
Jim.my  Carter's  campaign  in  1975 
and  later  produced  TV  spots  for 
Bruce  Babbitt  and  Jesse  Jackson. 
In  1991,  he  teamed  up  with  Claus- 
sen, who  already  had  built  a  suc- 
cessful lobbying  practice  serving  in- 
surance companies,  real  estate 


developers,  and  nuclear-power  util- 
ities. Goddard  remains  a  Democrat 
and  Claussen  now  calls  himself  an 
independent. 

That  won't  stop  the  duo  from 
coming  up  with  gut-wrenching  ads 
to  promote  Newt's  Contract.  So  far, 
they've  done  one  tort-reform  spot, 
featuring  a  field  of  Little  League 
players  who,  one  by  one,  vanish  in 
mid-play  as  a  narrator 
explains  that  liability  in- 
surance costs  their  teams 
more  than  "bats,  balls, 
and  uniforms."  But  God- 
dard and  Claussen  expect 
eventually  to  create 
.        about  three-quarters  of 
v|H   the  legal-reform  cam- 
paign,  budgeted  at  as 
'^^M  much  as  $15  million.  0th- 
er  possible  themes:  para- 
medics who  want  to  focus 
un  "saving  lives"  without 
fear  of  being  sued  and 
the  owner  of  a  small  shop 
who  is  afraid  of  frivolous 
suits. 

  To  help  ensure  that 

the  House  would  pass  tort  reform, 
business  groups  spent  $2  million  air- 
ing reform  ads  in  Washington  in 
March.  But  the  big  bucks  really  will 
start  flowing  on  about  Apr.  10,  when 
senators  head  home  for  spring  re- 
cess. The  commercials  will  run  on 
CNN,  CNBC,  Court  TV,  and  The 
Rush  Limbaugh  Show,  as  well  as 
on  local  stations.  Claussen  is  map- 
ping his  media  buys  to  target 
potential  swing-vote  senators,  pos- 
sibly including  John  H.  Glenn  (D- 
Ohio)  and  Arlen  Specter  (R-Pa.). 
Before  long,  getting  "Harry  and 
Louised"  may  become  a  regular 
Washington  occurrence. 

By  Erie  Schi7ie  in  Los  Angeles, 
with  Catherine  Yang  in  Washington 


i 
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Four  out  of  five  Accords  sold  in  America  are  manufactured  here.  By  people  and  for  people  w*  ^ 
aim  high.  And  it  starts  with  the  little  things.  Like  a  zinc  phosphate  bath  before  painting,  which  hdm^ 
fight  rust  and  corrosion.  Extra  thick  sheet  metal  for  a  strong  body  that  wont  give  in  easily  to  dcr| j,, 

©IW-4  American  Hiinda  Motor  Co  .  Inc.  'm 


Performed  in  America  since  1909. 


Manufactured  in  America  since  1982. 


gs.  And  layers  of  sound-dampening  materials,  to  keep  your         nThe  ArrnrH  ^eH^in 
I  nice  and  quiet.  What  it  all  adds  up  to  is  the  Accord.  An  5  ^^^"^ 

client  example  of  American  quality  for  the  past  twelve  years.  oESulbJii        A  Car  Ahead 
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SCANDALS 


THE  SECRET  WAR 
INSIDE  GRACE  &  CO. 

A  scheme  to  topple  the  CEO  has  brought  Grace  to  grief 


The  roots  of  the  cmrent  management 
crisis  at  W.  R.  Grace  &  Co.  go  back 
to  late  1992.  J.  Peter  Grace  had  fal- 
len ill  with  cancer,  and  his  longtime  Ueu- 
tenant  J.  P.  Bolduc,  foiTner  executives 
say,  began  pressing  the  board  to  name 
him  chief  executive.  The  boai'd— loyal  to 
Grace  but  knowing  the  octogenarian  ex- 
ecutive needed  to  be  eased  out — agi'eed. 
In  1993,  Bolduc  became  the  first  person 
outside  the  Grace  family  to  head  the 


institutional  shareholders  applied  such 
pressure  that  Peter  Grace  and  nine  oth- 
er board  members  agreed  not  to  stand 
for  reelection  at  the  annual  meeting  on 
May  10.  But  many  insiders  remained  dis- 
turbed by  the  way  events  unfolded  at 
Grace.  In  a  Mar.  23  memo  to  other  board 
members  obtained  by  business  week, 
dii'ector  Robert  C.  Macauley  complained 
that  "we  are  living  a  lie."  And,  finally,  on 
Man  30,  the  company  said  publicly  that 


'-■if 

the  problems  have  been  resolved  -'"^ 

As  Bolduc  moved  to  centralize  Grace'; 
operations  and  lower  overhead.  Ham 
pers  grew  increasingly  angry.  Hamper  '-^ 
says  that  last  December  he  told  th( 
boai'd  he  would  resign  when  his  employf-  ''' 
ment  contract  expired  in  1996.  Hamperi 
acknowledges  that  he  wanted  Boldu  t'^ 
gone,  though  he  says  his  threat  to  leavi 
was  not  a  ploy  to  oust  Bolduc. 

Hampers  is  a  complex  character, 
physician  who  started  nmc  in  1968,  hf^?l 
sold  it  to  W.  R.  Grace  for  approximate! 
$238  miUion  in  1984.  Hampers  in  198; 
was  charged  in  a  14-count  indictmen  » 
with  smugghng  the  skins  of  endangeref  M 
Mexican  jaguars  and  ocelots  into  thi  s)' 
U.S.  He  pleaded  guilty  to  a  reduce(  rf; 
chai-ge  in  1990.  according  to  the  compa  Kii; 
ny's  proxy.  He  remained  very  much 
charge  of  XMr,  and  he  didn't  think  mucl  s 


chemical  and  health- 
services  company. 
Peter  Grace,  who 
had  been  ceo  for 
47  years,  remained 
chairman. 

And  Peter  Grace 
remained  bitter  For 
the  next  2^  years,  as 
former  executives 
and  other  sources 
close  to  the  company 
tell  it,  Grace  sim- 
mered while  Bolduc  stripped  him  of  the 
rich  perquisites  he  and  his  family  may 
have  regarded  as  their  biithiight.  Bolduc 
took  away  Grace's  private  Gulfstream 
IV  jet,  and  he  trimmed  Grace's  personal 
corjjorate  staff  fi-om  about  10  to  4.  Last 
November,  he  insisted  that  the  company 
disclose  in  the  proxy  millions  of  doUai's  of 
perks  and  loans  made  to  the  Grace  fam- 
ily. But  Bolduc  pushed  too  hai*d,  and  the 
backlash  was  severe.  On  Mar.  2,  he  re- 
signed, citing  differences  with  the  board. 

What  really  lay  behind  Bolduc's  fall 
from  grace?  First  came  reports  that  Bol- 
duc had  been  forced  out  after  insisting  on 
disclosure  of  the  Graces'  perks.  Outraged 


WHAT  REALLY  HAPPENED 

As  CEO  Bolduc  tightened  his 
grip,  his  downfall  was  crafted 
by  a  group  of  Grace  executives 
and  board  members  led  by  Con- 
stantine  Hampers.  Allegations 
of  sexual  harassment  were 
uncovered  and  used  to  force 
Bolduc  out. 
Hampers,  who 
now  has  inves- 
tigator Ki'oll  on 
his  payroll,  is 
angling  for  the 
CEO  job.  But 
institutional 
investors  are 
balking 


Bolduc  had  been 
asked  to  resign 
after  several  em- 
ployees accused 
him  of  sexual  ha- 
rassment— chai'g- 
es  Bolduc  denies. 

The  real  story, 
as  pieced  togeth- 
er by  business  week,  however,  may  be 
fai-  more  complicated.  Former  executives 
and  others  close  to  the  company  con- 
tend that  Bolduc's  downfall  came  after  a 
small  gi'oup  of  Grace  executives  and  out- 
side board  members  became  convinced 
that  Bolduc  had  to  go. 

A  key  figure  in  Bolduc's  departure  is 
Constantine  L.  Hampers,  a  Grace  exec- 
utive who  runs  its  National  Medical 
Care  Inc.  unit.  It  has  been  dogged  by 
the  Food  &  Drug  Administration, 
which  has  cited  it  for  selling  nonsterile 
medical  equipment  several  times  since 
1993 — but  it  is  also  Grace's  biggest 
profit  generator.  The  company  says 


of  Bolduc.  Says  Hampers:  Bolduc  "wa 
terrible  to  work  for.  He  never  under  eie 
stood  operating.  I  just  did  not  want  t  mbei 
work  for  him." 

Hampers  became  allied  with  othe; 


Bolduc  critics  inside  the  company.  A  for  ked 
mer  executive  says  they  include  Pete:  fej 
Grace,  his  son  Patrick  Grace,  and  thr©  rj{ 
outside  board  members — former  Nev 
Hampshire  Senator  Gordon  J.  Humphrej  ' 
consultant  Virginia  A.  Kamsky,  and  Ma  , 
cauley,  founder  of  a  Catholic  charitj  irai 
Humphrey  and  Kamsky  did  not  l  esponc; 
to  requests  for  interviews.  Some  diree  -ijjj, 
tors  on  the  22-member  board  "fel 
[Bolduc]  was  pushing  Grace  too  far,"  sayf  • .  - 
a  former  executive  whose  account  wa 
confinned  by  several  others.  "Then  Gu 
Hampers  came  out  of  the  woodwork 
They  got  together  to  support  Gus  Ham 
pers  as  ceo  and  get  rid  of  Bolduc." 

At  some  point,  a  private  investigate 
came  into  the  picture.  Hampers  says  h' 
hired  Kroll  Associates  Inc. — and  is  per 
sonally  paying  for  its  services.  Hamper 


r 
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ys  he  is  convinced  that  there  is  a  cam- 
lign  afoot  to  prevent  him  from  getting 
e  top  job  at  the  company,  and  that  is 
liy  he  hired  investigator  Jules  Kroll. 
Tie  purpose  was  to  look  into  who  was 
nducting  a  campaign  of  innuendo  and 
mors"  against  Hampers,  KroU  says. 
The  former  executive  contends,  how- 
er,  that  Hampers  actually  hired  Kroll 
investigate  Bolduc.  Hampers  denies 
at.  "I'm  not  looking  for  dirty  laundry 
n  Bolduc].  I'm  looking  for  a  conspiracy 
;ainst  me,"  he  says. 
Meanwhile,  Grace's  board  in  February 
anched  its  own  investigation  of  Bol- 
!C,  hiring  retired  federal  Judge  Harold 
•ler.  His  original  assignment  was  to 
ve  an  opinion  on  the  necessity  of  dis- 
)sing  the  Grace  family  perks  in  the 
oxy.  Then,  allegations  that  Bolduc  had 
xually  harassed  female  employees 
me  up,  and  Tyler  was  directed  to  in- 
■stigate  that  issue  as  well,  Macauley 

ys. 

TE-NIGHT  DEAL.  Damaging  informa- 
)n  on  Bolduc  was  easily  found,  accord- 
g  to  several  former  executives  who 
int  Bolduc  as  a  rough-hevra  taskmas- 
r,  though  smart  and  effective.  "J.  P. 
mt  around  and  harassed  all  the  people 

the  time,"  says  the  former  execu- 
te. According  to  a  company  statement, 
'ler  told  the  board  on  Feb.  28  that 
rounds  existed  to  find  that  Mr.  Bolduc 
d  sexually  harassed  certain  employ- 
s."  lyier  did  not  respond  to  business 
cek's  request  for  an  interview, 
trough  an  attorney,  Bolduc  denies  ever 
ting  inappropriately. 
But  the  Tyler  report  sealed  his  fate, 
d  Bolduc  negotiated  a  $20  million  sev- 
ance  package  in  a  late-night  meeting 
th  director  Roger  MiUiken.  In  his  Mar. 

letter  to  board  members,  Macauley 
estioned  the  propriety  of  the  payment, 
leither  I  nor  many  of  the  other  board 
ambers  have  the  faintest  idea  as  to 
e  reasoning,"  it  says. 
After  the  upheaval.  Hampers  pubKcly 
fered  himself  as  the  best  candidate  to 

the  next  ceo,  and  Macauley  says  the 
ijority  of  Grace  directors  support  him. 
it  investors  are  violently  opposed  to 
e  idea,  since  Hampers  is  regarded  as 
3  closely  tied  to  the  Grace  family.  The 
mpany  "sanctioned  a  witch-hunt 
ainst  theii-  chief  executive,"  says  one 
5titutional  shareholder  who  has  been 
itating  for  corporate-governance  re- 
™s.  "Our  primai-y  objective  is  that 
is  Hampers  not  get  the  job."  His  hope: 
at  the  litigation-wary  board  will  hire  an 
tsider  as  ceo. 

After  all  the  Sturm  und  Drang  at 
■ace,  though,  it  may  be  tough  to  lure  a 
od  manager  to  take  the  job. 
By  Elizabeth  Lesly  in  New  York,  with 
lil  DeGeorge  and  Peter  Valdes-Dapena 
Miami 


EXECUTIVE  SUITE 


HOW  MUCH  SHOULD  IT  TAKE 
TO  KEEP  THE  BOARD  ON  BOARD? 

Shareholders  are  taking  aim  at  directors'  lavish  benefits 


For  years,  corporate  directors  have 
endured  the  wi'ath — and  the  proxy 
votes— of  investors  seeking  to  rein 
in  their  ceos'  runaway  compensation 
packages.  Now,  directors  have  to  worry 
about  another  paycheck:  their  own. 

At  more  than  two  dozen  companies 
this  year,  shareholders  are  seeking  to 
strip  directors  of  the  generous  retire- 
ment benefits  they  have  been  awarded 
routinely  since  the  early  1980s.  Among 
the  companies  facing  such  challenges: 
Avon  Products,  Woolworth,  and  Mc- 
Graw-Hill, the  publisher  of  business 
week.  "This  is  just  another  way  to  get 
something  extra  for  coming  to  a  meet- 
ing six  or  seven  times  a  year,"  com- 
plains Thomas  E.  Flanagan,  president  of 
the  Investors  Rights  Assn.,  which  has 
sponsored  resolutions  at  21  companies. 

Broad  reform  probably  is  on  its  way. 
Already,  some  compa- 
nies have  begun  link- 
ing directors'  pay  to 


Board  Bennies 


about  $30,000  last  year,  board  mem- 
bers typically  receive  meeting  fees, 
stock  options,  stock  grants,  and  pen- 
sions. The  upshot:  The  average  director 
of  a  large  company  got  about  $83,000, 
according  to  a  survey  of  200  compa- 
nies by  Pearl  Meyer  &  Partners  Inc.,  a 
benefits  consultant. 

DITCHING  PENSIONS.  At  American  Ex- 
press Co.,  for  example,  directors  such  as 
Henry  A.  Kissinger  were  awarded 
$64,000  retainers  in  1994.  Members  who 
also  chaii*  a  board  committee  pocket  an 
additional  $10,000.  Each  director  receives 
options  on  1,000  AmEx  shares,  plus  a 
$30,000  annual  pension,  $50,000  in  free 
life  insurance,  $300,000  worth  of  acciden- 
tal death  coverage,  and  a  $500,000  gift 
upon  death  to  a  chosen  charity. 

Companies  argue  that  big-money  ben- 
efits, including  jsensions,  ai'e  needed  to  at- 
tract  and  retain  the  best 
directors.  Already, 
though,  Alexander  & 


performance  by  award-   ^J^J^^^^^/'l^}^!''^^^^!^          Alexander  Services  Inc. 

has  agreed  to  ditch  its 
pension  program  for  di- 
rectors. Other  compa- 
nies ai"e  making  broader 
changes:  Travelers  Inc. 

Directors — a  widely  re-    - 1 -'- _  _  _    _  _   and  Scott  Paper  Co.  no 

spected  group  whose     PHILIP  MORRIS  Pensions  equal      longer   pay  directors 
the  $26,000  annual  retainer, 
plus  25%  of  attendance  fees  up 
to  $6,000  a  year,  paid  for  a  peri 
od  equal  to  years  of  service 


ing  stock  or  options  in 
lieu  of  or  in  addition  to 
cash.  And  in  early 
June,  the  National  As- 
sociation of  Corporate 


BALTIMORE  GAS  &  ELECTRIC 

Nonemployee  directors  receive 
pensions  for  life  equal  to  their 
annual  retainer,  currently  at 
$18,000  a  year 


members  include  ceos 
and  directors — is  ex- 
pected to  release  a 
sheaf  of  proposals  on 
how  directors  should 
be  paid. 

Shareholder  activists 
have  plenty  of  fodder. 
Besides  annual  retain- 
ers, which  averaged 


SPRINT  After  retirement,  board 
members  continue  to  get 
$35,000  annual  retainer,  paid 
monthly,  for  up  to  10  years 


fees  for  attending  meet- 
ings or  chairing  commit- 
tees. Instead,  Travelers 
pays  a  flat  retainer  of 
.$75,000— in  stock.  That's 
no  small  sum — but  it's 
a  clear  step  toward 
moderation. 

By  John  A.  Byrne 
in  New  York 
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The  average  person  spends 
15  weeks,  5  days,  23  hcairs  and  58  minutes 
^     searching  for  a  new  computer*  . 

(Get  a  life.  Or  at  least  call  our  number.)^  \ 


this  fast-paced,  hectic  world,  who's  got  time  to  hunt 
3W  (;omputer? 

its  why  there's  a  last  way  to  liud  uii  allonlahle, 
satile,  workhorse-ol-a-computer.  A  last  way  to  get  it 
door.  And  a  last  way  to  get  responsive  service 
pport. 

1  IBM  PC  Direct,  hs  that  last.  A  highly  skilled 

consultant  will  explain  whatever  you 
want  to  know  (and  then  some)  about 
our  IBM  PC  300. 

The  high-performance,  upgrad- 
able PC  that  monitors  and  tracks  itself 
to  prevent  potential  problems.  The 
PC  that  wakes  itself  up  day  or 
night,  sends  or  receives  faxes,  runs 
tions  and  faxes  you  the  results.**  The  PC  preloaded 
ftware  that  tutors  you  on  diagnostics,  automatic 
ling  and  more. 

Built-to-order. 

)U  like,  we'll  custom  configure  the  PC  300  to 
ecilications,  so  you  get  the  computing  power  you 
Vom  the  most  basic  configuration  all  the  way 
'entium  processors. 

Strong  support, 
■e  we  deliver  the  computer  to  your  door,  you  11  have 

0  HelpWare®  toU-free  voice  support,  24  hours  a  day, 

1  week,'  during  the  3-year  limited  warranty  period.* 
hnical  problem?  No  problem.  Your  PC's  equipped 


tfriwr  200. 
ier  jirinlcr  hiiill 
ly  lorfliiulous. 
■300  dpi  Insi'i- 
•chnolof^Y 
^es  [H^r  iiiiniilc 
'mis  inchiilcd 
!V  inoni'Y-liticfi 
Udniiilcc' 
nh  $  I7~>. 


The  IBM  PC  300  SpaceSaver 

The  PC  300  Desktop 

The  PC  300  Desktop 

For  more  power: 

For  more  power: 

For  more  power: 

•  An  Intel"  486  processor  chip 

•An  Inlei"  486  processor  chip 

•An  Intel'  Pentium'" 

•Math  coprocessor 

•  Math  coprocessor 

60  MHz  processor  chips 

•Upgradable  to  256KB  L2 

•  Upgradable  to  256KB  L2 

•  Math  coprocessor 

cache 

cache 

•256KB  L2  cache 

•  EnhancerJ  IDE 

•Enhanced  IDE  364MB-'HD 

•  Enhanced  IDE540MB-'HD 

270MB' HD  (upgradable  to 

(upgradable  to  1GB  HD, 

(upgradable  lo  1GB  HD, 

1GB  HD) 

expandable  to  4  drives) 

expandable  lo  4  drives) 

•Mb  RAM  (expandable  to 

•8MB  RAM  (expandable  to 

•8MB  RAM  (expandable  to 

128MB-) 

128MB) 

128MB) 

•VESA  local  bus  (upgradable 

•VESA  local  bus  (upgradable 

•PCI  local  bus 

to  PCI  with  Selectabus) 

to  PCI  with  Selectabus) 

•64-bit  PCI  local  bus 

•32-bit  VESA  local  bus 

•  32-bitVESA  local  bus 

graphics 

graphics 

graphics 

For  expansion  needs: 

For  expansion  needs: 

For  expansion  needs: 

•  A  lull  Desktop  configuration 

•A  SpaceSaver  contiguration 

•A  lull  Desktop  contiguration 

with  5  slots.  5  bays 

with  3  slots,  3  bays 

with  5  slots,  5  bays 

New  lower  price: 

New  lower  prices: 

New  lower  prices: 

I'fiitium  60 

f. )'  r/  1  /  \_ 

$1574 

$1891 

$2821 

IBM  Credit  Lease  S96/monlti' 

IBM  Credit  Lease  $53/month^ 

IBM  Ciedil  Lease  $64/monlh^ 

Additional  options: 

•  IBM  Enhanced  101-Keyboatd 

$1666 

$1983 

and  Mouse  add  $40 
•  1  MB  '  video  memory  upgrade 

IBM  Credit  L  ease  $56/monlh^ 

IBM  Credit  Lease  S67/month^ 

Pentium  60,  add  $95 
•  Inlernal  CD-ROM  drive. 

ino/i)X4 

100/ DX4 

add  $199 

$1862 

$2179 

IBM  Credit  Leise  $63/mon0 

IBM  Credit  Lease  $74/monlti' 

Standard  on  every  IBM  PC  300  above:  '^^^M 

•  14"  Color  Monitor  with  a 

•  IBM  basic  101-keyboard 

•  DOS,  Windows  and  IBM 

maximum  diagonal  viewable 

and  mouse 

EasyTools 

screen  size  ot  13" 

•  Plug  and  Play  enabled 

•  The  HelpWare  3-year 

•  1MB  Video  memory 

•  Energy  Star  compliant 

warranty  includes 

•  Upgradable  to  fulure  Pentium 

•  PCMCIA  enabled 

-1-yearonsile  service' 

technology  or  Intel  chip 

-30-day  money-back 
guarantee' 

with  Online  Housecall,  which  allows  an  IBM  technician 
to  provide  a  last  diagnosis  via  modem. 

PC  Direct's  30-dav  inoncv-hack  guarantee. 

Okay,  your  new  PC  300  just  arrived.  II  youVe  not 
completely  satisfied,  feel  free  to  return  it.  No  hassles. 
No  questions  asked. 

Give  us  a  call  at  IBM  PC  Direct  at  1-800-426-7255. 
Unless,  of  course,  you  happen  to  have  15  weeks,  5  days, 
23  hours  and  58  minutes  to  Icill. 

Call  us.  Its  that  easy. 


PC  DIRECT 


1-800-426-7255 


Refer  to  source  code  4943 


7255  for  details  on  IBM's  money-back  guarantee  and  limited  warranty.  Copies  of  limited  warranty  available  upon  request  IBM  and  HelpWare  are  registered  trademarks,  and  Kapid  Kesume  is  a  trademark  of  International  Business 
orporalion.  All  other  brands  and  product  names  are  registered  trademarks,  trademarks  or  service  marks  of  their  respective  holiler-.  Windtiws  is  a  trademark  of  Microsoft  f  Corporation.  Third  party  software  programs  listed  are  licensed 
)  under  non-IBM  software  vendors  terms  and  conditions  pruvid.-d  with  the  package.  IBM  makes  no  representations  or  warranli.-s  regarding  non-IBM  softwan-.  PC  Dire,  t  i^  j  trademark  of  ZiH  ( innitiiunK  ation^  Company  .m<l  i-^  used 
er  license.  ©1995  International  Business  Machines  Corijoraliori. 
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TELECOMMUNICATIONS 


McCAW  IS  GEniNG  A  LOT  MORE 
THAN  A  CHUNK  OF  NEXTEL 

He  nabs  a  top  strategic  post-and  a  chance  to  make  millions 


What  a  bargain.  On  Apr.  5,  wire- 
less-phone magnate  Craig  0.  Mc- 
Caw  agreed  to  pay  $12.25  a 
share  for  9.4%  of  Nextel  Communica- 
tions Inc.  That's  not  only  a  fraction  of 
the  $54  Nextel  stock  fetched  in  October, 
1993;  it's  even  below  the  $13.25  at 
which  Nextel  closed  the  day  before  the 
deal.  If  he  likes  the  company,  McCaw 
can  exercise  options  to  acquire  up  to  44 
million  more  shares  at  prices  that  top 
out  at  $21.50  in  six  years.  Says  Steven 
R.  Yanis,  senior  telecom  analyst  at  Op- 
penheimer  &  Co.:  "The  company  just 
has  to  be  mildly  successful  and  he 
makes  a  fortune." 

McCaw's  sweet  deal  is  likely  to  infu- 
riate Nextel's  long-suffering  sharehold- 
ers— some  of  whom  filed  a  class  action 
on  Mar.  10  accusing  company  executives 
of  insider  trading  and  making  false  and 
misleading  statements  about  their  tech- 
nology. Nextel  executives  say  the  suit  is 
without  merit.  But  McCaw's  purchase, 
which  could  be  worth  up  to  $1.1  billion, 
reflects  this  reality:  Nextel  badly  needs 
McCaw,  both  for  his  money  and  for  his 
strategic  savvy. 

Until  a  year  ago,  Nextel  could  do  lit- 
tle wrong,  stitching  together  an  impres- 
sive nationwide  network  of  radio-dis- 
patch services  for  fleets  of  trucks,  vans, 
and  taxis.  Then  came  a  huge  miscalcula- 


tion, in  the  guise  of  a  tentative  deal  by 
MCI  Conrmnunications  Coi-p.  to  pay  $1.36 
billion  for  a  17%  stake  in  the  company. 
The  goal:  To  transform  Nextel  into  a 
system  rivaling  the  big  cellular  phone 
companies.  But  Nextel's  network  wasn't 
up  to  challenging  the  cellular  operators. 
In  August,  MCI  backed  out,  deciding  it 
would  cost  too  much  to  bring  Nextel's 
phone  quality  up  to  the  expectations  of 
cellular  customers.  Nextel's  stock 
plunged  (chart). 

"OUT  OF  FAVOR."  Now,  McCaw's  cash 
injection  bails  Nextel  out  of  a  mess. 
The  company  needs  hundreds  of  mil- 
hons  of  dollars  to  finish  building  its  na- 
tional digital  network.  And  it  has  fallen 
below  the  equity-to-to- 
tal-capitalization test 
of  its  bond  covenants, 
limiting  its  ability  to 
buy  the  radio  dispatch 
operations  it  needs 
from  Motorola  Inc.  and 
others. 

Beyond  that,  Mc- 
Caw likely  will  help 
guide  a  company  that 
has  some  major 
strengths:  national  dig- 
ital coverage  and  an 
established  customer 
base.  "What  you  have 


RADIO  DAYS:  McCaw  will  stress 
Nextel's  roots  as  a  dispatcher 


THE  McCAW  EFFECT 


NEXTEL  COMMUNICATIONS 
STOCK  PRICE 


DATA.  BLOOMBERG  FINANCIAL  MARKETS 


is  a  company  out  of  favor  with  nearl; 
everybody  and  nearly  written  off- 
which  still  has  a  viable  business  cas< 
And,  without  question,  it  is  substanti: 
ly  underpriced,"  says  Herschel  Shos 
teck,  president  of  Herschel  Shostec 
Associates  Ltd.,  a  market  researcher. 

McCaw,  who  will  head  a  newl; 
formed  "operations  committee,"  plan 
to  return  Nextel  to  its  roots  in  two 
way  radio,  a  nearly  20  million-perso: 
market,  while  working  to  expand  int 
white-collar  sectors  such  as  law  firm: 
Where  Nextel  has  an  advantage  ove 
cellular,  he  says,  is  in  permitting  in 
stant  communication  among  member 
of  a  predefined  work  gi'oup.  Within  thi 
"group"  mode,  all  customers  have  t 
do  is  press  the  talk  button  and  talk- 
no  dialing  required.  That's  suited,  M^ 
Caw  says,  for  "stream-of-consciousness 
communications — say,  the  fast-pace 
back-and-forth  that  comes  in  the  throe 
of  closing  a  deal.  It's  no  coincidenc 
that  Nextel  Communicators  were  era 
ployed  in  the  all-night  session  wher 
the  terms  of  McCaw's  investment  wer 
thrashed  out. 

It's  a  splashy  return  to  the  spotligh 
for  McCaw,  who  seemed  outmatched 
the  recent  auctions  for  airwaves  for  pel 
sonal  communications  services  (pes).  A 
the  end  of  the  action,  McCaw,  despit 
active  bidding,  came  away  without  an 
licenses.  He  says  now  that  he  "couldn 
have  been  happier  with  the  outcome 
since  in  bidding  on  a  variety  of  proper 
ties,  he  made  sure  that  no  potently 
competitor  got  a  better  deal  than  AT&l 
of  which  his  family  acquired  3%  from  it 
sale  of  McCaw  Cellular-  Communication 
Inc.  last  year*.  Says  McCaw:  "License 
should  go  for  fair  value,  and  if  the; 
weren't,  they  should  go  to  me." 

His  Nextel  deal  has  little  to  do  wit 
PCS,  McCaw  says.  Analysts  agree:  Nex 
tel  has  been  down  that  path  befon 
with  disastrous  results 
McCaw  simply  is  buy 
ing  into  Nextel  at  th 
right  time,  and  at 
price  that  leaves  hir, 
with  assets  for  othe 
opportunities.  "I  vie\ 
myself  as  flexible,"  M( 
Caw  says.  Expect 
hear  more  from  th 
wizar'd  of  wireless. 

By  Peter  Coy  v 
New  York,  with  Kath 
Rebello  in  San  Frar, 
Cisco  and  Mark  Lewy 
in  Washington 


44  BUSINESS  WEEK  /  APRIL  17,  1995 


Did  you  know? 


RAYTHEON    IS   A   WORLD    LEADER    IN    ENGINEERING   AND    CONSTRUCTION.  Helpir 

make  the  future  brighter.  For  Raytheon,  it's  as  complex  as  completing  the  largest  independe 
power  plant  in  the  United  States,  or  as  simple  as  supplying  the  power  for  your  reading  lam 


Raytheon  is  the  leading  builder  of 
independent  power  plants  in  the  world 


S/the  Energies'  one  thousand  megawatt  power  plant  in  Scriba,  NX 


I  more  than  40  global  offices  and  project  sites  we're  among  the  largest,  most  diverse,  and 

st  growing  engineering  and  construction  companies  in  the  world.  Raytheon.  Commercial  and 

nse  electronics,  engineering  and  construction,  aircraft,  and  appliances.  Raytheon 

Expect  great  things 


News:  Analysis  &  Commentary 


COMMENTARY 

By  John  A.  Byrne 


HOW  TO  SUCCEED:  SAME  GAME,  DIFFERENT  DECADE 


/  will  be  here  year  after  year  after 
fiscal,  never  take  a  risk-al,  year. 
— Twimble,  the  mail  room  boss 

T wimble  has  worked  the  mail 
room  year  after  year,  but  he  has 
never  sorted  a  Federal  Express 
package.  His  young  charge  J.  Pien-e- 
pont  Finch,  the  consummate  corpo- 
I'ate  climber,  wouldn't  know  an  Ar- 
mani power  suit  from  a  seersucker 
job.  These  are  characters  solidly 
rooted  in  the  1950s — that  compara- 
tively stable  era  when  American 
business  enjoyed  the  profitable  luxu- 
ry  of  a  less  global  world. 

No  matter.  It  is  a  measure  of  the 
inevitable,  falUble  humanity  of  busi- 
ness organizations  that  Hotv  to  Suc- 
ceed in  Business  Without  Really 
Trying,  the  exuberant  1961  musical 
parody  of  corporate  life  whose  revi- 
val opened  on  Broadway  Mar.  23, 
still  hits  the  mark.  Finch,  played  by 
Matthew  Broderick,  is  a  timeless 
character  in  an  equally  timeless  en- 
deavor: Getting  Ahead.  His  employ- 
er, World  Wide  Wicket  Co.,  is  the 
stodgy,  bureaucratic  archetype  of  all 
that  still  i-emains  wrong  with  Corpo- 
rate America. 
BACKSTABBER.  Ajiyone 
who  has  ever  worked 
in  an  organization — 
that  is,  almost  all  of 
us — will  feel  at  home 
watching  How  to  Suc- 
ceed. . .,  which  was  in- 
spired by  the  title  of 
Shepherd  Mead's  whim- 
sical screed  of  rules  for 
executive  success  pub- 
lished in  1952.  The  man 
who  gets  ahead  at 
World  Wide  knows  how 
to  ingratiate  himself  with  the  boss, 
how  to  pick  the  right  teams,  and 
how  to  stab  the  right  backs. 

The  lesson  in  Broadway's  revival? 
All  the  hierarchy-busting  of  the  past 
decade  hasn't  put  an  end  to  office 
politics.  It  simply  has  changed  the 
nature  of  the  game.  We  snicker  at 
Finch's  obvious,  elbows-out  machina- 
tions, such  as  dispatching  his  secre- 
tary to  speed  his  rivals'  demise  or 
buttering  up  the  boss  by  pretending 
to  share  his  alma  mater  But  we  see 
the  same  tricks  on  the  job  every 


day — ^just  camouflaged  better. 

How  to  get  promoted?  Read  and 
write  memos,  Finch  is  told.  "You  will 
soon  find  there  is  little  information  of 
any  value  in  them,  but  they  are 
mighty  handy"  because  they  afford 
you  the  chance  to  compliment  the 
memo  writer — especially  if  he's  a 
more  senior  executive  than  you. 
"Write  them  on  any  subject,"  goes 
the  advice.  "Small  matter  what  you 
write  them  about,  as  long  as  you 
write  them  often.  No  one  will  read 
them,  but  someone  will  notice  vour 


GETTING  AHEAD:  Broder- 
ick and  Mullally  (above) 
in  a  reviva  l  of  the  '61 
musical  Robert  Morse 
(left)  made  famous 


name  at  the  top."  So  it  is  now — only, 
electronic-mail  is  the  medium  of 
choice. 

Granted,  there's  something  quaint- 
ly antique  about  the  advice  Finch  fol- 
lows in  his  climb  from  mail  room 
clerk  to  chairman  of  the  board.  The 
right  employer  "must  be  big,"  he  is 
counseled.  "In  fact,  the  bigger  the 
better.  It  should  be  big  enough  so 
that  nobody  knows  exactly  w^hat  any- 
one else  is  doing."  At  World  Wide, 
an  employee's  success  depends  more 
on  risk  avoidance  and  lucky  breaks 
than  on  brainpower  and  dili- 
gence. The  company's  managers 
relinquish  their  identities  to  be- 
come little  more  than  yes-men 
(only  men,  of  course),  ever  in 
search  of  the  next  step  on  the 
corporate  ladder. 
A  COUP.  World  Wide,  in  other 
words,  is  exactly  the  sort  of 
company  ripe  for  a  boardroom 
coup  and  an  outside  chief  exec- 
utive eager  to  shake  things  up 
and  diversify  its  workfoi'ce.  To- 
day, obviously,  big  no  longer  is 
beautiful.  And  service  compa- 
nies, far  from  the  dead-ends 
Finch  is  instnicted  to  avoid  so 
studiously,  are  where  the  eco- 
nomic action  is. 

And  today's  business  world 
surely  depends  more  on  genius 
than  on  form.  "Never  take  a 
risk-al?"  Let's  hope  not.  Yet, 
much  of  How  to  Succeed  rings 
frighteningly  tnie.  We  know  it's 
a  joke;  in  this  global  market,  it  has 
to  be.  But  in  our  gut,  we  wonder 
why  so  little  has  changed. 

Byrne  writes  on  inamiqement. 


How  to  Choose  an 
Employer 


Sage  counsel  from  How  To  Succeed  In  J 
Business  Without  ReaUy  'ftying  i 


SIZE 

The  bigger  the 
better.  It  should 
be  big  enough  so 
that  nobody 
knows  exactly 
what  anyone  else 
IS  doing. 


LOCATION  INDUSTRY 

It  should  be  in  a  Be  sure  yours  is  a  company  that 

big  city.  New  makes  something,  and  that 

York  City  is  best,  someone  else  actually  has  to 

but  Chicago  or  make  ii.  Beware  of  service  orga- 

Los  Angeles  will  nizations.  They  will  give  you  few 

qualify,  too.  opportunities  to  relax  or  to  plan 
your  future. 
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IN  THE  CENTER  OF  THE  UNIVERSE. 
EHERE  IS  THOUGHT  TO  BE  A  MASSIVE  ENTITY  NO  ONE  HAS  EVER  SEEN. 
SOUNDS  A  BIT  LIKE  YOUR  INSURANCE  COMPANY  DOESN'T  IT? 


At  General  Accident  Insurance,  we  do  something  most  insurance  companies  would  never  even 
:hink  of.  We  meet  with  you.  We  get  to  know  your  business.  Our  marketing,  imderwriting,  claims  and 
loss-control  teams  might  even  suggest  ways  to  make  your  company  safer,  which  could  save  you  money 
n  premiums.  Unusual,  yes.  But  we  think  our  team  approach  is  just  a  better  way  to  do  business. 

Look  up  GA  in  your  Yellow  Pages  and  call  your  hidependent  Agent  about  our  entire  line  of 
:cjmmercial  insurance  products.  You'll  find  we  have  over  $6.7  billion  in  assets.  An  A+  (.Superior)  rating 


rom  A.M.  Best,  a  nationally  recognized  insurance  rating  service. 


GENERAL 

ACCIDENT 

INSURANCE 


\nd  an  approach  to  insurance  that's  light-years  ahead.  We'll  See  You  Through. 


Rc(tl  BUSINESS  I<l:(iI  PROBLEM  /x'crt/  SOLUTION  R^cil  RESUL' 

Scr\'iceS()iiicc.  Liniitctl  access  to  Toll-free  ser\iee  to  International  sale 

eoniputer  parts  supplier  international  markets  40  coimtries  more  than  doubU 


Thanks  to  Sprint  Business, 
we're  exporting  mice  to  40  countries.' 

PC  ServiceSource  provides  a  \'it;il  sei\  ioc 
to  computer  repair  eompanies:  they  ship  new  parts 
myvvhere  in  the  world-overnight. 

When  you're  a  small  compariy  in 

Carrollton,  Texas,  you  can't  wait 
for  the  world  to  come  to  you. 
  You've  got  to  get  to  them." 

W'itli  tlieir  former  carrier,  !'(]  Ser\ieeSoiirce 
only  had  tuil-trcc  lines  to  nine  countries, 
"if  our  800  service 
couldn't  expand  internationally, 
neither  could  our  business." 

Splint  ISusiness  stepped  in  witli  a  real  solution. 
More  lines.  More  countries. 

Now  the\''re  o|ien  in  40  countries,  24  hours  a  day. 
And  that's  helped  sales  at  I'C  Ser\'iceSouree 
.tjrow  dramatically  in  the  last  year. 
International  sales  ha\e  more  than  doubled. 
Sprint  really  helped  us  go  global." 
Call  now.  And  we'll  help  x'our  business 
do  more  business. 


Sprint 

Business 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


RAYTHEON  GETS  ITS 
WALLET  OUT 

JUST  ABOUT  EVERYONE  ELSE 

in  defense  electronics  has 
merged,  acquired,  or  consol- 
idated. On  Apr.  3,  Raytheon 
finally  followed  suit,  propos- 
ing a  $2.3  billion  buyout  of  E- 
Systems,  the  nation's  leading- 
maker  of  top-secret  spy 
equipment.  The  purchase  will 
add  $3  billion  in  debt  to 
Raytheon's  books.  But  Chair- 
man Dennis  Picard  says  he 
remains  in  acquisition  mode. 
Next  on  his  list:  a  nondefense 
business  that  will  help  him 
diversify.  Picard  isn't  the 
only  one  on  a  shopping  spree. 
Consolidation  has  left  the 
defense  electronics  industry 
with  just  four  major  players, 
all  with  sales  of  $10  billion  or 
more.  And  across  industries, 


CLOSING  BELL 


HARDLY  BULLISH 

The  First  Lady's  favorite  com- 
modity is  moving  agam.  Live 
cattle  futures  liave  plunged 
amid  a  supply  glut.  Prices 
fell  10%,  to  67.35(J  per 
pound,  before  firming  at 
70.175e  on  Apr.  5.  Ttie  big 
slide  began  on  Mar.  17,  when 
a  tally  of  steers  fattening  at 
feedlots  came  in  10%  higher 
than  expected.  Lot  operators 
"could  not  move  the  meat  as 
fast  as  their  supply  was  com- 
ing at  them,"  says  Don  Roose 
of  U.S.  Commodities,  a  hedg- 
ing consultant.  Weak  retail 
demand  for  beef  makes  a  ral- 
ly unlikely  soon,  analysts  say. 


LIVE  CATTLE 
FUTURES, 
73-  APRIL 
DELIVERY 


SEPT  30  '14 
AGENTS  PEh  POUND 

DATA;  BLOOMBERG  FINANCIAL  MARKETS 


APR  4,  '95 


U.S.  mergers  and  acquisi- 
tions were  up  35%  in  the  first 
quarter  of  1995  from  a  year 
earlier.  Wall  Street  bankers 
say  the  dealmaking  shows  no 
signs  of  slowing. 

DETROIT  HITS 

A  POTHOLE  

YES,   THE    NUMBERS  LOOK 

dismal:  First-quarter  vehicle 
sales  were  off  7%  from  1994 
levels  at  Chrysler,  8%  at  gm 
and  4%  at  Ford.  And  Chair- 
man Robert  Eaton  warned 
that  Chrysler's  earnings 
could  suffer  in  both  the  first 
and  second  quarters.  But 
Detroit's  future  isn't  so 
bleak.  Production  was  up  at 
both  GM  and  Ford.  And  gm's 
numbers  were  its  highest 
for  a  first  quarter  since  1989, 
though  it  now  says  second- 
quarter  production  will  come 
in  some  1%  below  the  year- 
ago  quarter.  Retail  incen- 
tives, while  rising,  remain  at 
relatively  modest  levels. 
First-quarter  earnings  at  gm 
and  Ford,  in  fact,  should  im- 
prove over  last  year. 

IN  INDIA,  BEEF-FREE 
MICKEY  D  

INDIA'S   SACKED   COWS  CAN 

stop  fretting:  McDonald's 
won't  be  requiring  their  ser- 
vices. The  burger  behemoth 
announced  it  will  open  its 
first  franchises  in  India  ear- 
ly next  year — but  without 
Big  Macs.  Deferring  to  the 
country's  Hindu  tradition, 
which  prohibits  the  consump- 
tion of  beef,  the  company  in- 
stead will  serve  chicken  and 
fish,  as  well  as  vegetable 
burgers.  It's  the  first  time 
the  fast-food  company  has 
excluded  beef  from  its  menu. 
New  Delhi  consultant  Dilip 
Cherian  thinks  other  multi- 
nationals should  follow  Mc- 
Donald's culturally  sensitive 
lead:  "It's  not  going  to  be  one 
grand  American  burger  that 
sweeps  through  India,"  he 
says. 


HEADLiNER:  PETER  N.  LARSON 


A  NEW  HAND  AT  BRUNSWICK'S  HELM 


The  last  outsider  named 
heir  to  the  top  job  at  boat 
maker  Bnanswick,  John 
Reilly,  lasted  less  than  a 
year,  departing  in 
June,  1994,  after 
clashes  with 
ChaiiTnan  Jack 
Reicheil  and 
his  chief  deputy, 
Dianne  Yaconet- 
ti.  Now  comes 
Peter  Larson:  On 
Api-.  3,  BiTmswick  an- 
nounced Larson  would  be- 
come CEO,  taking  over  as 
chairman  when  Reichert  re- 
tires this  fall. 

Lar'son,  55,  helped  guide 
Kimberly-Clark's  dash  into 
the  diaper  business  in  the 
1980s,  then  steered  Johnson 
&  Johnson's  consumer  and 
personal  care  gi'oup,  ex- 
panding Tylenol's  franchise. 


"He  biings  a  lot  of  energy 
and  excitement,"  says  San- 
ford  C.  Bemstein  analyst 
Kenneth  Abramowitz. 
Brunswick  has 
mixed  prospects. 
The  company's 
financials  are 
strong:  It  post- 
ed net  income 
of  $129  million 
last  year,  up 
137%,  on  sales  of 
$2.7  billion.  But  the 
boatmaker  has  to  meet 
new  emissions  laws  for  en- 
gines, and  it  faces  competi- 
tion from  rejuvenated  rival 
Outboard  Marine.  And 
Larson  must  maintain  cor- 
dial relations  with  Reichert 
and  Yaconetti.  His  advan 
tage  there:  He'll  run  the 
show  from  day  one. 

By  Kevin  Kelly 


fflt 


I'OUS 
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A  LUCKY  STRIKE 
FOR  U.S.  SMOKES 

TRADE  DEFICIT?  NOT  FOR  THE 
tobacco  industry.  U.  S.  ciga- 
rette output  rose  10%  in  1994, 
to  726  billion — the  most  since 
1981 — thanks  largely  to  a 
trade  surplus  that  ballooned 
by  45%  from  the  year  before, 
says  the  Agriculture  Dept. 
Sales  are  surging  in  Eastern 
Europe,  where  the  quality- 
starved  masses  finally  can  af- 
ford Marlboros — and  pay  with 
solid  currencies.  And  in  the 
U.S.,  smoking  diehards, 
chaiTned  by  lower  prices,  have 
ignored  the  antismoking  cru- 
sade: Domestic  demand  stabi- 
lized in  1994  after  10  consecu- 
tive years  of  decline. 

NEW  NAMES  ON 
THE  DEAN'S  LIST 

THE    B-SCHOOL  SHUFFLE: 

Dartmouth's  Amos  Tuck 
School  of  Business  on  Apr.  3 


named  Paul  Danos,  senior  awn 
sociate  dean  at  the  Universil 
of  Michigan's  B-school,  as  i 
new  dean.  Danos,  52,  w; 
the  architect  of  a  five-year  e 
fort  that  led  to  dramat 
changes  in  Michigan's  innov 
five  MBA  program.  He  land( 
the  job  at  Tuck  shortly  afti 
Harvard  B-school's  Leonai 
Schlesinger  withdrew  fro 
the  race.  In  so  doing,  Schl 
singer,  a  senior  associa 
dean,  made  himself  a  lik^ 
front-runner  to  succeed  Ha 
vard  Dean  John  McArthur, 


ETCETERA... 


■  Boone  Pickens  gave  tv 
board  seats  to  a  dissident  i 
vestor,  averting  a  proxy  figl 

■  General  Motors  will  unlo; 
its  National  Car  Rental  ur 
for  as  much  as  $1.5  billion, 

■  Ian  Diery,  a  key  executi\ 
quit  Apple  after  a  reorga 
ization  left  him  in  the  cold 

■  Gulf  Air  called  off  its  ord 
for  Boeing  777s,  which  ecu 
have  been  worth  $1.7  billic 
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IITED  BY  OWEN  ULLMANN 


rAMATO'S  BARBS 

lOULD  TURN  INTO  BOOMERANGS 


I  Ifonse  M.  D'Amato  (R-N.  Y.)  won  the  nickname  Senator 
\  Pothole  thanks  to  an  uncanny  ability  to  deliver  the  good- 
lies  for  his  constituents.  But  with  a  Democrat  in  the 
lite  House,  the  loquacious  Long  Island  lawmaker  is  eaining 
iself  a  new  monikei"  Senator  Potshot. 
D'Amato  has  staked  out  a  role  as  the  (iOP's  partisan  point 
n.  His  unrelenting  attacks  on  the  Wliite  House — ft'om  the 
■st  Lady's  lucrative  commodities  trades  to  the  Pi'esident's 

I  billion  Mexican-peso  bailout — are  aimed  at  further  weak- 
ng  the  Administration  and  firming  up  the  Republicans' 
d  on  the  Senate.  And  by  taking  the  lead,  D'Amato,  head  of 
late  Majority  Leader  Bob  Dole's  Pres- 
atial  steeling  committee,  lets  the  Kan- 
Republican  stay  above  the  fray. 

IVOUS  INVESTORS.  But  the  tlu'ee-teiTn 
ators  surprise  move  on  Mar.  30  to 
ke  U.S.  aid  to  Mexico  conditional  on 
igi'ess'  approval  risks  alienating  fellow 
oublicans,  cracial  Democrats  on  the 
iking  Committee  he  heads,  and  the 

II  Streeters  who  in  recent  years  have 
w^ered  him  with  hundreds  of  thou- 
ds  of  dollars  in  campaign  donations. 
)'Amato  appai-ently  is  playing  to  pop- 
t  resentment  of  the  peso  rescue.  "It's 
■king,  middle-class  Americans  baihng  out  wealthy,  sophis- 
.ted  investors,"  he  rails.  The  gambit  backfired.  Senate 
jublicans  and  big  Wall  Street  investors  were  unnerved, 
Tying  that  D'Amato's  move  could  worsen  Mexico's  crisis. 
m  House  Speaker  Newt  Gingrich  panned  the  tack  as  "a 

mistake."  Groans  Senator  John  McCain  (R-Ariz.):  "It's 
I  lb  politically,  because  the  President  can  point  to  a  Repub- 
n-controlled  Congress  if  things  go  wrong." 
Vnd  D'Amato's  barefisted  tactics  have  infuriated  some 
nocrats,  whose  bipartisan  support  he  will  need  later  this 
r  for  major  legislation  such  as  bank  reform  or  a  possible 
rhaul  of  the  shaky  thrift  insurance  fund.  For  now,  many 


CAPITAL  WRAPUP 


THE  LIP: 


feel  the  New  Yorker  is  playing  pohtics  on  the  Mexico  issue. 
Senate  Minority  Leader  Thomas  A.  Daschle  (D-S.  D.)  gripes 
that  D'Amato's  only  motive  is  "to  embairass  the  President." 

D'Amato's  broadsides  have  kept  the  Administration  off 
balance,  and  there's  no  sign  he'll  let  up.  He  tortured  Clinton- 
ites  at  Whitewater  hearings  last  summer  and  is  expected  to 
resume  them  later  this  year.  His  introduction  of  two  bills  to 
bar  Iran  trade  sent  the  State  Dept.  scrambling  to  toughen  its 
stance.  Plus,  his  panel  could  stage  binising  confumation  hear- 
ings for  Clinton's  nominee  to  replace  retuing  Federal  Resei-ve 
Board  Governor  John  P.  La  Ware — as  well  as  the  Pi'esident's 
choice  for  Fed  chairman  when  Alan 
Greenspan's  term  expires  next  March. 

Back  in  New  York,  "Al  the  Pal"  has 
built  a  well-oiled  pohtical  machine.  He 
has  lined  up  state  gop  support  behind 
Dole's  Presidential  bid — with  his  protege, 
New  York  Governor  George  E.  Pataki, 
leading  the  parade.  Now  he's  solidifying 
his  base  inside  the  Beltway.  When  not 
slamming  Clinton,  he's  drumming  up 
campaign  dollars  as  the  new  chief  of  the 
National  Republican  Senatorial  Commit- 
tee, raising  an  impressive  $6.5  million 
since  Januaiy.  "D'Amato  is  a  force  to  be 
reckoned  with,"  says  go?  strategist  Kathleen  Cooney  Severin. 

Still,  D'Amato's  penchant  for  controversy  is  risky.  He 
barely  squeaked  back  into  office  in  1992,  and  his  New  York 
approval  ratings  have  dropped  to  33%  fi-om  a  peak  of  63%  in 
1986.  Antics  such  as  his  mocking  of  Lance  Ito,  the  judge  in 
the  O.J.  Simpson  case,  with  a  fake  Japanese  accent  on  an 
Apr.  4  radio  show  don't  help.  "It's  hard  to  move  your  poll 
numbers  up  again  when  your  persona  is  as  well-defined  as 
D'Amato's,"  says  Maiist  Institute  pollster  Lee  M.  Miringoff. 
Indeed,  to  raise  those  numbers  as  part  of  the  Washington 
leadership,  he'll  have  to  produce  results,  not  just  sound  bites. 

By  Amy  Barrett  ivitli  Mary  Beth  Regan 


makes  a  ternpting  target 


J  WAY,  JESSE 

Despite  support  from  GOP  leaders,  a 
an  by  Senate  Foreign  Relations 
lairman  Jesse  A.  Helms  (R-N.  C.)  to 
ift  export-promotion  programs  from 
e  Commerce  Dept.  to  the  State 
--[it.  is  going  nowhere.  Big  Business 
ars  Foggy  Bottom  pinstripes  will 
nore  trade.  GOP  members  of  the 
■nate  Commerce  and  Banking  pan- 
^  decry  Helms's  plan  as  a  turf-grab, 
d  even  State  opposes  it.  If  Com- 
3rce  is  axed,  business  wants  a  new 
port-promotion  agency. 


FDA  OVERHAUL  AHEAD? 

►  Republicans  and  industries  clamor- 
ing for  regulatory  easing  at  the  Food 
&  Drug  Administration  have  an  unex- 
pected ally.  Representative  Ron  Wy- 
den  (D-Ore.),  a  hero  of  consumer  ad- 
vocates, has  embraced  key  changes. 
He  favors  less  pre-approval  product 
testing,  fewer  export  restrictions  on 
unapproved  medical  devices,  and 
shifting  some  fda  reviews  to  outside 
testing  labs.  Many  Democrats  and 
consumer  groups  fear  such  moves 
could  lessen  food  and  medical  safety. 


DOLE'S  KEMP  CONNECTION 

►  They  bloodied  each  other  in  1988 
GOP  Presidential  primaries.  But  inti- 
mates say  former  Housing  &  Urban 
Development  Secretary  Jack  F.  Kemp 
will  soon  endorse  Senate  Majority 
Leader  Bob  Dole's  1996  Presidential 
bid.  Former  Kemp  aide  Scott  Reed  is 
already  on  Dole's  team  as  campaign 
manager,  and  former  Representative 
Vin  Weber  of  Minnesota,  an  avowed 
Kempite,  is  signing  on.  Kemp  could 
woo  GOP  supply-siders  who  worry 
that  Dole  isn't  a  true  tax-cut  believer. 
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"So  we  looked  for  groupware  that  could  brm 


The  first  one  was  supposed  to  be  user  friendj 


The  next  promised  compotibilit/. 


been 


If  we  had  lots  of  time  to  wastn 


group,  isn't  there  something  that  can  turn  l 


;  all  together. 


Not  exactly. 


hey  lied  One  would  hove 


All  it  takes  is  TeamWare™" 
Office:  the  complete  suite 
of  productivity  applications 
that  turns  any  group  into 
a  team,  fast. 

TeaniVC^tre  Office 
includes  e-mail,  info 
shaiing,  document  libraiy, 
work  flow,  and  a  team 
scheduler,  all  fully 
integrated.  It  suppoits 
the  Windows' '  applications 
you're  probably  already 


NetWare 
Compotible 


using.  And  it's  ready  to  am 
the  fii'st  day — no  matter 
which  major  client/server 
system  you  have. 


)me  on,  we've  got  a  good 


0  a  team? 


Call  for  your  Free 

demo  &  evaluation  pack* 
I.800.20.TWARE. 

Email  Address:  globald@tmware.us.com 

World  Wide  Web  Homepage;  htcp;//www,tmware.us.cofn/tmware 


There  is  simply  no  other 
product  like 
it.  TeamWare 
Office.  Less 
work,  more 
teamwork. 
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are  tratlenuirks  <  )l  VlienisKti  Coipiraiit  m  Ncneli  is  a  rei^isleied  iradeni.irk 
and  the  ^e^  logo  is  a  trademark  ol  No\ell,  Im 


International  Business 


JAPAN 


WHEN  DO 

THE  PARACHUTES  OPEN? 

Japan's  market  is  in  free  fall,  and  the  slump  could  hit  the  economy  hard 


First  came  the  Kobe  earthquake. 
Now,  it's  the  Tokyo  yen-quake. 
As  the  Japanese  currency  soars 
to  incredible  heights  against  the 
hapless  dollar,  the  Tokyo  stock  market 
is  once  again  taking  it  on  the  chin. 

Already  down  20%  this  year — and 
60%  from  its  1989  p^-ak— the  widely 
watched  Nikkei  stock  average  is  near- 
ing  the  point  where  the  Finance  Minis- 
try has  traditionally  stepped  in  with 
massive  purchases  of  shares  to  pull  it 
back  from  the  brink.  With  no  sign  of  a 
rescue  package  emerging.  Internation- 
al Ti-ade  &  Industry  Minister — and  for- 


mer Finance  Minister — Ryutaro  Hash- 
imoto has  even  begun  calling  for  a  com- 
prehensive plan  to  "revitalize"  the 
stock  market  through  lower  interest 
rates,  trading  taxes,  and  brokerage 
commissions. 

But  in  the  absence  of  dramatic  steps 
to  brake  the  turbocharged  yen  (page 
34),  buoy  the  sagging  economy,  and 
boost  anemic  corporate  profits,  the  Nik- 
kei stock  average  seems  doomed  to  fall 
even  further.  With  the  Yamaichi  Re- 
search Institute  of  Securities  &  Eco- 
nomics estimating  that  manufacturers' 
earnings  will  fall  1.7%  for  every  one- 


yen  rise  in  the  cuirency's  value  agains n?  ^ins 
the  dollar,  most  analysts  figure  the  Nili  re? 
kei  could  decline  an  additional  l,50j;>|p|j 
points,  to  around  14,000,  by  summer,  j 
Some  even  think  the  average  wij 
have  to  slip  below  13,000 — back 
where  it  was  in  1986 — before  stock  i 
can  again  compete  with  the  3.5%  yield  t. 
on  government  bonds.  Indeed,  witjt 
Japanese  stocks  still  fetching  an  aveii': 
age  price-earnings  ratio  of  59,  Morga 
Stanley  &  Co.  analyst  Alexander  Kin 
mont  estimates  that  corporate  earii 
ings  would  have  to  chmb  48%.  to  reflei' 
today's  market  levels. 
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IPAN'S  WEAK  LINKS  AS 
TOCK  PRICES  TUMBLE 

S  Lenders  already  face  as  much 
[.6  billion  in  unrealized  losses  on 
ortfolios.  A  Nikkei  below  15,000 
mean  even  more  losses  and  leave 
for  some  banks,  including  Long- 
;redit  and  Daiwa,  below  interna- 
/  agreed  upon  minimum  levels. 

ERS  The  top  14  securities  houses 
)ected  to  post  $2.9  billion  in  loss- 
he  fiscal  year  ended  Mar.  31, 
lurth  straight  annual  deficit.  With 
rading  volume  running  40%  below 
yen  levels,  a  shakeout  among 
■  brokers  appears  imminent. 

USURERS  As  stock  losses  pile  up, 
s  are  scrambling  to  meet 
3d  dividend  payments  and  policy 
.  Insurers  already  account  for 
)f  the  $585  billion  in  unrealized 
;y  losses  that  Japanese  investors 
jffered  on  U.S.  bond  purchases. 

CONOMY  The  soaring  yen  is 
I  hopes  for  a  boost  from  rebui Id- 
damage  of  the  Kobe  quake.  GDP 
could  remain  under  1%  this  year 
a  possible  rate  cut,  an  expected 
lion  supplementary  budget,  and 
d-up  public-works  outlays. 

DATA:  BUSINESS  WEEK 

.s  dire  forecasts  roil  the  market, 
kers,  traders,  and  bureaucrats  are 
king  over  the  body  blow  another 
e  drop  in  stock  prices  might  land  to 
Japanese  financial  system  and  over- 
!Conomy.  Because  the  capital  bases 
lost  of  the  nation's  financial  institu- 
s  are  tethered  to  share  prices,  the 
e  of  merging  or  bailing  out  weak- 
i  brokerages,  banks,  and  life-insur- 
;  companies  is  bound  to  rise  as  the 
kei  erodes  (table).  In  fact,  with 
e  banks'  capital  levels  already  just 
ade  over  interna- 
ally  agreed-upon 
mums,  a  costly  fi- 
nal restructuring 

help  keep  credit 
t  in  an  economy 
ady  handicapped 
he  strong  yen. 

NEWS.  Economist 
ert  A.  Feldman  of 
rmon  Brothei-s  Inc., 
me,  sees  gross  do- 
do product  gi'owth 
Jiist  0.2%  in  1995 
idte  earthquake  re- 
i.truction  effoils 
;ia  $12  billion  sup- 


plemental government  spending  plan 
now  in  the  works.  That  means  profits 
may  rise  as  Mttle  as  9%  in  '95.  Consumer 
spending  is  flagging,  too.  "Retail  sales 
have  looked  terrible,"  notes  Lehman 
Brothers  Inc.  economist  Andi-ew  Shipley. 

The  economic  bad  news  is  casting  a 
wide  pall  over  Kabutocho,  Tokyo's  Wall 
Street.  Next  month,  Japan's  top  14  bro- 
kerages are  expected  to  announce  loss- 
es of  $2.9  billion  for  the  fiscal  year  end- 
ed Mar.  31 — their  fourth  consecutive 
deficit.  One  reason:  Goldman,  Sachs  & 
Co.  analyst  David  Atkinson  estimates 
that  Japan's  brokers  need  to  trade  $5.8 
billion  worth  of  stock  daily  to  break 
even.  But  market  turnover  is  running 
at  just  $3.4  billion.  And  while  Wall 
Street  and  European  firms  have  been 
ruthlessly  cutting  costs — Salomon 
Brothers  has  reduced  its  Tokyo  staff 
by  25%  since  1990 — Japan's  brokerages 
have  dragged  their  heels. 

Tr'ue,  local  brokers  have  axed  part- 
timers,  farmed  out  unproductive  work- 
ers to  distant  offices,  and  cracked  down 
on  costly  late-night  drinking  sessions 
in  the  Ginza.  Daiwa  Securities  Co., 
where  the  most  recent  fiscal  year's  loss- 
es are  expected  to  total  $395  million, 
even  moved  most  of  its  operations  from 
fancy  digs  across  from  the  Tokyo  Stock 
Exchange  to  an  unassuming  beige 
building  bordering  a  Shell  filling  sta- 
tion. But  traditions  of  lifetime  employ- 
ment have  kept  brokers  from  slashing 
payrolls.  Atkinson  thinks  they  have 
22,200  too  many  employees. 

While  big  brokers  such  as  Nomura 
Securities  Co.,  with  a  capital  base  of 
some  $20  billion,  could  lose  money  for 
years  without  iimning  into  life-threaten- 
ing trouble,  many  other  finns  are  not  so 
fortunate.  Take  Sanyo  Securities  Co., 
which  during  the  bubble-economy  years 
spent  $93  million  building  one  of  Asia's 
biggest  trading  rooms  on  reclaimed  land 
in  Tokyo  Bay.  Last  year,  as  Sanyo's 
capital  dwindled,  the  Finance  Ministi-y 
ordered  Nomura  and  several  commer- 
cial banks  to  extend  $465  million  in  aid. 
But  that  did  not  stem  the  decay.  Ex- 


pected to  report  a  loss  of  $360  million, 
Sanyo  may  now  be  looking  for  a  suitor. 
With  Nomura  struggling  to  stem  its 
own  losses,  "maybe  a  good  strong  bank 
will  take  care  of  my  company,"  says 
one  Sanyo  source. 

In  fact,  Japanese  banks  may  be  the 
salvation  of  the  smaller  firms — but  they 
may  be  the  bane  of  the  larger  ones. 
With  the  Finance  Ministry  allowing 
banks  to  get  into  trading  and  under- 
writing for  the  first  time  in  postwar 
history,  16  already  have  set  up  secur- 
ities units,  including  Daiwa  Bank  Ltd., 
which  took  over  troubled  Cosmo  Se- 
curities Inc.  last  year.  How  far  banks 
can  go  to  bail  out  other  ailing  brokers, 
of  course,  will  depend  in  part  on  how 
much  they  will  have  to  absorb  on  their 
own  books  if  the  Nikkei  keeps  sliding. 
If  the  Nikkei  settles  at  14,000  by  the 
end  of  the  current  fiscal  year  next  Mar. 
31,  reckons  Koyo  Ozeki,  a  analyst  with 
IBCA  Ltd.  in  Tokyo,  wtite-offs  on  shares 
could  go  as  high  as  $50  billion. 
RADICAL  THEORIES.  Analysts  are  also 
casting  a  gimlet  eye  on  life-insurance 
companies.  The  industiy  has  long  relied 
on  stock-market  gains  to  pay  dividends 
and  meet  promised  returns  on  policies 
of  3%  to  5%.  However,  some  life  in- 
surers, including  Chiyoda  Mutual  and 
Mitsui  Mutual,  have  come  close  to  de- 
pleting their  unrealized  gains.  Worse 
yet,  life  insurers  are  considered  to  be 
the  leading  victims  of  the  $585  billion 
in  foreign  exchange  losses  that  Merrill 
Lynch  &  Co.  economist  William  Ster- 
ling estimates  Japanese  investors  have 
taken  on  U.S.  Ti*easuries. 

In  the  face  of  mounting  financial  and 
economic  stresses.  Bank  of  Japan  Gov- 
ernor Yasuo  Matsushita  has  nudged 
money-market  rates  modestly  lower  in 
recent  days,  and  many  traders  expect 
him  to  cut  the  record-low  1.75%  dis- 
count rate  by  50  basis  points  before 
long.  But  Toshimasa  Fujii,  Japanese 
countiy  manager  for  McGraw-Hill  Inc.'s 
MMS  International  unit,  thinks  the  ris- 
ing yen  will  force  Matsushita  to  slash 
the  rate  by  as  much  as  a  full  percent- 
age point  as  early 
as  mid-April. 

Perhaps  even 
more  radical  steps 
will  be  needed  to 
pull  the  market  out 
of  its  funk.  Morgan 
Stanley's  Kinmont,  for  example,  is  urg- 
ing Japan's  cash-rich  corporations  to 
hike  their  dividends  and  foi-m  large 
holding  companies  to  buy  back  massive 
quantities  of  shares.  "The  only  way  out 
is  a  destrxiction  of  equity,"  he  says.  If 
any  market  is  open  to  radical  prescrip- 
tions right  now,  Tokyo  is  the  one. 

By  Brian  Bremner  in  Tokyo,  with 
William  Glasgall  in  New  York 


ROAD  WORK 


Rebuilding 
highways  aftei' 
the  Kobe  quake 


International  Business 


GERMANY 


MERCEDES  CANT  SHIFT 
INTO  CRUISE  CONTROL  YET 

Its  savage  cost-cutting  has  worked.  But  there's  more  to  do 


When  Helmut  Werner  slipped  into 
the  driver's  seat  at  Mercedes- 
Benz  as  chief  executive  in  Janu- 
ary,  1993,  the  company  was  in  sore  need 
of  a  major  overhaul.  Losses  were  piling 
up,  its  luxury  autos  were  overpriced, 
and  costs  were  30%  above  such  com- 
peting models  as  Toyota's  Lexus.  Wern- 
er unleashed  a  whii'lwind  of  change  at 
the  centuiy-old  auto  and  tioick  maker — 
and  lookecl  fomard  to  the  payoff. 

Although  Mercedes  is  now  back  in 
the  black,  there'll  be  no  shifting  into 


autos  research  du'ector  for  DRi/McGraw- 
Hill  in  London:  "Mercedes'  emergency 
cost-reduction  progi-am  seems  to  have 
worked.  Now,  the  cjuestion  is  whether 
they  have  the  stomach  to  attack  costs 
continuously." 

FIGHTING  CHANCE.  Werner  doesn't  in- 
tend to  slow  dowTi  now.  Mercedes  boost- 
ed productivity  30%  over  the  last  two 
years,  he  says,  allowing  the  company 
to  turn  out  110,000  more  cai's  per  year 
with  36,000  fewer  people.  "We  are  only 
about  halfway  through  the  progi'am," 


HELMUT  WERNER 
REDESIGNS  MERCEDES 

®  Slashes  German  payroll  by 
13%  to  148,000  in  two  years 

*  Starts  auto  assembly  in 
the  U.S.  and  France 

*  Forces  managers  to  meet 
market-driven  prices  on 
new  models 

«  Launches  new  models  to 
capture  big  productivity 
gains 

*  Aims  to  increase  annual 
production  by  70%,  to 
1  million  cars,  by  2000 


SHRmKtNG  STATUS:  Werner  and  a  micro  mmicar 


DATA:  COMPANY  REPORTS,  BUSINESS  WEEK 


cruise  control.  It  has  rebounded  largely 
because  of  Wernei-'s  cost-cutting  moves 
(table).  But  now,  Mei-cedes — like  all  Ger- 
man manufactuj-ers — faces  higher  hur- 
dles to  global  competitiveness.  Since 
Jan.  1,  the  mark  has  soared  12%,  to 
about  71^ — 13%  more  than  the  fi2'^c 
rate  at  which  Werner  says  he  would 
feel  "vei-y  comfortable." 

On  top  of  that,  the  auto  industry's 
Mar.  7  settlement  with  the  IG  Metall  la- 
bor union  will  add  more  than  10%  to 
Germany's  wage  bills  by  December  of 
this  year.  Says  John  Lawson,  European 


he  says.  "There's  still  lots  of  room  for 
improvement."  He  wants  to  build  on 
early  gains:  Revenues  soared  10%-,  to 
more  than  $50  billion,  in  1994,  thanks  to 
increases  of  17%.  for'  car-s  and  14%'  for 
trucks.  In  contr'ast  to  its  operating  loss- 
es of  $905  million  in  1993,  Mercedes  was 
$1.4  billion  in  the  black  last  year;  Com- 
mer-zbank  figures. 

Now,  Werner  aims  to  make  cost-cut- 
ting a  way  of  Hfe.  He  is  looking  into 
adding  more  plants  abroad  to  the  ones 
ah-eady  in  the  U.  S.  and  Fr-ance.  Mer- 
cedes is  also  stepping  up  its  r'eliance  on 


lower-cost,  outside  suppliers.  They  nov, 
provide  55%  of  its  components,  an( 
Wer'ner-  wants  to  raise  that  to  60%.  / 
joint  pr-ogr-am  with  suppiier-s.  called  Tan 
dem,  delivered  $1.1  billion  in  saving 
last  year-  and  is  scheduled  to  spr-ing  a:j 
additional  $700  miUion  this  year 

Werner's  moves  have  been  so  radi' 
cal  that  he  has  a  fighting  chance.  One  c: 
his  first  steps  was  to  junk  the  old  cu' 
ture  in  which  engineers  dominated  an 
marketers  took  a  backseat.  Mercedi 
traditionally  priced  models  on  a  cost] 
plus  basis.  Since  Werner-  took  the  to 
job,  the  new  gospel  is  to  set  prices  ac 
cor-ding  to  the  competition — and  the 
produce  to  that  price. 

The  toughest  test  of  the  new  policy  i 
the  U.  S.  market.  Werner  started  b.; 
launching  the  C-Class  compact  in  199  j 
at  about  the  same  base  pr-ice,  r'angin; 
from  $30,000  to  $35,000,  as  pr-ior  vei; 
sions.  Then,  he  laid  into  existing  line 
""""•iii'^  such  as  the  popular-  E-Clas 
of  midr-ange   cars.  U. 
sticker  prices  for  the  199 
model  E320,  for  instanc 
wer-e  set  at  $42,500.  15' 
less  than  its  predecessc 
300E.  And  last  fall,  the  ni 
vamped  top-of-the-line 
Class   1995  models  wer 
pr-iced  7%  to  10%  cheapt 
than  1994  models. 

Dealers  are  delighte( 
Says  James  D.  Evans,  pre'l 
ident  at  L.  P.  Evans  Me  | 
cedes-Benz  in  Miami:  "Tl  j 
r-estructuring    of    pricf  ;j 
wor-ked.  In  1994,  the  S-Ck:  \ 
was  the  slowest  moving  ! 
the  segments.  Right  no";  I 
it's  the  str-ongest."  j 
CITY  CARS.  Werner  is  ali 
bi'inging  out  new  car-s  sij 
par-t  of  his  effoi-t  to  kef!  i 
prices  competitive.  Pr-odul'(| 
tivity  on  the  new  E-Clas:)^ 
scheduled  for  launch  in  E|i| 
rope  this  summer,  will  Iji 
20%  to  30%  higher  than  d 
the   old   model,  enabhr| 
Wer-ner-  to  sell  better-equipped  cars  | 
the  old  sticker  price.  And  he's  br-ingii|  ' 
out  new  lines  of  pr-emium  small  car 
such  as  the  micr-o-minicar-  and  subcoij! 
pact  A-Class  city  car,  both  due  in  19^' 
Wer-ner  br-ags  that  he'll  eventual! 
sell  200,000  A-Class  ears  a  year-  in  E 
rope  priced  at  $14,300  or  less.  That's] 
tall  or-der.  But  if  he  can  make  proi 
on  small  car-s  without  denting  the  ms 
que's  r'eputation  for  quality,  he'll  ha 
Mer-cedes  firmly  in  the  fast  lane. 

By  John  Templeman  in  Bonn, 
David  Woodruff  in  Detroit 
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I  Want  Powei; 
Features  And  Reliability,  z-noteflex. 


I  Want  it  All. 


You  Got  It 


Power  

High-speed  processors  to  lOOMHz 
Large  TFT  and  passive  color  LCDs 
High-capacity  7004-  MB  hard  drives 
Fast  local  bus  video  and  hard  drives 
Up  to  6  '5  hours  of  battery  life* 

Features  

User-upgradable  CPU,  HDD  and  LCD 
Swappable  floppy  for  second  battery 
Lockable  modular  components 
integrated  16-bit  audio 

Two  Type-ll  PCMCIA  slots' 

Integrated  pointing  device  with  over- 
sized buttons 

FLEXDOCK  '"enhanced  port  replica- 
tor with  networking  and  expansion 
capabilities 

FLEXSHOW  "  multimedia  accessory 
unit  with  double-speed  525"CD-ROM 
drive 

Reliability  

PC  Tools"  anti-virus  software  loaded 
24  hr-7  day  toll-free  customer  support 
3-yr  limited  warranty  ifirst  year  on  sitei 

if  you  have  a  number  of  needs,  look 
to  the  computer  that  offers  a  num- 
ber of  solutions,  Z-NOTEFLEX:~'  It's 
what  you  want  in  a  notebook. 

1-800-289-1279  Ext.  5178 


ZENITH 

DATA  SYSTEMS 


npheijis  aliathed  ' 'Opiionai  ^cte?^;one^  tAdditional  Tvoe-J.  Tvoe- 


nd  Make  The  Connection  '  are  liadcmafks  of  Zenith  Ds\a  Systems  Corporation  Inii 
are.  Inc  '  Figure  based  on  Iwo-baticty  contieuration  Baiiery  lile  depends  on  applic. 


Makp.  Thp.  Connp.r.tinn 


International  Business 


VIETNAM 


WHAT'S  KEEPING  U.S.  COMPANIES 
OUT  OF  VIETNAM?  THE  U.S. 

Without  diplomatic  ties,  financing  is  tough-and  deals  are  lost 


With  $7  billion  worth  of  infrastruc- 
ture projects  on  the  drawing 
boards,  Vietnam  is  a  magiiet  for 
Caterpillai'  Inc.'s  bulldozers  and  excava- 
tors. After  President  Clinton  lifted  an 
18-year  trade  embargo  in  early  1994, 
the  heavy-equipment  maker  moved  ag- 
gressively, opening  a  dealership  in  Ha- 
noi and  bidding  on  a  $10  million  mining 
contract. 

But  because  Washington  doesn't  have 
full  relations  with  Vietnam,  Cat  couldn't 
get  cheap  financing  from  the  likes  of 
the  U.  S.  Export -Import  Bank.  So  last 
month,  the  contract  went  to 
Japan's  Komatsu  Ltd. 
"Without  access  to  competi- 
tive financing,  we'll  lose  mil- 
lions more  dollars  in  con- 
tracts this  year,"  says 
Anthony  Salzman,  president 
of  v-TRAC,  Cat's  dealer  in 
Vietnam. 

BIG  HANDICAP.  Wliile  Viet- 
nam is  officially  open  to 
U.  S.  companies,  it  is  any- 
thing but  a  level  playing 
field  for  Americans  (table). 
Until  Washington  restores 
diplomatic  ties,  Vietnam  is 
ineligible  not  only  for  U.  S. 
Export-Import  Bank  financ- 
ing but  also  Overseas  Pri- 
vate Investment  Corp. 
guarantees,  risk  insurance, 
and  other  subsidized  cred- 
its. The  U.  S.  has  "a  ver> 
serious  handicap,"  says  J. 
Daniel  O'Flaherty,  j^resident 
of  the  newly  fonried  Coali- 
tion for  U.  S.- Vietnam  Ti-ade 
in  Washington. 

Despite  such  moans  from 
the  business  community,  the 
White  House  is  skittish 
about  upgrading  ties  with 
Hanoi.  U.  S.  officials  fear 
they  will  unleash  a  ton-ent 
of  criticism  fi'om  families  of 
foraner  prisoners  of  war  and 
missing  soldiers,  and  refo- 
cus  attention  on  the  Presi- 
dent's avoidance  of  military 
service.  If  Clinton  doesn't 
act  by  fall,  the  Presidential 
campaign  could  keep  the  is- 


SO  MANY  CHOICES: 

U.S.  consumer  goods 
in  Ho  Chi  Mirili  Citii 


sue  on  the  shelf  until  1997.  That  has 
prompted  a  loose  alliance  of  U.  S.  com- 
panies to  lobby  for  speedy  renewal  of 
diplomatic  relations.  Many  executives 
hope  the  20th  anniversaiy  of  the  con- 
flict's end  on  Apr.  30  will  be  a  heahng 
event  that  will  allow  Clinton  to  move 
forward. 

Until  Clinton  acts,  many  agricultural 
exporters  and  manufactui'ers  of  big-tick- 
et capital  goods  see  lucrative  deals  pass- 
ing them  by.  Just  ask  Unisys  Corp.  It 
went  all-out  to  reel  in  computer  orders 
fi'om  Hanoi,  flying  foui*  officials  to  Singa- 
pore for  a  software  demon- 
stration. But  Hanoi  chose 
European  equipment — with 
European  financing. 


DOING  BUSINESS  IN  VIETNAM: 


A  FEW  ADVANCES... 

•Some  70  U.S.  companies 
have  licenses  to  do  business 

•Oil  giants  such  as  Mobil  and 
Occidental  Petroleum  are 
actively  exploring  offshore 

•American  consumer  prod- 
ucts-from  Pepsi  to  Motorola 
pagers-are  hot  sellers 


...AND  SOME  PROBLEMS 

•American  companies  rank 
13th  in  direct  investment, 
with  only  $270  million 
worth  of  signed  contracts 

•A  lack  of  U.S.  government 
guarantees,  political  risk 
insurance,  and  subsidized 
trade  finance  hurts  sales 
and  investment 


DATA  COMMERCE  DEPT  .  U.S.-VIETNAM  TRADE  COUNCIL 


Not  all  U.  S.  companies  are  hamperedl 
,by  the  lack  of  subsidized  financing,  par- 
ticularly consumer-products  makers. 
Convenience  stores  cany  Heinz  ketchup' 
and  Kraft  salad  dressing.  Coca-Cola  Co, 
and  PepsiCo  Inc.  have  opened  bottlini 
plants.  And  a  Baskin-Robbins  ice  cream| 
parlor  opened  in  Ho  Chi  Minh  City  i; 
January. 

PIGGYBACK  RIDE.  In  more  capital-int en-fa 
sive  industries,  though,  the  lack  of  diplo-  't 
matic  relations  hurts.  For  instance,  Mo-| , 
bil  Oil  Corp.  is  participating  in  two; 
drilling  ventui'es  off  Vietnam's  shores.  If, 
petroleum  is  discovered,  Mobil  says  it 
will  need  outside  financing  to  help  de- 
fray high  production  costs.  One  compli-j; 
cation:  Without  normalization,  Ameri 
can  corporations  can't  claim  a  U.  S 
credit  for  taxes  paid  to  Vietnam.  "Thai 
lowers  the  return  on  deals,  making  itf 
harder  to  get  financing,"  a  Mobil  spokes 
man  says. 

To  get  a  foot  in  the  door,  some  U.  S 
companies  ai-e  piggybacking  on  ventures 
led  by  foreign  outfits  whose  govern 
ments  are  doling  out  aid  to  Hanoi.  Blacls|. 
&  Veatch,  a  Kansas  City  (Mo.)  engi 
neering  firm,  has  teamec 
up  with  Canada's  Stan- 
ley International  Grou{ 
Inc.  to  bid  on  an  $8' 
million  water-treatmen 
project  for  Ho  Chi  Mini 
City.  "The  only  reasoi 
we  are  on  the  [unofficia 
short]  list  is  that  we  ar( 
with   Canadians,"  ob 
serves  Chariie  Sievert 
Black  &  Veatch's  Viet 
nam  manager. 

U.  S.  companies  an 
urging  Senator  John  Me 
Cain  (R-Ariz.) — a  forme: 
prisoner  of  war — am 
other  Vietnam  veteran: 
on  the  Hill  to  endorst 
diplomatic  recognition 
thus  giving  Clinton  po 
litical  cover.  McCain 
who  will  visit  Vietnan 
in  mid-April,  is  sympa 
thetic  to  the  idea  bu 
hasn't  made  a  decision 
For  their  part,  somi" 
Administration  official; 
want  to  put  U.S.  busi 
ness  opportunities  ove 
MIA  concerns.  But  ii 
Vietnam,  U.S.  policy  i 
still  largely  shaped  b; 
past  events  rather  tha: 
current  interests. 

By  Amy  Borrus 
Washington  and  Mia 
Collins  in  Hanoi 
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lUNGARY  GETS  THE  MESSAGE 
-ROM  MEXICO:  REFORM  OR  ELSE 


%ince  throwing  off  the  Soviet  yoke  in  1989,  central  Eu- 
^  rope's  emerging  democracies  have  been  sti-ugghng  to 
i^find  a  comfortable  mix  of  socialism  and  capitalism, 
ney've  opened  up  their  markets  but  tried  to  hang  on  to  the 
ate-paid  social  benefits  that  came  wath  the  old  communist 
'Stem.  Nowhere  has  nostalgia  for  the  past  been  stronger 
lan  in  Hungary,  whose  Prime  Minister,  Gyula 
orn,  served  as  a  top  official  in  the  old  goulash 
igime. 

Since  taking  power  in  1994,  Hoin  has  dithered 
1  reform,  driving  a  succession  of  free-market 
des  from  office.  But  the  Mexican  crisis  has 
own  the  whistle  on  this  game.  Foreign  inves- 
ts took  a  look  at  Hungaiy's  gi'owing  $28  biUion 
reign  debt,  forced  up  interest  rates,  and  basi- 
ily  told  Horn  that  if  he  didn't  get  public  financ- 
.  under  control,  Hungai-y  wouldn't  get  another 
me.  "We  are  talking  about  a  credibility  cri- 
5,"  says  Lajos  Bokros,  whom  the  chastened 
om  has  just  appointed  Finance  Minister.  "No- 
)dy  will  support  us  if  we  don't  put  our  own 
mse  in  order" 

THE  WORKS.  Bokros,  a  foiTner  stock  exchange 
!ad,  and  the  new  National  Bank  of  Hungaiy 
ief,  Gyorgy  Suranyi,  are  dishing  out  a  dose  of 
ality.  The  well-regarded  twosome,  who  have 
len  soulmates  since  bunking  together  in  the 
rmy  in  the  1970s,  have  already  come  up  with 
.  emergency  package.  It  aims  to  cut  the  $3.7 
llion  cuiTent  account  deficit  by  hiking  tariffs 
d  to  breathe  some  life  into  exports  by  devaluing  the  forint. 
ley've  also  jacked  up  interest  rates  to  put  the  squeeze  on 
%  inflation. 

Bigger  things  are  in  the  works.  They  w\\\  soon  tiy  to  get 
rHament  to  sign  off  on  a  new  budget  that  slashes  the  $3  bil- 
n  deficit  almost  in  half.  Among  the  sacred  items  to  be 
mmed  are  the  child-cai'e  allowance,  mateniitv  leave,  and  un- 


"  Nobody  will 
support  US  if  we 
don't  put  our  own 
house  in  order  " 
LAJOS  BOKROS 


employment  insurance.  Bokros  also  wants  to  eliminate  15%  of 
the  bloated  federal  bureaucracy.  He  eventually  aims  to  put  in 
private  pensions  and  insurance  schemes. 

So  far,  their  plan  is  getting  good  reviews  from  investors. 
"It'll  give  more  oxygen  to  Hungarian  industiy,"  says  Peter 
Wohl,  vice-president  of  big  lightbulb  maker  GE-Timgsram 
Co.  in  Budapest.  But  the  public  doesn't  like  the 
benefit  trims.  A  recent  poll  found  two-thirds 
against  the  plan. 

Boki'os'  blunt-spoken  approach  isn't  going  to 
help.  "My  philosophy  is  quite  simple,"  he  says. 
"You  can  only  have  more  transfers  to  the  needy 
after  you  have  a  well-balanced  economy." 
NEW  BOYS.  Such  comments  have  not  endeared 
him  to  the  old  guaixl.  Two  leftist  Cabinet  officials 
have  already  resigned  over  the  plan,  and  the 
powerful  labor  unions  are  quibbling  over  the 
details — though  they  acknowledge  the  need  for 
cuts. 

So  far,  Horn  is  backing  his  new  boys,  who 
are  technocrats  without  apparent  political  ambi- 
tions. His  support  gives  the  reformers  a  pretty 
good  shot  at  success,  because  his  Socialist  party 
has  a  solid,  54%  majority  in  pai-hament.  "There  is 
no  option,"  says  Laszlo  Pal,  the  Socialist  Indus- 
tiy &  Ti-ade  Minister. 

But  further  tests  of  Horn's  commitment  will 
come  when  Boki-os  tries  to  rev  up  the  privatiza- 
tion program  that  Horn  has  allowed  to  langxiish. 
With  no  election  scheduled  until  1998,  Horn  can 
afford  to  take  some  risks. 

Hungaiy's  new  r-eform  effoits  will  be  closely  watched  by 
neighboring  countries  such  as  Poland  and  the  Czech  Repub- 
hc,  which  face  similar  dilemmas.  With  money  tighter  than 
ever,  there  is  a  lot  more  urgency  to  figure  out  what  to  keep 
from  the  old  system — and  w-hat  to  discard. 

By  Karen  Lomry  Miller  in  Budapest 


GLOBAL  WRAPUP 


COMMERCE  PROMOTES  CHINA 

■•  While  some  investors  are  getting 
[ueasy  about  China,  the  U.  S.  Com- 
iierce  Dept.  is  more  bullish  than  ever 
.nd  is  gearing  up  to  push  hard  for 
ieals  for  American  companies.  The 
war  room"  at  the  International 
Yade  Administration  (ita)  of  Com- 
aerce  has  compiled  a  list  of  transpor- 
ation,  energy,  power,  and  telecommu- 
dcations  projects  either  in  progress 
r  on  the  books  in  China.  Total  value: 
15  billion.  Commerce  is  also  plugging 
he  huge  Hong  Kong  airport  project. 


"There  are  tremendous  opportunities 
here  for  everybody,"  says  ita  Under 
Secretary  Jeffrey  E.  Garten.  "This  is 
a  full-court  press."  Garten  leaves  in 
early  April  for  a  week-long  China 
swing.  Commerce  Secretary  Ronald 
H.  Brown  will  return  with  a  bevy  of 
CEOS  in  the  summer. 

BANKER  FALLS  ON  SWORD 

►  The  scandal  surrounding  a  Bank  of 
Japan-led  $1.98  billion  bailout  of  two 
busted  credit  cooperatives  has 
claimed  its  first  victim:  Tetsuya  Ho- 
rie,  president  of  Long-Term  Credit 


Bank  of  Japan,  a  leading  commercial 
bank.  Horie  resigned  on  Mar.  31  to 
take  responsibility  for  ltcb's  tangled 
financial  ties  to  Tokyo  Kyowa  Credit 
Assn.  and  Anzen  Credit  Assn.  The 
two  co-ops  got  in  trouble  after  lend- 
ing big  to  political  figures. 

The  bailout  has  caused  an  uproar 
because  taxpayers  are  being  asked  to 
rescue  politically  connected  deposi- 
tors. LTCB,  which  lent  billions  to  To- 
kyo Kyowa's  real  estate  affiliate,  will 
likely  be  forced  to  fork  over  most  of 
the  $568  million  that  private  banks 
are  chipping  into  the  bailout  fund. 


Pretty  imprcssed  yoiir^^sh^^ 
m  io  earn  an  extra  $43.12  next  month. 


Getting,  moving  and  using  information 
can  help  you  do  somefliing 
really  unexpected  wifli  it. 
Like  delight  your  customers. 

Tod^y,  smart  companies  know  that  leveraging  their  information 
more  effectively  is  a  way  of  generating  new  revenues. 

That's  where  we  come  in.  We  can  help  you  get  more  out 
of  your  IT  investment  by  helping  you  turn  information  into 
action  in  real  time.  And  grow  your  business  at  the  point  of 
contact  with  the  customer 

So,  while  your  customers  getting  cash  at  the  ATM,  your 
computer  system  might  consult  his  profile,  score  it  against 
various  products,  and  send  him  a  personalized  message 
about  a  product  that  would  earn  him  extra  money  eveiy 
month.  Like  a  high-growth  mutual  fund.  Or  6-month  CDs. 

We  can  do  all  this  because  we're  the  company  that  unites 
Computing  and  Communications.  So  we  can  GET  customer 
information  right  from  the  point  of  transaction,  MOVE  it 
throughout  the  enterprise,  and  help  you  USE  it  to  make 
decisions  that  serve  your  customers  better 

Because  they  can  better  understand  what  products  their 
customers  really  need,  our  clients  are  experiencing  increased 
customer  loyalry:  And  healthy  revenue  boosts. 

Find  out  what  a  Customer  Focused  Solution'"  can  do  for 
your  company  Call  1  800  447-1124,  ext.  1039.  We'll  tell  vou  more. 


GET 
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Bringing  together  conipiitiiig  cnul  comminiicatioiis 
to  help  you  get.  move  and  use  customer  information. 
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WILL 

SCHOOLS 

EVER  GET 
BETTER? 

Enrollments  are  up,  money 
is  tight-but  there's  hope 

Americans  are  fed  up  with  their  pubHc  schools.  Busi- 
nesses complain  that  too  many  job  applicants  can't 
read,  write,  or  do  simple  arithmetic.  Parents  fear  that 
the  schools  have  become  violent  cesspools  where  gangs 
run  amok  and  that  teachers  are  more  concerned  with  their 
pensions  than  their  classrooms.  Economists  fret  that  a  weak 
school  system  is  hurting  the  ability  of  the  U.  S.  to  compete  in 
the  global  economy.  And  despite  modest  improvements  in 
test  scores,  U.  S.  students  still  rank  far  behind  most  of  their 
international  peers  in  science  and  math. 

And  the  woes  of  public  schools  may  be  about  to  get  even 
deeper.  Over  the  rest  of  the  decade,  the  nation's  schools  will 
face  a  financial  ciTinch  that  will  be  fai*  worse  than  almost  any- 
one had  projected.  Tight  budgets  will  mean  overcrowded 
classrooms,  less  individual  attention,  defeired  maintenance, 
and  elimination  of  such  "frills"  as  music,  art,  and  sports. 
And  schools  will  have  difficulty  paying  for  the  computers 
other  information  technology  needed  to  prepare  young 
An.---jicans  for  the  new  work]}lace. 

At  t.'ie  root  of  this  school  stjueeze 
is  an  enrollment  boom  that  has 
caught  iliicators  by  surprise.  Orig- 
inally, tiie  sii/dent  ])opulation  was 
supposed  to  ri.-e  by  some  3  million 
students  in  the  1990s  (chart).  In- 
stead, immigi-ation  and  higher-than- 
expected  birthrates  have  fueled  a 
student  rush  that  will  add  more 


Public  schools  have  frittered 
away  vast  sums  without 
much  visible  improvement 
in  student  performance 


than  7  million  students  to  the  schools  by  the  year  2000,  witl 
more  to  come  after  that.  The  school  population  is  rising  ajl 
fast  as  it  did  during  the  baby-boom  years  of  the  1960s. 

But  this  is  not  the  1960s,  and  overcrowded  school  sys 
terns  can't  expect  big  wads  of  tax  dollars  to  bail  them  ou| 
There's  no  help  in  sight  from  Congi-ess,  where  Repubhcanj: 
have  already  proposed  cutting  federal  spending  on  educaj'l 
tion.  And  times  are  tight  on  the  state  and  local  level  a|^v 
well:  Schools  ah-eady  take  more  than  one-tliird  of  state  and  Icj'j  - 
cal  spending  on  goods  and  senices,  and  taxpayers  are  inir 
creasingiy  unwilling  to  pour  billions  more  into  a  system  tha: 
is  widely  perceived  as  having  failed.  ,  , 

Indeed,  the  schools  are  in  large  part  responsible  for  theij 
own  financial  problems.  Only  52^5^  of  eveiy  school  dollar  a(| . 
tually  gets  into  the  classroom  in  a  typical  lai'ge  school  districi  i 
according  to  Bruce  Cooper  of  Fordham  University,  workini ' 
with  the  accounting  fhrn  Coopers  &  Lybrand  (chart,  page  671 1 
And  the  schools  have  frittei-ed  away  vast  sums  without  muc. 
visible  impi'ovement  in  student  peiformance.  Per-pupil  e>i  . 

penditures,  adjusted  for  inflatior 
have  risen  more  than  25%  over  thi 
past  10  years.  "A  lot  of  money  beini 
spent  in  the  schools  is  wasted,"  say, 
Eric  A.  Hanushek,  an  educatid .  , 
economist  at  the  University  (j  I 
Rochester.  "What  we  do  know  ij|  , 
the  problem  of  inefficient  use  of  re  j 
sources  seems  to  be  eveiywhere."i  li 
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...And  What  Can  Be  Done 

Like  the  private  sector,  the  public  schools  need  to 
focus  on  boosting  productivity  and  quality  without  raising 
costs.  That  means: 

•Better  information  about  how  money  is  being  spent  today 

•  Shifting  more  money  into  the  classroom,  where  learning 
actually  takes  place. 

•Using  physical  facilities  and  teachers  more  productively 

•Encouraging  the  creation  of  charter  schools  and  other 
alternatives  to  the  current  system  in  order  to  increase 
competition. 

DATA  BUSINESSWEEK 


SYSTEM  OVERLOAD 

School  rolls  are 
growing  far  faster 
than  expected 


If  there  is  a  problem  with 
oated  and  inefficient  govern- 
ent,  public  education  must  be  a 
y  part  of  it.  The  countiy  spends 
■arly  .$270  billion  a  year  on  pub- 
elementaiy  and  secondary  ed- 
ation,  making  that  one  of  the 

•gest  government  expenditures  (table,  page  66).  And  the  6 
Hion  people  working  for  the  public  schools  account  for 
out  30%  of  all  civilian  government  employment. 
Schools,  long  used  to  speaking  the  language  of  educa- 
n — cumculum,  test  scores,  standards — need  to  start  talking 
out  the  issues  of  cost  and  efficiency.  U.  S.  corporations 
ve  become  more  productive  by  getting  rid  of  needless  lay- 
5  of  management  and  focusing  instead  on  improving  effi- 
ncy  on  the  factoiy  floor-  or  the  back  office.  In  the  same  way, 
blic  schools  have  to  get  more  of  their  funds  to  the  place 
lere  the  process  of  learning  actually  occurs:  the  classroom, 
ne  of  the  key  concepts  shai-ed  between  the  best  schools  and 
3  best  companies  is  a  clear  focus  on  the  customer,"  says 
itherine  M.  Hudson,  chief  executive  of  W.  H.  Brady  Co.,  a 
Iwaukee  manufactm-er.  "In  the  schools,  that's  the  student." 
Public  education  can  benefit  fi'om  the  hard  lessons  learned 
U.  S.  corporations  in  recent  years.  For  one,  it's  now 
immed  into  the  bones  of  eveiy  successful  coi'porate  man- 
3r  that  productivity  and  quality  cannot  be  improved  with- 
;  accurate  information  about  current  operations.  But  that's 
')lace  where  the  schools  fall  down  badly.  The  vast  majority 


of  school  districts  cannot  answer  the  obvious  question:  How 
much  money  is  actually  getting  to  the  classroom?  "We  keep 
pumping  in  more  and  more  money,  but  we  don't  know  where 
it  goes  when  it  gets  into  the  system,"  says  Cooper.  "It's  hke 
swinging  an  ax  in  the  dark." 

The  second  lesson  fi'om  the  private  sector  is  the  importance 
of  competition,  which  pushes  schools  to  innovate  and  to  break 
down  rigid  regulations  and  work  rules.  That  can  mean  a 
voucher  system,  as  in  Milwaukee,  where  low-income  parents 
can  get  money  to  send  their  children  to  private  school  (page 
70).  Or  it  can  mean  allowing  parents,  teachers,  and  organiza- 
tions such  as  universities  to  set  up  "chartei'"  schools — new 
public  schools,  but  outside  the  existing  bureaucracy.  A  new 
study  by  economist  Caroline  M.  Hoxby  of  Hai-vard  University 
shows  that  the  availability  of  more  school  choices  can  lead  to 
lower  spending  and  higher  student  achievement.  Indeed, 
competition  can  accomplish  the  goal  of  improving  education 
without  the  need  for  top-down  standards  or  rules. 
BREAKING  POINT.  And  the  schools  must  learn  to  make  better 
use  of  their  physical  and  human  resources,  just  as  Corporate 
America  has.  Rather  than  building  expensive  new  schools, 
overcrowded  school  districts  need  to  consider  alternatives 
such  as  shifting  to  year-round  classes  or  using  converted 
surplus  office  or  retail  space.  And  the  almost  3  million  teach- 
ers in  the  pubhc  school  systems  can  be  used  more  effective- 
ly. For  example,  educational  research  shows  clearly  that 
spending  on  early  education  can  pay  off  big — yet  high  schools 
still  have  an  average  pupil-teacher  ratio  19%  lower  than  ele- 
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mentary  schools.  "We  need  to  think  about  using  tliose  teach- 
ing resources  differently,"  says  LawTence  0.  Picas,  an  edu- 
cation specialist  at  the  University  of  Southern  California. 

Certainly,  business  as  usual  is  no  longer  an  option.  The 
combination  of  soaring  eni'ollments  and  tight  finances  means 
that  pupil-teacher  ratios  are  on  the  rise  for  the  first  time  in 
the  postwar  era.  And  the  school  squeeze  will  hit  some  states 
harder  than  others.  A  new  analysis  by  business  week  shows 
that  the  states  facing  the  toughest  school  squeeze  over  the 
rest  of  the  decade  are  California,  New  Jersey,  and  Maryland 
(chart,  page  67).  These  are  states  where  weak  economic 
gTowth  is  combined  with  fast-growing  student  populations. 

As  enrollments  rise,  schools  across  the  country  will  come 
under  increasing  pressure  to  curtail  spending.  Take  Prince 
WQliam  County,  Va.,  where  hopes  for  a  new  som-ce  of  tax  rev- 
enue were  dashed  when  Walt  Disney  Co.  abandoned  plans  to 
build  a  liistorical  theme  park  there.  Student  em'ollments  have 
lisen  by  12%  over  the  past  five  years  even  as  the  county's 
economy  has  slowed,  forcing  the  county  to  cut  its  school  bud- 
get by  6%  over  the  next  three  years.  "We're  now  at  the 
point  where  cuts  will  start  to  affect  our  instructional  pro- 
grams," says  Robe)t  A.  Feirebee,  associate  sujjerintendent  foi- 
management  at  the  county  school  district.  Pupil-teacher  ratios 
have  ab'eady  risen,  anri  some  other  cuts  being  contemplated  in- 
clude shortening  the  high  school  day,  imposing  user  fees  for 
liigh  school  sports,  and  cutting  out  elementally  music. 
"PRETTY  GRIM."  Sonu-  areas  have  become  the  victims  of 
their  own  success.  Vancouver,  Wash.,  a  largely  blue-collar 
town  of  some  65,000,  has  become  a  mecca  for  young  families, 
drawn  by  the  ])lethora  of  jobs  at  Hewiett-Packard  Co.  and 
<)th(-r  high-tech  plants  in  the  area.  As  a  result,  the  school 
population  had  skyrocketed,  compelling  the  town  to  spend 
nearly  $60  million  in  1990  to  Iniild  tlii'ee  new  schools  and  ren- 
ovate five  old  ones.  By  199),  the  new  schools  were  already 
overci-owded,  and  voters  ai)proved  an  additional  $135  million 
in  school  bonds.  But  with  enrollment  expected  to  rise  30% 
over  the  next  seven  years  and  the  state  school-construc- 
tion fund  running  dry,  that  may  not  be  enough.  "Even  with 
the  financial  commitment  the  community  has  already  made, 
v\  e  can  hardly  keep  up,"  says  Tom  Hagley,  assistant  to  'Van- 
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Makeshift 
classrooms  in 
s  Vancouver,  Wash. 


couver's  superintendent  { 
schools.  "We're  bursting  / 
the  seams."  ) 
And  a  flood  of  imnjj 
grants  is  imposing  enojj 
mous  costs  on  the  sch 
system  in  places  such 
Southern  California,  Ne 
York  City,  and  South  Flo 
da.  For  example,  school  e 
rollment  in  Dade  Coun 
'^iff^  '"''"'"^^MMi  Fla. — which  includes  M: 
'^^mI  '^B^B       '^^^'^  Miami  Beach — h 

^9Hb  gone  up  by  40%  over  t 
W  ^PWfc^  ^^^^^H^B  P^^*'  years,  far  excee 
"  ^1^91  growth  in  popu. 

'"^^^^  tion.  The  reason?  The  i 
tirees  who  once  made 
a  big  piece  of  the  count; 
poptilation  are  "re-retiiin 
to  locales  faither  north  a: 
being  replaced  by  you: 
families,  including  many  immigrants.  As  a  result,  Dad' 
school  budget  has  soared  6u%  since  1989.  ; 

The  financial  problems  for  the  schools  go  far  beyond  the  t  > 
rollment  growth.  Many  school  districts  across  the  count ' 
have  deferred  essential  maintenance  on  their  buildings.  /  ■ 
cording  to  a  new  report  from  the  General  Accounting  Offi' , 
the  U.S.  would  have  to  spend  $112  billion  to  repair  or  i' 
gi'ade  schools.  That's  certainly  tnie  in  Escondido  Union  ScIk  i 
District  in  northern  San  Diego  County,  where  30%  of  the  d  ■ 
trict's  students  ai-e  in  portable  classrooms — relocatable  doub  • 
wide  trailers  with  leaky  roofs  and  holes  in  the  flooi-s.  "]> 
pretty  giim  here  wiien  it  rains,"  says  Jane  Gaw'ronski,  S  ■ 
peiintendent  of  the  district.  Nevertheless,  on  Mar.  7,  Esco  ■ 
dido  voters  rejected  a  $52.5  million  bond  issue  that  woi  I 
have  paid  for  renovations  and  new  buildings. 

In  addition,  schools  face  the  expensive  prospect  of  movi 
into  the  computer  age.  That  includes  not  simply  the  comp 
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ers — which  the  schools  can  of- 
ten get  relatively  cheaply — 
but  the  wiring  and  telephone 
lines  required  to  support 
them  and  the  space  to  put 
them  in.  And  as  Corporate 
America  has  found,  the  con- 
tinuing costs  of  software  and 
technical  support  for  infonna- 
tion  technology  far  exceed  the 
initial  investment.  "It's  tough 
enough  for  schools  to  get  the 
initial  money,  let  alone  plan 
for  upgrading,"  says  Darryl 
Foney,  who  manages  Oracle 
Systems  Corp.'s  educational 
urograms. 

JLACK  HOLES.  The  school 
iqueeze  is  forcing  districts  to 
rake  hard  choices  as  to 
vhere  to  spend  their  money. 
'.n  recent  years,  public  poli- 
:y — on  both  the  federal  and 
;tate  level — has  emphasized 
lelping  disadvantaged  stu- 
lents  and  distiicts.  Out  of  the 
)20  billion  that  the  federal 
government  provides  for  ele- 
nentary  and  secondaiy  edu- 
■ation,  the  bulk  goes  for  dis- 
idvantaged  or  handicapped 
tudents.  And  federal  law  re- 
(uires  schools  to  provide  cost- 


Where  the  School  Squeeze 
Will  Hurt  the  Most 

The  School  Squeeze  Index  measures  the  projected 
gap  between  the  growth  in  school  spending  and 
the  grovi1;h  in  real  personal  income,  1994-2000* 
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\'  special  education  to  a  growing  number  of  students. 

Also,  prodded  by  the  courts.  New  Jersey,  Texas,  Michigan, 
lissouri,  and  others  have  passed  reforms  in  school  financ- 
ig  to  bring  up  spending  in  the  poorest  school  districts, 
ometimes  at  the  expense  of  more  well-to-do  areas.  For 
xample,  Michigan  recently  shifted  from  relying  on  local 
roperty  taxes  to  finance  schools — which  favors  the  high-in- 
ome  districts — to  using  a  statewide  sales  tax.  The  state  also 
apped  spending  gi-owth  in  the  richer  districts  to  give  their 
oorer  cousins  a  chance  to  catch  up.  Bu-mingham  School  Dis- 
rict,  one  of  the  state's  wealthiest  districts,  will  only  be 
ble  to  boost  per-pupil  spending  by  1.6%  this  year,  while 
helby  Pubhc  Schools  in  low-income  Oceana  Co..nty  will 

Where  The  Education 
Dollar  Is  Going 
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be  able  to  raise  spending  by  6%. 

Still,  while  more  equitable  fi- 
nancing may  be  a  good  start,  it's 
definitely  not  enough.  Over  the  past 
20  years,  a  virtual  army  of  academ- 
ic researchers  has  examined  the 
que.stion  of  whether  spending  more 
money  raises  student  performance. 
The  result?  At  best,  simply  tlirow- 
ing  money  at  the  schools  has  a  mai'- 
ginal  impact.  The  money  has  to  be 
spent  well  for  it  to  matter. 

Indeed,  many  voters  believe  that 
their  school  dollars  ai'e  going  into  a 
black  hole.  "Virtually  all  school  dis- 
tricts lack  credibility  inside  and  out- 
side the  district,"  says  Sheree 
Speakman,  partner  at  Coopers  & 
Ly brand. 

So  with  money  tight,  the  first 
priority  is  to  get  control  of  spend- 
ing. As  a  result,  more  and  more 
school  districts  are  moving  to  "site- 
based  reporting,"  which  was  first 
developed  by  Cooper  of  Fordham 
University  and  is  now  being  na- 
tionally distributed  by  Coopers  & 
Lybrand  and  the  U.  S.  Chamber  of 
Commerce.  This  accounting  system 
shows  where  the  money  is  going: 
instniction  vs.  support  services,  or 
central  administration  vs.  individ- 
ual schools  (chart). 
Site-based  I'eporting  has  been  applied  to  more  than  50 
school  districts  nationwide,  including  New  York  City,  where 
it  showed  that  out  of  total  spending  of  almost  $8,000  per 
pupil  per  year,  only  $44  was  budgeted  for  classroom  mate- 
rials. And  the  new  system  gives  school  districts  bench- 
marks for  seeing  where  their  expenditures  are  excessive  or 
falling  short. 

For  example,  when  the  Nashville  pubhc  schools  crunched 
the  numbers,  they  discovered — much  to  their  suiprise — that 
they  were  spending  24%  of  their  budget  on  operations  such 
as  maintenance,  compai-ed  with  18%  for  a  ty]3ical  large  school 
district  (chart).  The  result?  A  progi'am  to  bring  down  oper- 
ating costs.  Now  the  district  is  using  site-based  reporting  to 
help  set  spending  policy.  "We  have  a  goal  of  increasing  year- 
ly the  percentage  of  om-  operational  budget  that  goes  into  di- 
rect instructional  spending,"  says  Edward  Taylor,  assistant 
superintendent  for  the  Metro  Nashville  Public  Schools. 
FEW  REWARDS.  The  new  system  also  shows  what  parents 
have  always  suspected:  Even  within  the  same  district,  some 
schools  do  a  much  better  job  than  others  in  using  money 
wisely.  One  school  may  get  30%  to  the  classroom,  while 
just  six  blocks  away,  another  school  gets  80%  to  the  class- 
room. With  this  information,  "you  can  target  the  children 
who  aren't  getting  the  education,"  says  Cooper.  "You  can  do 
that  kind  of  precision  bombing  because  you  know  where  the 
money  is." 

And  the  fi'ontline  production  workers — the  tea  '.ers — may 
also  benefit,  if  the  improved  information  is  user  to  increase 
the  amoimt  spent  in  the  classroom.  That's  why  teacher  imions 
are  cautiously  supportive  of  the  new  system.  "This  will  get  us 
a  long  way  toward  understanding  how  to  be  more  efficient," 
says  Jewell  Gould,  director  of  re.search  for  the  American 
Federation  of  Teachers. 

Certainly,  current  funding  can  be  used  more  efficiently. 
For  example,  school  district.-  often  put  up  expensive  new 
buildings  when  existing  space  could  be  used  better.  About 
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The  Surge  in  Teacher  Pay 


SALARIES,  ADJUSTED  FOR  INFLATION 


1,200  schools  nationwide — mainly  in  California — now  run 
year-round,  increasing  student  capacity  by  30%  to  50%. 
And  in  Minnesota,  some  new  charter  schools  are  saving- 
money  by  sharing  facihties  with  the  local  housing  authority 

or  recreation  center 
and  by  reusing  exist- 
ing retail  space. 
And   teaching  re- 

somx-es  can  also  be  dii'ected  more  effectively.  It's  well-known, 
for  example,  that  the  early  years  of  schooling  ai-e  critical:  A 
student  who  slips  behind  when  reading  is  being  taught  has  lit- 
tle chance  to  catch  up.  However,  most  school  districts  direct  fai' 
more  resoui'ces  to  high  schools,  with  theii'  athletic  progi-ams 
and  specialized  coui-ses.  That's  why  Missouri  stiuctui-ed  its 
aid  program  so  that  districts  have  a  financial  incentive  to  re- 
duce class  size  in  the  lower  grades. 

And  within  schools,  new  progi'ams  ai"e  showing  how  to  re- 
allocate existing  money  to  better  uses.  For  example.  Success 
for  All,  a  program  developed  by  Robert  Slavin  of  Johns  Hop- 
kins University,  uses  inten- 
sive tutoring  to  keep  stu- 
dents from  falling  behind 
in  the  early  gi'ades.  Now 
being  used  in  about  200 
schools  in  20  states,  it  costs 
about  $1,500  per  student — 
but  Slavin  points  out  that 
poor  districts,  which  need 
the  ])rogi'am  the  most,  can 
cover  most  of  those  costs 
by  using  funds  that  schools 
ah'eady  get  from  the  fed- 
eral government  for  disad- 
vantaged kids. 

But  even  when  such 
programs  work,  they  are 

hard  to  sustain,  because  they  ty]3ically  demand  increased  ef- 
fort from  teachers  and  jjrincipals  and  more  parental  involve- 
ment. Moreover,  schools  have  few  incentives,  financial  or 
othemise,  for  better  perfonnance.  "People  who  do  a  good  job 
get  no  rewards,  compared  to  people  who  do  a  mediocre  or 
poor  job,"  says  Hanushek. 

BUREAUCRACY  BLASTERS.  One  possibility  is  to  create  alter- 
natives to  the  current  public  schools  and  let  competition  cre- 
ate pressure  for  both  educational  and  financial  refonn.  At  one 
extreme  ai-e  vouchers  allowing  students  to  attend  the  private 
or  public  school  of  their  choice.  The  only  voucher  system 
now  in  use  is  in  Milwaukee.  But  five  other  states  are  cui-- 
rently  considering  similar 

An  increasing  number  of  states  are 
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allowing  parents,  teachers,  and  others 
to  set  up  "charter"  schools  that 
compete  with  traditional  schools 


programs,  focused  mainly 
on  low-income  families. 
"When  targeted  at  low-in- 
come families,  folks  who 
had  been  waiy — minorities 
and  Democrats — have  been 
coming  out  of  the  wood- 
work," according  to  Jeanne 
Allen,  president  of  the 
Washington-based  Center 
for  Edui  \tion  Refonn,  a  pro-voucher  group. 

But  pi  ^;:">osals  to  use  vouchers  often  stir  up  enormous  po- 
Inici']  opp;isii.ion,  as  does  privatization — allowing  private  prof- 
it-maki."  /  companies  to  i"un  public  schools.  The  fear  is  that 
private  •  :-h')ols  would  skim  the  best  students  off,  leaving 
the  pubi    ^ehools  with  the  dregs. 

Instea  !.  an  increasing  number  of  states — including  Min- 
nesota, iii-higan,  and  Massachusetts — are  encouraging  a 
more  lim;  :  f'(i  foi  m  of  comi)etition  by  allowing  parents,  teach- 
ers, and  oii-er  groups  to  set  up  "charter"  schools.  A  charter 


school  is  a  public  school,  in  the  sense  that  it  has  to  meet  ceif 
tain  standards  and  not  discriminate  in  admissions.  At  thj 
same  time,  it's  independent  of  the  traditional  school  systen.t 
Charter  schools  typically  receive  funding  from  the  stat^ 
for  each  pupil.  But  because  they  must  attract  students  wh| 
are  not  obligated  tO'  attend,  they  have  an  incentive  to  spenj 
the  money  in  ways  that  will  actually  improve  educatio/ 
And  charter  schools  also  benefit  by  rurming  leaner.  "W| 
can  get  by"  on  less  money,  says  Nancy  Miller,  a  teacher 
the  Minnesota  Country  School,  a  charter  school  in  its  fin* 
year  in  LeSeuer,  Minn.,  "because  we  don't  build  up  all  th^' 
bureaucracy  traditional  public  schools  do."  With  no  admiri 
istrators,  Minnesota  Country  School  can  afford  to  spen' 
more  on  new  technology.  ' 
"INCENTIVES."  And  charter  schools  can  also  serve  as  a  cat? 
lyst,  pushing  the  existing  public  schools  to  offer  new  pri 
gi'ams  and  improve  existing  ones.  That's  what  happened  i 
Boston  last  year,  with  the  passage  of  a  state  law  allowin 
charter  schools.  Faced  with  the  unsettling  prospect  of  con 

petition,  the  Bosto 
teacher's  union  agreed  1 
the  creation  of  new  "pilot 
schools,  free  of  union  ar 
school  board  rules.  "Cha 
ter  schools  provide  new  ii 
centives  for  school  distric 
to  become  more  responsi^ 
and  entrepreneurial,"  sa} 
Joseph  Nathan,  director  " 
the  Center  for  Scho. 
Change  at  the  Universit 
of  Minnesota. 

Competitive  pressuij 
may  also  lead  to  increasi 
teacher  productivity,  whi^ 
is  critical  in  light  of  the  rii 
in  teacher  salaiies  (chait).  That's  what's  happening  in  Wilke: 
burg.  Pa.,  a  suburb  of  Pittsbui'gh,  where  Alternative  Pub' 
Schools,  a  private  corporation,  has  offered  to  ran  an  eleme| 
tary  school  at  the  same  per-pupil  cost  but  foi'  longer  hoi 
and  more  days  per  year.  The  counterproposal  from  the  lo 
teacher's  union:  They  would  work  10  additional  days  a  ye; 
without  any  increase  in  pay. 

In  some  cases,  entire  school  districts  are  remaking  theij 
selves.  Take  Calvert  County  Public  Schools  in  Marylar  j[ 
where  em'ollment  is  skyi'ocketing  at  a  time  when  state  fun 
ing  is  tight.  The  traditional  school  model  won't  work,  a 
cording  to  William  Moloney,  supeiintendent  of  the  district. 

stead,  the  district  plans 
restractui'e  its  elementaPati 
schools:  Teachers  will  st 
with  the  same  kids  U 
years,   and   schools  w  1^ 
strive  for  a  climate 
work,  discipline,  and  v: 
ues.  "Those  things  doi 
cost  a  lot,  but  they' 
tremendously  importan 
says     Moloney.  "The 
changes  will  bring  us  more  education  for  less  money." 

The  U.  S.  needs  to  encourage  these  sorts  of  initiatives, 
there  a  risk  that  some  of  these  new  programs  wall  go  astra 
Sure.  But  just  as  beleaguered  American  companies  wi 
able  to  increase  the  cjuality  and  lower  the  cost  of  what  tl 
made,  so,  too,  can  the  public  schools  leani  how  to  providi 
better  education  for  America's  children. 

By  Michael  J.  Mandel  in  New  York,  with  Richard 
Melcher  in  Milwaukee,  Don  Jones  Yang  in  Seattle,  M'l 
McNamee  iti  Washington,  and  bureau  repoHs 
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Is  Your  Company's  Perfor]\iange 
Up  To  Global  Speed? 


The  1995  Business  Week  Forum  of  Chief  Financial  Officers 

Driving  Superior  Global  Performance 

Today,  it's  the  CFO  who's  shaping  up,  shmming  down,  and  improving  corporate  performance.  Join 
Business  Week  and  the  chief  financial  officers  of  the  world's  most  prestigious  corporations  for  face-to-face 
interaction  and  discussion  on  how  today's  CFOs  are  preparing  their  companies  for  global  competition. 

May  3-6, 1995 
La  Costa  Resort  &  Spa 
San  Diego,  CA 

At  the  America's  Cup  '95  Challenge 
Featured  speakers: 

Larry  King,  Host  of  CNN's  Larry  King  Live 
Dr.  C.K.  Prahalad,  co-author.  Compacting  for  the  Future 
Karl  M.  von  der  Heyden,  formerly  RJR  Nabisco  CFO 
and  Metallgesellschaft  CEO 


In  association  with: 

American  International  Group,  Inc. 
AT&T  Capital  Corporation 
Credit  Suisse/CS  First  Boston 

IBM 

KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson 
SAP  America,  Inc. 
Volvo  Cars  of  North  America 

With  support  from: 

The  State  of  Iowa 


Don't  miss  this  important  gathering.  Qualified  delegates  are  CFOs  of  the  world's  largest  corporations. 
For  registration  intormation,  please  call  Julie  Terranova,  phone:  (212)512-2184,  fax:  (212)512-6281. 
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MILWAUKEE'S 
LESSON  PLAN 

It's  aggressively  reinventing  its  schools 

Nea}ing  the  end  of  a  tyj^ical  12-hour  day,  Howard  Fuller 
slumps  weai-ily  in  his  office  chair.  But  as  he  begins  to 
talk,  he  sits  taller,  and  his  eyes  shine.  Two  decades  ago, 
he  was  organizing  poor  workers  in  the  South.  Today, 
l-'uUer  is  still  cnisading — as  superintendent  of  Milwaukee's 
piiblic  schools.  On  this  recent  day,  he  has  met  with  the  dis- 
trict's 157  principals,  lunched  with  executives  to  discuss  fund- 
ing, and  ended  the  aftemoon  in  a  heated  exchange  with  par- 
ents and  teachers  of  a  community  school.  "As  I  got  okler," 
s;<ys  Fuller,  54,  "I  reahzed  I  couldn't  change  the  world,  so  I 
.'ecidec!  to  work  on  the  lives  of  children.  The  stmggle  is  to 
f;';.!.ke  nure  all  kitis  get  the  best  education  possible." 

I  jnce  an  outsider.  Fuller  now  sits  at  the  epicentei-  of  a  blaze 


RISK-TAKER 

Superintendent 
Fuller  with 
Milwaukee  kids 


of  reforms  sweeping  Milwaukee's 
classrooms.  The  nation's  loth- 
largest  urban  district  is  among  the 
most  aggi'essive  systems  overhaul- 
ing American  urban  education. 
From  Milwaukee's  south  side,  with 
its  ethnic  stew  of  Hispanics  and 
Eastern  Europeans,  to  the  predominantly  black  north  sic 
Fuller  is  helping  principals  and  teachers  break  free  of  suff 
eating  niles  imposed  by  state  and  city  bureaucrats.  Togeth« 
they're  wTesting  back  control  over  school  spending. 

The  city's  educators  and  business  leaders,  meantime,  ha 
gone  the  fiuthest  in  the  countiy  in  t.ving  classroom  leiUTiing 
the  labor  market.  In  three  years,  the  world  of  work  will  be 
key  piece  of  the  cunieulum  fi-om  kindergarten  to  12th  gi'ac 
Blue  chips  such  as  A.  0.  Smith  Coi-p.  and  Allen-Bradley  C 
help  train  teachers  in  total  cjuality  concepts.  Grades  and  U 
scores  ai-e  incliing  up — all  this  in  tightfisted  times.  "Milwauk 
is  a  model  for  involving  the  jjrivate  sector  and  other  communi 
gi'oups,"  says  Michael  Casserly,  executive  dii-ector  of  the  Cot 
cil  of  the  Great  City  Schools,  a  network  of  big-city  schools, 
one  of  the  most  risk-taking  districts  in  the  countiy." 

Indeed,  while  politicians  and  pundits  make  much  of  vouc' 
ers,  Milwaukee  is  the  only  place  in  the  country  that  actua 
has  such  a  progi'am.  The  expeiiment,  which  uses  public  fun 
for  private  school,  is  limited,  open  to  only  a  ft-action  of  IV 
waukee's  students.  But  just  the  same,  it  forces  some  pub 
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ichools  to  comi)ete  for  students  and  resources.  Diverting 
Tioney  away  from  beleaguered  public  schools  is  plenty  con- 
joversial,  but  Goveraor  Tommy  G.  Thomjjson,  a  leading  Re- 
Dublican  refoi'mer,  wants  to  spread  vouchers  throughout  the 
state — even  to  religious  schools.  "We  need  to  expand  the 
Jefinition  of  public  school,"  says  Thompson.  "They  should 
?er.'e  the  pubhc,  not  necessarily  be  run  by  the  govemment." 

Milwaukee's  innovations  shed  light  on  the  way  foi-ward  for 
U.  S.  schools  as  they  face  shiinking  resouix-es  and  gTowdng  en- 
•oUments.  After  two  decades  of  failed  refonns,  educators  have 
earned  at  lea.st  two  lessons:  One  is  that  money  alone,  while  im- 
Dortant,  doesn't  help  children  leam  and  succeed.  The  other  is 
;hat  central  administrations  must  loosen  their 
rrip  so  reform  can  bubble  up  from  the  class- 
■ooms  and  communities.  Like  Coi^^orate  America, 
schools  will  have  to  decentralize,  leam  to  compete, 
md  be  held  accountable.  "We  have  a  bui'eaucrat- 
c  stiucture  that  functioned  in  an  old  Industrial 
\ge."  says  Fuller.  "Industry  has  thi-owii  it  ;iwa>', 
)ut  we  still  have  it." 
EARNINGS  GAP.  The 
;takes  foi-  Milwaukee, 
IS  for  the  nation,  ai'e 
inormous.  A  city  of 
130,000  on  Lake 
Michigan,  Milwaukee 
5  a  place  where  solid- 
laying  manual  jobs  in 

ireweiies   and  ma- 

hine  shops  have  giv- 

n  way  to  a  more 

iverse  workforce. 

Vhile  the  city  boasts 

ophisticated  manu- 

ictuiing  and  prosper- 

us  financial  services, 

lese  high-skilled, 

igh-paid  jobs  are  be- 

ond  the  reach  of  a 

rowing  segment  of 

le   population.  On 

ay  given  day,  more 

lan  one  in  five  high 

'.hool  students  fail  to 

low  up  for  class,  and 

mpanies  find  that 

ore  and  more  gi-adu- 

:es  can't  handle  ba- 

c  math  and  wTiting, 

t  alone  computers. 

^hat  kind  of  peifor- 
ance  is  unaccept- 

)le,"  says  Robert  J. 
Toole,  chairman  of 
ito-parts  maker 
.0.  Smith. 

Milwaukee's  economic  divide  is  much  like  that  of  other 
;ies,  only  a  bit  worse.  It  tends  to  draw  more  students  from 
or  families:  73%  of  its  kids  receive  fi'ee  or-  subsidized  lunch- 
,  compai-ed  with  58/%  for  all  cities.  Milwaukee  schools  I'eceive 
,031  in  public  funds  per  child,  mor-e  than  the  national  aver-age 
$6,100.  But  that  number-  r-eflects  its  dependence  on  federal 
d  state  funding.  Now,  proposed  cuts  in  feder-al  spending, 
rich  contributes  10%  of  Milwaukee's  $769  million  school  bud- 
t,  are  endangering  school  lunches  and  dr'ug-abuse  educa- 
n.  Meanwhile,  em-ollment,  totaling  103,000,  has  been  growing 
iiadily  for-  five  years,  adding  about  1,000  kids  a  year 
At  the  same  time,  Wisconsin,  like  lots  of  other  states,  is 
iftrng  mor-e  of  the  burden  of  school  financing  from  local 
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Kids'  business 
displays  at  a 
school  trade  fair 


A  Snapshot  of 

Milwaukee's 

Schools 

The  nation's  15th- 
largest  urban 
school  system 
at  a  glance 


DATA:  U  S  CENSUS  BUREAU,  METROPOLITAN 
MILWAUKEE  ASSOCIATION  OF  COMMERCE, 
MILWAUKEE  PUBLIC  SCHOOLS;  COUNCIL  OF  THE 
GREAT  CITY  SCHOOLS,  EDUCATION  DEPT 


•103,000  Kids 
•157  Schools 
•59%  Black 
•24%  White 
•11%  Hispanic 

•65%  of 

kids  from 
poverty- 
level  families 


property  taxes  to  state  general  revenues.  That  will  leave 
the  state  picking  up  an  extr-a  $1.2  billion  for-  schools  next  year; 
or  two-thir-ds  of  the  total,  up  fr-om  51%.  If  the  state's  strong 
economy  turns  down,  "it  will  be  a  major  fiscal  challenge  to 
meet  oiu-  school-funding  obligations  with  all  of  the  other  pri- 
or-ities  in  state  gover-nment,"  wor-ries  Mark  D.  Bugher,  Wis- 
consin's secretary  of  r'evenue. 

The  city's  histor-y  of  segr-egation  also  has  taken  a  toll  on  the 
schools.  Two  out  of  thr-ee  students  are  bused  to  school,  the  r-e- 
sult  of  a  1976  court  or'der.  But  r-ace  r-elations  r-emain  volatile. 
And  some  schools  mast  cope  with  g-ang-s,  neo-Nazis,  and  waning 
Serbian  and  Cr-oatian  students.  Busing-'s  other-  legacy:  It  has  de- 
stroyed neighbor-hood  schools  and  left  thousands 
of  par-ents  far  fr-om  their-  cMldr-en's  classrooms. 

Still,  many  in  Milwaukee  are  cautiously  opti- 
mistic. For-  that,  they  credit  Fuller,  who  was  ap- 
pointed in  1991.  Fuller-  spent  much  of  the  '60s  and 
early  '70s  using  a  Swaliili  name — Owusu  Sadauki — 
while  lie  nr<j;inizi'd  lidsimal  wor-kers  in  North  Car-- 

nlina.  After  coming 
home  to  Milwaukee  in 
the  19S0s,  he  held 
several  state  jobs. 
While  a  college  ad- 
ministrator, he  agitat- 
ed for  a  separate 
black  school  system 
that  would  shift  ]3ow- 
er-  to  parents  and  up- 
gr-ade  black  education. 

The  choice  of 
l*'uller  as  superinten- 
dent tiu-ned  out  to  be 
a  canny  one.  A  pr-od- 
uct  of  Milwaukee's 
public  schools  and  its 
tough  housing  pro- 
jects, he  was  also  an 
outsider-  with  no 
leaching  experience. 
While  the  teacher's 
union  and  its  sup- 
porters on  the  school 
board  are  often  at 
odds  with  Fuller, 
most  Milwaukeeans 
are  cheering  him  on. 
"He  has  given  most 
of  the  teacher-s,  prin- 
cipals, and  companies 
some  hope  that 
ther-e's  something  sal- 
vageable," says  Ted 
A.  Hutton,  of  elec- 
tronics maker-  Allen- 
Br-adley. 

From  the  start.  Fuller-  began  mapping  a  vision  of  Mil- 
waukee's schools  as  semi-autonomous  units  that  would  com- 
pete for  kids  and  buy  and  sell  ser-vices  fi-om  a  str-eamlined  ad- 
ministration. Fuller-  has  been  giving  principals  some  say  over- 
picking  teacher-s.  He's  also  letting  schools  control  more  of  their 
funds.  Before,  the  centr*al  administr-ation  had  power  over  a 
school's  entir'e  budget.  Now,  it  controls  roughly  80%,  and 
Fuller  wants  to  go  further  "You  have  to  break  up  the  mo- 
nopoly," he  says.  "All  of  the  adults  have  been  organized  to 
protect  their  interests.  You  nm  into  union  contr-acts,  board 
mandates,  state  mandates,  and  the  tremendous  intangible — 
the  way  it's  always  been  done." 

Fuller  also  has  moved  quickly  to  toughen  up  the  cur-riculum 
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and  to  hold  teachers  and  piincipals  accoiuitable.  He  laid  down 
20  achievement  goals  that  range  fi-om  90%  high  school  atten- 
dance to  above-average  reading  scores  for  85%  of  third 
gi-aders.  Last  fall,  he  started  ranking  each  school  in  an  annu- 
al district  "report  card."  For  those  schools  that  repeatedly 
come  up  short.  Fuller  and  the  school  board  ai"e  threatening  to 
close  them  down.  The  pace  is  slow,  but  some  progi'ess  is  being 
made.  Fifth  gi'aders  are  beating  their  targets  in  waiting,  and 
third  gTaders  in  reading.  High  schooled'  gi'ade-point  averages 
inched  up  from  a  miserable  D-i-  in  1991  to  C-  in  1994,  while 
dropout  rates  for  entering  seniors  fell  fi'om  17.4%  in  1993  to 
15.4%  in  1994. 

Fuller  gives  his  principals  unprecedent- 
ed ft-eedom  to  e.xperiment.  And  Ale.xander 
Hamilton  High  School  principal  Clark 
Lovell  is  taking  full  advantage.  Part  disci- 
plinarian, part  innovator,  Lovell  labors  to 
hold  together  the  raucous  mix  of  ethnic 
gi-oups  in  his  1,900-student  school  on  Mil- 
waukee's southwest  side.  He  sets  high  stan- 
dards and  is  unrelenting.  "I  consider  this 
school  to  be  different,"  Lovell  asserts.  "I 
expect  my  kids  to  be  above  average."   

Lovell  is  pioneeiing  what's  now  knowTi  as 
the  school-to-work  concept:  hnking  learn- 
ing to  the  work  world.  LoveU  and  his  teach- 
ers are  reai'raiiging  the  cuniculum  to  ehm-  .  . 
inate  rigid  baniers  between  such  subjects 
a.s  math  and  histoiy,  and  they're  encourag- 
ing students  :o  work  in  teams.  He  also  is 
creating  a  series  of  specialties — business  . 
and  finance,  arts  and  sciences — and  is  so- 
liciting supp(  it  from  local  institutions. 

As  part  of  Milwaukee's  school-to-work 

;>rjject,  Fii-stiir  Bank  Milwaukee  helped  de-   

sign  the  cuniculum  for  the  four-year  busi- 


EYE  OF  THE  STORM 

Legislator  Williams  helped 
make  vouchers  a  reality 

iifss  and  finance  cluster,  and  its  manage] 
will  teach  some  classes.  For  students  w' 
complete  the  coursework,  Fii"stai'  will  gu; 
antee  emplojonent;  for  those  who  go  on 
college,  it  will  provide  summer  jobs.  This 
what  President  Bill  Clinton  had  in  mi: 
when  he  helj^ed  push  school-to-work  legi| 
iation  last  year.  Out  of  the  -SlOO  miUion 
~eed  money  for  such  programs,  Milwauki 
lias  received  .$2.9  miUion. 
TVs  AND  SAVINGS  BONDS.  Conceding  th, 
the  sheer  beauty  of  learning,  even  in  th] 
new  environment,  may  not  be  enough  ' . 
lure  all  students,  Lovell  is  dangling  oth( 
.  nticements.  To  get  kids  to  show  up  a; 
'  hen  do  well,  he's  handing  out  piizes,  fi*oj 
'  iilor  TVs  to  savings  bonds,  to  top  pe| 
formers.  About  400  kids  are  recognizi 
every  term,  and  $5,000  in  gift  certificati 
and  bonds — donated  by  local  merchants- 
i:-;  handed  out  annually. 

LoveU  thinks  the  piizes  are  a  key  reasi 
I  hat  gi-ade-point  averages  have  risen  fn 
C-  to  C+  in  the  past  18  months  and  t 
60%  fewer  students  were  counted  as  tan 
Parents  like  the  prizes,  too.  In  a  recej 
survey,  they  rated  the  three-year-old  p: 
gi-am  as  one  of  the  features  they  liki 
most  about  Hainilton.  even  though  some  pai'ents  and  studer 
deride  the  program  as  bribeiy. 

Across  town,  at  Silver  Spring  Elementaiy  School,  the  i 
centives  are  more  sophisticated.  There,  each  class  has  set  i 
a  "company" — among  them,  Candyland  USA  and  Paper,  Pen 
&  Gift  Co.  Students  are  learning  how  to  interview  for  exe 
utive  positions  and  how  to  buy  and  sell.  In  January,  M 
gi"adei*s  opened  the  First  Student  Run  Bank,  taking  in  .$1,0 
in  deposits  from  fellow  students.  The  school's  business  patro 
Associated  Bank  Milwaukee  (a  gi'owm-up  bank),  provided 
savings  account  to  each  student  w-ho  deposits  $10.  "We  tea| 

Milwaukee's  Report  Card 

Schools  superintendent  Howard  Fuller  has  laid  dowi  tough,  new 
goals  for  the  public  schools.  Here's  how  they're  doing: 


BOAiyGRADE 

ACTION  PUN 

STATUS 

RAISE  ACADEMIC 

More  rigorous  requirements 

High  school  grade 

STANDARDS 

and  testing.  New  emphasis 

average  still  C-,  but 

C+ 

on  writing 

dropout  rate  is  falling 

STREAMLINE 

Consolidate  20  departments 

Schools  don't  have  tota 

BUREAUCRACY 

into  6.  Give  principals  more 

control  over  curriculum 

B- 

control  over  funds  and  staff 

or  hiring  teachers 

FOSTER 

Reduce  bureaucratic  control, 

More  communities 

INNOVATION 

freeing  principals  and 

running  own  schools.  " 

B+ 

teachers  to  experiment 

Vouchers  in  limited  use 

INVOLVE 

Bring  local  companies  in 

Dozens  of  companies 

BUSINESS 

as  partner  in  overhaul.  Tap 

offering  counseling, 

A 

expertise  of  executives 

money,  and  jobs 
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INTRODUCING  THE  FIRS 

THE  PENTIUM'S  FULL  POTENTIAL. 


When  the  rush  was  on  to  introduce 
a  notebook  with  a  Pentium™  processor, 
Texas  Instruments  decided  to  do  what 
Dthers  thought  couldn't  be  done. 

We  created  a  notebool\  that  maximizes 
i'entium  performance  by  integrating 
'uU  PCI  bus  architect  ure  in  o  ur  Texas 
'nstruments  TravelMate"  5000. 

And  for  flexible  connectivity,  we 
iesigned  a  way  to  allow  external  access 
rem  the  PCI  bus  to  the  latest  peripherals. 

It  was  a  challenge  we  addressed  for  two 
I  imple  reasons:  to  give  users  true  desktop 
'.'entium  performance  for  faster  running 
oftware  and  expansion  capabilities 


for  long-term  investment  protection. 

So  now  you  have  a  notebook  with 
smoother  full-motion  video  and  enhanced 
3-D  graphics.  In  addition,  we  designed  the 
TravelMate  5000  to  take  advantage  of  the 
"plug  and  play"  capabilities  of  Windows  95® 
when  it  becomes  available. 

But  our  engineers  didn't  stop  there. 
We  added  a  second  lithium,  ion  battery 
without  sacrificing  size,  weight  or  elimi- 
nating a  floppy  drive. 

The  TI  TravelMate  5000.  For  more 
information  on  what  others  thought  you 
couldn't  do  with  a  notebook,  simply  call 
1-800-TI-TEXAS  (e-mail:  2ti@msg.ti.com). 


Warranty  may  vary  from  country  to  country.  Contact  your  local  TI  office  for  detail.'!  Batteries  and  options  are  covered  by  a  one  year  limited 
warranty  TravelMate  and  "Extending  Your  Reach"  are  trademarks  of  Texas  Instruments  Windows  9.5  is  a  registered  trademark  of  Microsoft 
Corporation  Pentium  is  a  trademark  and  ttie  Intel  Inside  logo  is  a  registered  trademark  of  Intel  Corporation  *Dependingon  model  6  1995  TI 


75  MHz  Pentium  processor  /villi  PCI  Bus 

lOA" Active  Malri.c or  10.5" Dual  Scan  displays 

2MB  Video  memory 

8MB  RAM,  expandable  lo  32MB 

810  mMion  bytes  (=  772MB )  or  524  million 
byt£s  (=500.MB)  Hard  Disk  Drives* 

Multimedia  package:  Built-in  16-bit  sound, 
internal  speaker  and  dual  mode  mkropiione 

Tim  Lithium  ion  battery  packs 

Serial  infrared  port  for  wireless  connecUvily 


EXTENDING     YOUR     REAC  H  ■ 

Texas 
Instruments 


Cover  Story 


the  kids  how  to  put  money  in  the  bank  and  how  to  save," 
says  Merinda  Carter,  the  10-year-old  elected  president  by 
her  peers  and  who  r-uns  the  bank  out  of  a  storage  closet. 
"We're  learning  about  what  we  have  to  do  later  in  life." 

America's  road  to 
school  reform  is  lit- 
tered with  ideas  killed 
off  by  bureaucrats  and 
union  leadere.  That's  why  so  many  refonn  efforts  focus  on  set- 
ting up  schools  outside  the  system.  The  charter  concept, 
which  allows  communities  to  fomn  schools  from  scratch,  is 
catching  on:  Authorized  in  11  states,  charter  schools  usually 
operate  independently  of  school  boards  and  free  of  union 
contracts.  Wisconsin  has  a  more  limited  charter  law:  A  tes- 
tament to  the  clout  of  the  teachers  union,  the  law  forbids  ab- 
rogation of  contracts  and  authorizes  only  10  new  schools 
statewide.  Governor  Thompson,  spurred  on  by  Fuller,  is 
pushing  legislation  that  would  hft  such  restrictions. 

In  the  meantime,  Milwaukee  has  created  its  own  chaiterlike 
school,  Hi-Mount  Community  School.  It  sprang  to  life  last 


year  in  a  hulking  red-brick  bmlding  on  the  west 
side.  Hi-Mount  is  run  by  a  20-member  communi- 
ty boai'd  comprising  parents,  businesspeople,  and 
union  leadei-s,  which  has  broad  powei"s  to  hii'e  and 
fire  the  princijial  and  teachers — although  the 
school  board  retains  some  jurisdiction.  And  the 
community  board  conti'ols  nearly  two-thirds  of 
Hi-Mount's  budget. 

Winning  over  the  teachers  was  key.  Previous  attempts  to 
bring  together  teachers  and  administi'ators  had  fallen  apart 
t>ver  tiu-f  battles.  This  time.  Fuller  and  Maiy  Bills,  the  school 
board  president,  encouraged  Hi-Mount  principal  Spencer 
Korte  and  a  group  of  teachers  to  give  the  union  a  big  role  on 
the  board.  The  planners  also  sold  their  idea  to  rank-and-file 
teachers  at  Hi-Mount.  The  sales  pitch  emphasized  that  the 
union  contract  would  still  hold  but  that  teachers  would  gain  a 
say  in  the  budget  process  and  in  the  design  of  a  new  cur- 
ricitlum.  Once  teachers  bought  the  idea,  the  union  offered  up 
its  own  compromise,  fi-eeing  the  board  to  detennine  staffing 
;'.n':!  to  alter  class  schedules.  "Those  ai'e  revolutionaiy  concepts 
:  ))■  a  teachers'  rnion,"  says  Sam  Carmen,  executive  director 
'.f  the  .Alilwauke.'  T-'-achers  Education  Assn. 

Cai-men  point.-  in  Hi-Mount  as  proof  that  the  teachers 


UNION  LEADER 

Carmen  says 
teachers  aren't 
the  enemy 


There's  little  evidence  so  far 
that  Milwaukee's  experiment  in 
vouchers  is  a  miracle  cure-nor  is 
there  evidence  that  it's  poison  for 
the  public-school  system 


union  isn't  the  enemy.  The  union  says  it  is  now  talking  wit 
20  schools  seeking  various  contract  waivers,  a  la  Hi-Mour 
But  in  Milwaukee  and  elsewhere,  the  union  draws  the  line 
privatization  and  vouchers.  "These  cut  at  the  heart  of  tl 
union,"  Carmen  says. 

In  1991,  an  unusual  collection  of  supporters — RepubHc; 
and  Democrat,  rich  and  poor — pushed  thi'ough  a  state  vouc 
er  law.  It  allows  up  to  1.5%  of  Milwatikee's  student  populatio 
about  1,500  kids,  to  apply  for  places  at  12  priva 
schools.  For  each  stuclent  taken  m,  S30  this  scho 
year,  the  state  pays  $3,209  a  year  The  rest 
paid  by  parents  or  through  fimd-raising. 
TWISTS  AND  TURNS.  Few  people  are  dispassiona 
about  vouchers.  Annette  "Polly"  Williams,  a  D 
mocratic  state  legislator  who  helped  push  tl 
voucher  law,  insists  that  the  public  system 
neaiiy  hopeless.  "I  will  not  waste  my  time  tryii 
to  change  the  system,"  she  says.  "This  is 
about  saving  children."  Opponents  are  equal 
emphatic.  Insists  school  board  President  Bil 
Vouchere  ai*e  a  "smokescreen  for  reduced  fundi] 
of  pubhc  education." 

But  while  the  adults  debate,  Milwaukee's  e 
periment  provides  little  evidence  so  fai"  that  ch 
dren  gain  or  lose  simply  by  changing  to  priva 
school.  John  Witte,  a  University  of  Wisconsi 
Madison  professor  who  has  studied  the  vouch 
program  since  it  started,  found  that  in  acaden 
achievement,  measured  since  1990,  the  childr 
who  went  to  private  schools  peifonned  no  bett 
than  those  in  public  schools — although  parent 
satisfaction  is  much  higher. 

Several  factors  may  be  responsible  for  th 
Witte  points  out  that  it  is  wTong  to  assume  tl 
private  schools  will  always  turn  out  better  si 
dents.  He  also  notes  that  many  "voucher  kid 
came  from  far  poorer  families  than  the  avera 
in  public  school,  and  that  many  of  them  h 
been  underperformers.  Witte's  final  word 
vouchers:  "There's  no  miracle  here,  but  ther 
no  devastation  of  pubhc  education,  either." 
Milwaukee's  experience  shows  the  twists  a 
turns  a  gentiine  effort  at  reform  can  take.  When  all  the  ph 
ers — parents,  teachers,  principals,  business  leaders — coi 
together,  things  can  happen.  Along  with  many  others,  Ful 
is  working  hard  to  keep  Mihvaukee's  fragile  coahtion  inta 
He  know-s  it  can  break  apart,  perhaps  in  a  power  strugj 
with  the  teachers  union  if  he  pushes  too  hard.  But  the  ; 
forms  he  has  helped  unleash  will  outlive  liis  tenm'e.  There  v 
always  be  principals  such  as  Rose  Guajardo,  who  has  turn 
Kagel  Elementaiy  School,  in  one  of  Milwaukee's  most  i 
poverished,  gang-ridden  neighborhoods,  into  one  of  the  bi 
perfonners  in  Wisconsin.  "This  is  not  a  job,"  she  says,  "if! 
mission."  For  teachers,  parents,  and  principals  across  1 
count  ly,  turning  around  America's  schools  is  nothing  less 
By  Richard  A.  Melcher  in  Milwau. 
with  Michele  Galen  in  New  Yt 


74  BUSINESS  WEEK  /  APRIL  17,  1995 


Now  the  hardest  thing 
ismasterinqtheco 
of  the  double  (lid. 


^(^\^^    Introducing  FedEx  SliipT 


tlie  revolutionary  new  desk- 
top skipping  software  from 
FedEx.  Now  witk  FedEx  Skip,  you  can  kandle 
virtually  any  aspect  of  skipping  a  package  witk 
just  a  few  clicks  of  your  mouse. 


liem  on 


Using  your  modem,  tke  software  connects  your 
computer  directly  to  FedEx.  It  creates  skipping 
lakels  and  prints  tk 
your  own  laser 
printer.  Maintains  a  data 
kase  of  your  customers.  Sckedules  pickups, 
tracks  and  confirms  deliveiy  of  yovn-  packages. 
All  faster  and  easier  tkan  ever  kefore.  Witkout  so 
muck  as  picking  uptkepkone.  FedEx  Skip. 
Once  you  get  tke  doukle  click  down,  it  s  a 
kole  new  way  of  skipping  packages.  For  a 
free  copy  of  FedEx  Skip  software  for  Windc 
or  Macintosk,  just  call  1-800-GO-FEDEX.* 


lows 


Federal  Express 

Our  Most  Important  Package  Is  Yours;' 


JJIX.  PJ  I  N  X,  C  Ll  J  L.iJJ..iJ:  J  P.. 


995  Fi-Jml  U«pa-ss  Corpirahon,    WinJows  .s  ,i  IraJun.irk  nl  Mitrusuft  Curp.    M.ctt.IosI.  is  a  rcgislereJ  li-aJi-maA  of  Apple  C„rp     TDD  l-60U-2JS-+4(-J  1 


Corporation 


STRATEGIES 


AN  EMBARRASSMENT  OF 
GLITCHES  GALVANIZES  CHRYSLE 

With  its  vaunted  turnaround  tlireatened,  No.  3  gets  serious  about  quality 


Last  year,  Rick  Koch,  a  31-year-old 
computei'  salesman  from  Jackson- 
ville, Fla..  bought  a  new,  813,000 
Dodge  Xeon  that  ciuickly  developed 
glitches.  The  driver's  door  latch  some- 
times refused  to  release,  the  plastic  lin- 
ers inside  both  front  fenders  rattled, 
and  sealant  oozed  from  around  the  rear 
window.  By  November,  Koch  posted  an 
electronic  memo  on  Prodigy,  detailing 
his  car  woes  for  the  online  service's  1.2 
millioii  subscribers.  "I'd  never  buy  an- 
other," he  \M'ote  in  disgust. 

Unfortunately  for  Chrysler  Corp., 
Koch  isn't  the  only  one  taking  aim  at  its 
quality  problems.  In  its  annual  .^luvey  of 
auto  quality  released  last  June,  J.  D. 
Power  &  Associates  Inc.  ranked 
Chiysler  cars  consistently  below  indus- 
try averages:  Of  31  brands  surveyed, 
Chiysler  finished  in  the  bottom  third. 
Coiiiiumer  Reports  also  raked  Chiysler 
over  the  quality  coals.  In  its  January 
and  April  issues,  the  magazine  warned 
readers  to  be  waiy  of  such  models  as 
the  Dodge  Intrepid,  the  Jeep  Grand 
Cherokee,  and  the  Dodge  Ram  pickup, 
which  all  had  above-average  chances  of 
landing  in  the  repair  shop.  And  in 
March,  mounting  bad  publicity  suiTound- 
ing  a  National  Highway  Ti'affic  Safety 
Administration  probe  forced  the  No.  3 
carmaker  to  agree  to  replace  the  lift- 
gate  latches  on  all  4.3  million  of  its  min- 
ivans  on  the  road. 

There  lU'e  sigiis,  however,  that  Chiys- 
ler may  finally  be  moving  to  improve 
its  laggard  quality.  Shaken  by  the  J.  D. 
power  results.  Chairman  Robeit  J.  Ea- 
ton has  committed  several  hundred  mil- 
lion dollars  to  fixing  nagging  problems 
on  e.xisting  models.  And  even  before  in- 
dustn-  sales  slnwed  in  Januaiy,  he  dras- 
tically cut  overtime.  Although  dealers 
weiv  screaming  for  ni  ire  hot  models 
like  the  Jeep  Grand  Cherokee,  he 
pruned  j)roduction  to  reduce  the  likeli- 
hood i)f  mistakes  by  han-ied  workers. 
Most  important,  Chiysler  has  begtin 

SHAKE,  R.a.TTLE  'N'  ROLL:  A  Ca  m  nut 

I  ml  (ire>:  mtise  and  ribratioii  festiin/ 


engineering  its  latest  models — paiticu- 
lai'ly  the  redesigned  minivans  just  aii-iv- 
ing  in  showrooms — with  far  more  at- 
tention to  avoiding  defects.  Until  last 
year,  "we  simply  were  not  putting  the 
effort  into  these  things  that  we  told 
ourselves  we  were."  concedes  Eaton. 
But  with  internal  quality  audits  improv- 
ing. Eaton  savs  the  next  Power  suivev. 


due  May  24,  will  show  "we're  the  mo: 
improved  company  out  there,"  he  say 

Chiysler  desperately  needs  just  sue  ^^^j 
an  independent  stamp  of  approval.  Th 
company  has  promised  top-notch  qualit 
before,  only  to  fall  short.  And  Eato 
made  cjuahty  a  priority  when  he  anive  1^ 


three  years  ago.  Chrysler's  problen 
are  partly  a  legacy  of  its  two  bnish« 


Quality 
Conundrum 


Consumer  Reports  predicts  poor  reliability  for  Chrysler's  new 
models,  but  gives  them  high  overall  ratings  based  on  their  com- 
fort, convenience,  and  performance 
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vith  bankiTiptcy,  when  the  auto  maker 
acked  funds  for  design  and  testing.  For 
ill  its  recent  hot  launches,  the  quality 
f/oes  are  imperiling  Chrysler's  vaunted 
;urnaround.  The  company  risks  scaring 
)ff  the  savvy,  well-to-do  consumers  it 
s  wooing  with  flashy  new  cars  such  as 
;he  Cirms  sedan.  "Pooi-  quality  can  kill 
success]  in  a  minute,"  warns  Furman 
jelz  Inc.  analyst  Maryann  Keller 
.OW  BLOWS.  First  priority  has  gone  to 
ixing  the  problems  cropping  up  in  exist- 
ng  models.  For  example,  pooi-  engineer- 
ng  has  meant  that  Chrysler's  assem- 
)ly  workers  typically  have  to  bend  and 
lammer  the  doors  to  get  proper  fit  on 
he  Dodge  Intrepid  and  its  other  lh 
aodel  family  sedans — a  practice  rare  at 
op  Japanese  rivals.  Such  crude  fixes 
nvariably  leave  some  doors  with  an- 
lOying  air  or  water  leaks.  So  Chiysler 
ngineers  are  reconfiguiing  the  doors. 
!y  summer,  one  consultant  estimates 
]hrysler  will  have  spent  $25  million  to 
50  million  on  new  machine  tools  to 
tamp  out  doors  with  gi-eater  precision. 

Novi^here  has  the  attention  to  detail 
een  as  gi'eat  as  with  Chiysler's  mini- 
ans.  They  account  for  nearly  a  quailer 
f  profits  and  face  intense  competition 
■cm  Ford  Motor  Co.'s  Windstar,  so 
hrysler  is  going  all-out  to  eliminate 
litches.  Owners  giiped  that  the  power- 
indow  switches  were  awkward  to 
iach,  for  example,  while  their  knees 
^en  bumped  the  power  door  lock  but- 
m.  So  in  mid-1994 — although  a  full 
lode!  redesign  was  just  a  year  away — 
hrysler  spent  $300,000  to  move  the 
indow  switches  and  fashion  a  guard 
I  'ound  the  lock  toggle.  By  sweating 
ich  details,  quality  has  steadily  im- 
proved on  such  mod- 
els as  the  Dodge  Car- 
avan, which  was  No.  2 
in  Powers'  minivan 
survey  last  year,  be- 
hind 'Toyota  Motor 
Coip.'s  Previa  (chart). 

Eaton's  claim  that 
(juality  has  improved 
is  backed  by  an  un- 
likely source:  Genei'al 
Motors  Corp.  While 
Consumer  Reports' 
assessment  was  based 
(in  early  1994  data, 
( 'hi-ysler  fared  better 
in  a  GM  study  of  mod- 
els on  sale  at  yeai-end. 
The  internal  survey 
ranked  the  Town  & 
Country  minivan  just 
below  the  Previa. 
More  suii^risingly,  the 
'  Intrepid  and  similar 
LH  midsize  sedans 
placed  right  behind 
the  Honda  Accord, 


50  • 


0  ■ 


Toyota  Camry,  and 
Buick  Century  and 
ahead  of  the  Mazda 
626,  one  of  Consu- 
mer Reports'  recom- 
mended models. 

Rather  than  belat- 
edly fixing  snafus  on 
models  already  on 
the  road,  however, 
Chrysler  needs  to 
avoid  them  in  the 
fii'st  place.  To  do  so, 
engineers  working 
on  the  minivan  over- 
haul are  revamping 
the  planning  process 
and  conducting  some 
of  the  most  e.xten- 
sive  testing  ever 
performed  at  Chiys- 
ler. To  chase  down 
squeaks  and  rattles, 
Chiysler  hired  a  To- 
ronto testing  compa- 
ny to  shake  proto- 
types in  a  huge 
hydraulic  device.  The  shakers  simulated 
100,000  miles  of  driving  at  temperatui-es 
ranging  from  120F  to  minus  20F.  Then, 
the  team  probed  inside  components  such 
as  seats  with  a  tiny  video  camera  and 
microphone  to  record  squeaks  in  action. 

By  the  time  it  was  done,  the  team 
had  redesigned  parts  to  quiet  a  choixis 
of  29  buzzes,  squeaks,  and  rattles.  And 
to  make  sure  no  new  ones  crop  up  in 
production,  Chiysler  has  installed  hy- 
draulic shakei's  in  its  two  plants  to  test 
vans  coming  off  the  fine — something  no 
other  carmaker  does.  Already,  that's 
found  one  last  squeak  in  the  minivan's 
hood  that  engineers  are  mshing  to  fix. 

Of  couree,  Chrysler  has  always  tested 
new  vehicles  before  production.  But  its 
financial  problems  meant  that  it  often 
lacked  sophisticated  equipment  to  spot 
hidden  problems.  Until  recently,  for  ex- 
ample, Chiysler  engineers  could  bench- 
test  engines  at  temperatures  down  to 
only  30F.  As  a  result,  some  four-cylind- 
er Neon  engines  have  been  plagued  by 
head  gaskets  that  leak  oil  when  the  en- 
gine metal  expands  and  contracts  in 
colder  climes.  To  avoid  that,  the  minivan 
designers  hired  a  testing  firm  to  run 
engines  at  temperatures  ranging  from 
290F  to  minus  30F.  The  result:  The  new 
minivan's  four  cylinder  engine  came  out 
with  a  stronger  head  gasket  with  sili- 
cone gi'ommets  to  seal  in  the  oil. 

All  the  testing  in  the  world  won't  en- 
siu'e  quality  if  suppliers  deliver  defective 
paits.  Like  Chiysler,  top  Japanese  rivals 
depend  on  outsiders  for  roughly  70%  of 
their  cai's'  content — but  they  do  a  much 
better  job  of  managing  supphers.  In  the 
past,  Chiysler's  product  engineers  sim- 
ply tested  prototype  parts  to  be  sure 


CHASING  THE  QUALITY  LEADER 

Chrysler's  defects  are  down,  but 
Toyota  still  leads  the  pack 


NEW-CAR  DEFECT  RATES 

Problems  per  100  vehicles  in  the 
first  90  days  of  ownership 
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Less  overtime,  it  is 
hoped,  means  fewer 
mistakes  on  the  line 


they  fit  or  func- 
tioned correctly. 
But  in  last  fall's 
launch  of  the  Cir- 
rus sedan,  engi- 
neers found  some 
suppliers  couldn't 
produce  fiawless 
parts  when  their 
assembly  lines 
were  running  full 
tilt.  So  minivan  en- 
gineers participat- 
ed in  test-runs  at 
full-line  speed  at 
about  80%  of  their 
350  fii-st-tier  suppli- 
ers. When  defects 
cropped  up,  Chiys- 
ler sent  in  engi- 
neering SWAT  teams 
to  help  fix  them. 
That's  almost  as 
thorough  as  Honda 
Motor  Co.,  which 
performs  such 
preproduction  tests 
at  all  of  its  supphers.  "They  have  driven 
home  the  quality  theme,"  says  Charles 
E.  Wolfbauer,  president  of  Lamb  Techni- 
con,  a  suburban  Detroit  toolmaker. 
SHARED  WISDOM.  The  real  test  of  re- 
solve will  come  as  Chrysler  transfers 
the  lessons  learned  from  redesigning 
minivans  to  such  models  as  the  lh  fam- 
ily sedans,  where  quality  is  much  worse. 
To  ensure  that  all  adopt  better  practic- 
es, Eaton  and  his  top  managers  ai'e  tiy- 
ing  to  force  gi'eater  cooperation  among 
the  independent  platform  teams  that 
design  products.  "They're  reining  them 
in  big-time,"  says  James  Harbom;  a  De- 
troit-based manufacturing  consultant. 
Now,  for  example,  each  model  team  de- 
vises its  own  process  for  welding  hun- 
dreds of  body  panels.  But  Chiysler  re- 
cently began  studying  which  models  are 
welded  at  the  lowest  cost  and  with  few- 
est defects — and  over  time,  Eaton  says, 
all  will  adopt  the  best  methods. 

Of  coui'se,  Chiysler  has  declared  vic- 
tory on  the  quality  front  before,  only 
to  disappoint.  And  real  change  will  take 
several  years,  since  many  design  and 
manufacturing  improvements  can  only 
be  introduced  as  new  models  are 
launched.  But  observers  agree  that 
Chiysler  has  a  new-found  ui-gency  about 
quality.  "Chrysler  is  turning  the  cor- 
ner," says  analyst  Keller.  "There  is  rec- 
ognition in  the  company  that  they 
screwed  up."  While  no  one  expects 
Chrysler  to  zoom  past  leaders  such  as 
Toyota,  for  now  it  is  improving  more 
quickly  than  the  industiy  average.  If 
Chrysler  can  keep  it  up,  that  may  fi- 
nally silence  critics  like  Rick  Koch  and 
Consumer  Reports. 

By  David  Woodruff  in  Detroit 
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STRATEGIES 


JUST  IMAGINE  IF 
TIMES  WERE  GOOD 

GE's  profits  from  jet  engines  are  soaring  in  a  slow  market 


The  aviation  industry  is  still  a  long 
way  from  pulling  out  of  its  de- 
scent— but  you  wouldn't  know  it 
from  looking  at  General  Electric  Co.'s 
jet  engine  business.  Profits  are  grow- 
ing at  a  pace  reminiscent  of  the  Reagan- 
era  military  buildup  of  the  1980s.  Ana- 
lyst Jennifer  Pokrzywinski  of  Morgan 
Stanley  estimates  that  the  gi-oup's  1995 
profits  could  climb  14%, 
to  $1.1  billion,  even 
though  revenues  may 
remain  unchanged  at 
$5.7  billion.  That  would 
push  profit  margins 
close  to  19%  (chart). 

Just  how  GE  Airci-aft 
Engine  Group,  based  in 
Evendale,  Ohio,  achieved 
those  numbers,  howev- 
er, is  more  than  an  ob- 
ject lesson  in  reengi- 
neering  an  enterprise 
to  fit  a  radically  small- 
er market.  It's  yet  an- 
other demonstration  of 
how  GE  CEO  John  F. 
Welch  Jr.'s  relentless 
focus  on  the  bottom 
line  produces  results — 
and  pain.  Since  1992, 
GE  has  extracted  huge 
concessions  from  sup- 
pliers, while  trimming 
its  list  of  vendors  by 
nearly  two-thirds,  to  500.  The  unit  has 
also  slashed  its  workforce  almost  in  half, 
to  23,000.  And  with  sales  gi-owth  stalled, 
GE  wants  to  cut  costs  an  additional  30%-. 
Workers  fear  more  layoffs,  though  ge 
won't  comment  on  such  speculation. 

Eugene  F.  Murphy,  who  heads  the 
engine  division,  acknowledges  the  dislo- 
cations that  downsizing  has  caused  but 
argues  that  ge  had  no  choice.  "It's  in- 
cumbent on  us  as  ok  leaders  to  shape 
the  business  to  the  realities  of  the  mar- 
ketplace," says  Murphy,  59,  a  onetime 
Ci.\  taff  lawyer  and  veteran  ge  execu- 
tive who  cook  over  the  division  in  1993. 

The  aircitift-engijie  imit  clearly  needed 
helj)  in  1992,  when  demand  for  new  en- 


gines plummeted  as  money-losing  com- 
mercial airlines  and  the  Pentagon  slashed 
orders.  From  1991  to  1993,  profits  tum- 
bled 4S%,  to  $798  million.  Worse,  mai-gins 
slipped  below  the  15%  Welch  looks  for  at 
all  his  divisions,  to  just  over  12%  in  1993. 

With  business  shrinking,  ge  decided 
to  adopt  "target  costing."  Rather  than 
price  an  engine  by  calculating  its  costs 
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and  adding  a  profit,  ge  worked  back- 
ward. It  would  fii'st  determine  what  a 
customer  was  willing  to  pay  in  the  com- 
petitive environment  and  then  lower 
costs  accordingly  to  maintain  its  profits. 

To  make  it  wor-k,  GE  fii'st  approached 
airline  customers,  including  United  Post- 
al Service  and  American  Airlines,  to 
find  out  how  it  could  redesign  engines  to 
reduce  costs.  In  the  case  of  the  CF6- 
80C2  engine  for  the  747  and  767,  for 
example,  ge  found  it  could  lose  the  air 
manifold,  a  $10,000  valve  that  regulates 
air  flow  around  an  engine  to  adjust 
thi-ust.  Though  it  helped  save  fuel,  cus- 
tomers felt  its  cost  outweighed  its  ben- 
efits. Now,  ge  is  redesigning  other  en- 


gines, including  the  one  it's  planning  fo|j 
the  Boeing  737X,  a  new  short-haul  con.] 
muter  plane,  ge  has  vowed  to  cut  30^ 
off  the  initial  estimated  cost  of  the  en;; 
gine  core,  which  generates  thrust. 
TOUGH  MASTER.  GE  has  also  been  wort; 
ing  with  its  remaining  suppliers  to  low 
er  parts  costs.  Robert  Donahue,  vice- 
president  for  sales  and  marketing  ai 
Wyman-Gordon,  which  makes  high-tenjv 
perature  materials,  says  a  GE  team  cor, 
stantly  monitors  his  company's  progr-es; 
on  impi'oving  manufactiuing  technique;) 
In  turn,  Wyman-Gordon  is  pressurinjj 
its  suppliers  to  get  more  efficient.  C| 
course,  not  everyone  is  happy  with  ge| 
oversight.  Steve  Moor-e,  in  charge  « 
the  GE  account  for  Advanced  Fabric;| 
tions/Flameco  in  Ogden,  Utah,  whicj 
welds  metal  parts,  says  ge  is  demandinj 
another  15%  price  r-eduction  over  tl! 
next  three  year's,  on  top  of  15%  laif 
year*.  To  help  meet  those  goals,  the  con' 
■■■■■i^^^^^H  pany  has  cut  emplo;; 

ment  in  half  in  r(| 
cent  years,  to  15| 
"Over  the  last  thrcf 
to  four  years,  we'\| 
noticed  a  significant 
worsening  relatioil 
ship"  with  GE,  sa^i 
Moor-e.  Still,  Moori 
who  counts  GE  as  or! 
of  his  biggest  cu| 
tomers,  isn't  about  f 
ignor'e  ge's  targets.! 

Not  surprisingli 
ge's  cost-cutting  carl 
paign  has  taken  i 
toll  on  employeeS'i 
and  not  just  factoii 
worker-s.  The  whitj 
collar  engineerirl 
staff,  which  peakd 
at  10,000  in  199| 
was  slashed  to  4,0Ci 
leaving  behind  mui 
bitterness.  "Welil 
destroyed  aircraft  e 
gines  in  my  mind,"  says  John  Zurbric 
an  engineer  who  was  let  go  in  19£ 
Zur'brick  is  among  43  former  white-C( 
lar-  employees  who  ar-e  suing  ge,  allegii 
that  the  aircraft-engine  unit  violated 
policy  of  providing  work  at  other  ( 
sites  for  laid-off  engine  wor'kers.  G 
which  settled  a  similar  suit  last  ye; 
says  the  latest  suit  has  no  merit. 

ge  has  also  been  pressing  for  pi 
ductivity  improvements  from  its  lean 
workforce,  ge  first  took  a  hard  line 
persuade  the  United  Auto  Workers  u 
ion  to  accept  work-r-ule  changes,  such 
assigning  employees  multiple  jobs.  T 
company  transferred  some  operatic 
from  Evendale  to  other  plants  whe 
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WHERE      DO      YOU  GO 
E  R  O  lS/1  THERE? 


A  I  ISf  STREET. 

If  it  doesn't  include  you  and  your  business,  the  expressway  to  the  future  could  be  the  road  to  nowhere. 

That's  why  we  custom  design  our  networks  to  meet  the  individual  goals  of  businesses  and  the 
communities  they  serve.  From  improving  education  to  creating  jobs,  the  capabilities  are  there. 

We  understand  that,  on  the  information  superhighway,  all  roads  ultimately  lead  to  Main  Street. 

So  whether  you're  a  growing  business  in  the  Southeast  or  a  cellular  customer  in  Honolulu, 
we  can  put  you  in  the  forefront  of  commuriications. 

For  more  information  call  your  BellSouth  Representative  or  1-800-726-BELL. 
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union  and  nonunion  workei-s  were  more 
cooperative.  Between  job  cuts  and  the 
transfer  of  operations,  emplojinent  at 
Evendale  has  slumped  from  20,000  to 
8,000.  Ed  Willis,  president  of  Local  647 
of  the  UAW,  admits  the  union  should 
have  been  more  flexible.  Still,  resent- 
ment lingers.  Moving  operations  was  a 
method  of  "punishing  the  union,"  says 
Tim  Mason,  \ice-president  of  the  UAW 
local — a  charge  GE  denies. 
GLITCH-FREE.  Despite  the  pain,  the  re- 
sults have  been  impressive.  New-engine 
orders  once  took  24  months  but  now 
take  close  to  six  months.  More  signifi- 
cant, GE  is  now  the  lowest-cost  produc- 
er in  the  business.  Even  though  Pratt  & 
Whitney  is  in  the  midst  of  its  own 
do\\Tisi2ing.  Pratt  Pi-esident  Karl  J.  Kra- 
pek  reckons  that  his  companj-^s  operat- 
ing costs  are  still  87f  higher  than  ge's, 
though  the  gap  is  narrowing.  And  qual- 
ity remains  unchanged.  GE  customers 
say  less  than  0.01%  of  aircraft  departui-e 
delays  are  due  to  engine  problems.  On 
the  marketing  front,  GE  captured  two- 
thirds  of  worldwide  orders  for  large 
commercial  aiixraft  engines  last  year. 

GE  still  isn't  out  of  the  woods.  Mui-phy 
doesn't  see  a  rebound  until  1997,  when 
airlines  should  step  up  orders  to  replace 
their  aging  fleets.  Then,  he's  betting  on 
the  GE90,  the  biggest  and  most  ad- 
vanced commercial  jet  engine  ever  built, 
to  power  sales.  GE,  along  with  its  part- 
ners. France's  Snecma,  Japan's  IHI  Hea\y 
Industries,  and  Italy's  Fiat,  has  spent 
SI. 5  bUhon  developing  the  engine  for  the 


GE  has  company: 
Both  Pratt  and 
Rolls-Royce  are  eyeing 
the  same  market 


new  Boeing  777  widebody  that  will  stait 
fljing  commercially  this  summer 

Unfortunately  for  Murphy,  both  Pratt 
and  Britain's  Rolls-Royce  PLC  are  eyeing 
the  same  market.  And  all  three  are  be- 
ing forced  to  bargain.  Pratt  acknowl- 
edges that  it's  offering  discounts  averag- 
ing 77%  to  win  initial  orders  for  its  new 
PW4084  engine,  its  competitor  to  the 
GE90.  Still,  Murphy  believes  that  dou- 
ble-digit revenue  growth  for  the  air- 
craft-engine di'.lsion  is  just  a  couple  of 
yeai's  away — not  a  moment  too  soon, 
when  you  have  a  boss  like  Jack  Welch 
looking  over  your  shoulder. 

By  Tim  Smart,  with  Zachary  Schiller, 
in  Eve-ndale.  Ohio 


WILL  GE'S  ENGINES  HAVE  TO  PROVE 
THEMSELVES  IN  COURT? 


THE  ENGINEER  VS.  GE 

JohnsoJi  alleges  GE 
made  false  cla  ims 


Are  the  General  Electric  Co.  jet 
engines  that  power  F-16  flghters 
and  other  military  aircraft  safe? 
GE  thinks  the  question  is  absurd.  But 
that  hasn't  stopped  the  U.  S.  Air 
Force  from  spending  S200,000  test- 
ing parts  of  an  FllO-GE-129  engine 
at  a  plant  in  Mason,  Ohio. 

At  issue  is  whether  ge  engine 
parts  stand  up  to  electromagnetic 
interference  (zm).  Dep- 
uty Defense  Secretary' 
John  M.  Deutch  or- 
dered the  study  last 
Jime  after  the  U.  S. 
Justice  Dept.  joined  a 
lawsuit  against  ge  filed 
by  Ian  Johnson,  a  ge 
engineer.  Johnson  al- 
leges that  the  company 
falsely  told  the  govern- 
ment that  thousands  of 
its  engines  met  bonding 
specifications  for  with- 
standing Kghtning — 
even  electromagnetic 
pulses  from  a  nuclear 
explosion — ^^ithout 
parts  overheating  or  failing.  Without 
agreeing  to  the  suit's  merit,  Jtistice 
joined  the  suit  to  protect  the  govern- 
ment's financial  interest. 

Though  the  Aii-  Force  isn't  expect- 
ed to  reveal  its  findings  for  a  few 
weeks,  the  legal  jousting  is  heating 
up.  The  Justice  Dept.  disclosed  in  a 
com!  filing  on  Apr  3  that  it  believes 
ge  knowingly  misrepresented  and 
falsely  certified  that  one  ge  engine 
line,  the  129.  met  requirements.  Jus- 
tice, which  has  untO  Apr  17  to  amend 
the  suit  against  ge,  says  it  hasn't  de- 
cided whether  to  pursue  the  case,  ge 
denies  the  government's  allegations. 
The  com.pany,  which  has  been  cooper- 
ating with  the  Air  Force,  says  it 
knows  the  test  results  and  they  will 
confirm  that  the  engines  are  safe,  ge 
is  pleased  that  Justice  has  narrowed 
its  interest,  so  fai*  citing  only  one  en- 
gine line,  invoking  several  himdred 
engines.  Johnson's  suit  covers  7,000  or 
more.  The  case  goes  to  trial  in  federal 
court  in  Cincinnati  on  Sept.  12. 

A  member  of  a  ge  task  force  on 
bonding,  Johnson  says  he  first  went 
through  ge's  internal  review-  process 
to  complain  about  possible  problems. 


When  he  received  no  satisfaction,  he 
saj's  he  hired  attorney  James  B. 
Helmer  Jr.  in  1993.  The  pair  then 
went  to  the  Fedei-al  Bureau  of  Inves- 
tigation, w-hich  wired  Johnson  to  se- 
cretly tape  conversations  at  ge  for 
five  months.  Helmer  says  top  GE  engi 
neers  agree  on  tape  that  they  weren'' 
meeting  the  requh-ed  standard.  Using 
the  False  Claims  Act,  Johnson  sued 
December,  1993,  on  be- 
half of  the  government, 
and  he  could  share  in 
any  judgments  against 
GE.  "I  knew  I  was  right, 
says  Johnson,  a  native  o: 
Britain  who  went  to 
work  for  GE  in  1986. 
FAA  O.K.  GE  insists  it 
thoroughly  investigated 
Johnson's  claims  and 
contends  that  it  met  aU 
contract  specifications. 
Henry  A.  Hubschjnan, 
vice-president  and  gen- 
eral counsel  at  GE  Air- 
ci-aft  Engines,  argues 
that  no  GE  engine  has 
ever  failed  because  of  bonding  prob- 
lems and  no  customers  were  misled 
about  what  they  were  getting.  He 
also  asserts  that  no  one  suffered 
damages  and  that  the  mflitaiy  speci- 
fications are  so  ambiguous  as  to  be 
"meaningless."  WTiat's  more,  the 
Federal  Aviation  Administration  say 
it  has  found  no  bonding  problems 
with  commercial  ge  aircraft  engines, 
as  claimed  in  Johnson's  suit. 

Still,  the  allegations  have  caused 
GE  no  small  headache.  Attorneys  at 
GE  Aircraft  Engines  have  spent  eno: 
mous  time  on  the  case.  The  division 
can  iU-afford  another  legal  defeat.  It 
pleaded  guilty  and  paid  S69  million  i 
fines  and  penalties  in  1992  after  its 
employees  helped  divert  foreign  aid 
to  an  IsraeU  general  and  a  ge  execu 
tive  in  connection  with  mOitarj-  en- 
gine sales  to  Israel. 

Even  if  the  Air  Force  finds  noth- 
ing wTong  with  GE  engines,  the  suit 
isn't  about  to  go  away.  The  tests 
don't  answer  the  question  of  wheth( 
GE  made  false  claims,  as  the  lawsuit 
alleges.  That  means  Johnson  could 
get  his  day  in  court  after  all. 
By  Zachary  Schiller  iii  Evendale,  Oh 
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Be  prepared.  It  was  good  advice 
when  you  were  a  scout.  If  you  ask  city 
officials  in  San  Francisco,  it  still  is. 

To  help  prepare  for  any  eventuality 
on  the  Richter  scale,  the  San  Francisco 
Office  of  Emergency  Services  chose  AST 


under  intense  pressure,  we  might  add. 

It  was  also  reassuring  that  AST  ranked 
among  the  "hest"  in  PC  World  Magazine's 
reliability  and  service  study.* 

That  goes  for  our  entire  line  of  prod- 
ucts, including  Ascentia'"  notebooks. 


computers,  fourteen  desktops  connected  to 
a  server.  All  bolted  to  their  desks,  naturally. 

At  a  moment's  notice,  they're  ready  to 
help  police,  fire,  housing,  transportation, 
water  and  power  employees  restore  city 
services.  Hospitals  and  ambulances  are 
connected,  too.  So's  the  governor. 

City  officials  chose  AST  for  many 
reasons.  Easy  start-up,  to  name  one.  Ease 
of  use  by  people  from  a  broad  range  of  city 
departments  was  just  as  important.  People 
YOU    'LL       LIKE  TH 


Premmia'"  and  Bravo  business  desktops. 
Advantage!  PCs  for  home  or  small  office 
and  Manhattan'"  servers. 

Finally,  the  fact  that  AST  is  one  of  the 
world's  largest  PC  companies  also  went 
a  long  way  toward  easing  jitters  about 
installing  any  new  computer  network. 

For  information,  call  1-800-876-4AST. 
Maybe  there's  something  vital  and  impor- 
tant you  should  be  extra  prepared  for.  You 
know,  something  like  tomorrow's  meeting. 

WAY       WE  WORK 


AST 

COMPUTER 


©/9t)5  AST  Rcvarch.  Inc  All  nghis  rcscrval  AST  and  Advanlase'  are  reg\siered  trademark\  nf  AST  Ri'siYia/i.  Inc  .AST  Computer,  the  AST  Avmm.  Premmta. 
Muii/iuiiun,  and  "You'll  hkc  The  Way  Wc  Wurk"  arc  irademarh  iif  AST  Research.  Inc  All  other  /mJua  ur  service  names  meininned  herein  may  he  trademarks  ,„  leijMerej 
irtidemarh  of  thctr  respective  uwner^.  PC  Wttrld.  June  1994. 
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INSIDER  TRADING 


-.ex 
ties 


NYNEX  AND  AT&T  CAN'T 
HANG  UP  ON  THIS  SCANDAL 

An  SEC  probe  may  link  insider  trading  to  earlier  charges  of  sex  parties  in  the  '80s 


Back  in  1990,  Nynex  Coi-p.  became 
the  center  of  a  lurid  scandal  in- 
volving bawdy  parties  at  Florida 
hotels  held  annually  by  its  suppli- 
ers. The  explosive  disclosui'es  surfaced 
during  a  regulatory  proceeding  in  a 
state  rate  case  for  Nynex'  New  York 
Telephone  unit.  After  investigations  by 
the  company  and  the  state  utihty  com- 
mission didn't  produce  information  that 
might  have  led  to  criminal  charges,  the 
issue  of  what  dozens  of  party-goers 
dubbed  the  "perverts'  conventions"  fad- 
ed away. 

Until  now.  business  week  has 
learned  that  the  Securities  &  Exchange 
Commission  is  taking  a  look  at  the  re- 
treats as  part  of  its  ongoing  investi- 
gation into  a  sprawling  insider  trad- 
ing ring.  On  Feb.  9,  the  sec  charged 
that  a  group  of  17  friends — many 
of  whom  had  worked  together  at 
New  York  Telephone  when  it  was  part 
of  AT&T — allegedly  reaped  $2.6  million 
trading  on  illegal  tips  on  at&t's  plans 
to  take  over  several  companies.  On  the 
same  day,  the  Justice  Dept.  brought 
criminal  securities 
fraud  charges 
against  six  of  the 


WHAT  DID  EXECS 
DIVULGE— AND 
WHEN? 


alleged  insider  trading  ring  members. 

Now  law-enforcement  officials  are 
trying  to  find  out  if  the  two  scandals 
are  linked.  The  weeklong  retreats,  from 
1984  to  as  late  as  1989,  may  have  over- 
lapped with  some  of  the  alleged  insider 

TOO  GONKECTED? 

MID-1988  Nynex  investigates  lewd 
gatherings  of  employees  at  Florida  hotels 
from  1984  to  1988.  l\vo  convention  orga- 
nizers were  dismissed,  including  Law- 
rence Friedman.  In  February,  the  SEC  al- 
leged that  Friedman  was  involved  in  an 
illegal  insider  trading  ring. 

DEC.  1988  The  SEC  says  the  insider 
trading  scheme  started  when  Charles 
Brumfield,  an  AT&T  executive,  obtains 
nonpublic  information  about  AT&T's 
plan  to  buy  Paradyne.  He  tips  two  for- 
mer AT&T  executives. 

NOV.  1990  Brumfield  learns  of 
AT&T's  plans  to  acquire  NCR  and 
passes  it  on  to  Thomas  Alger  and 
others.  During  the  next  year,  says  the 
SEC,  Brumfield  passes  tips  about 
AT&T's  takeover  of  Digital  Microwave 
and  Teradata. 


ATST  ^ 
HEAOQUARTERS 


CENTER  r 


FEB.  1995  The  SEC  flies  charges 
against  17  people,  including 
'  Brumfleld  and  Alger,  alleging  they 
made  illegal  insider  trading  proflts 
of  $2.6  million. 

APR.  1995  SEC  starts  exploring 
whether  the  Nynex  gatherings  and 
the  AT&T  insider  trading  ring  are 
linked. 

DATA  BUSINESSWEEK 
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trading,  which  took  place  from  1988  I"  ^ 
1991.  On  Apr.  5,  the  sec  issued  at  le£  «'5 
two  subpoenas  requesting  informati 
about  the  retreats,  including  the  cloi 
ly  guarded  names  of  attendees,  accoi 
ing  to  Scott  J.  Rafferty,  a  former  Is  ^ 
nex  employee  who  received  one  of  t 
subpoenas 

One  of  the  few  names  made  pub 
during  the  Nynex  scandal  was  La 
rence  Friedman,  a  former  Nynex  vii 
president  who  arranged  the  parti  fieed 
Friedman  is  also  a  member  of  the  ins  ^ 
er  trading  group  charged  by  the  SI 
And  sources  say  at  least  two  oth< 
named  in  the  SEC's  complaint  are  on  t 
secret  list  of  those  who  attended 
retreats:  Thomas  Alger,  one  of  the  t 
ringleaders,  and  Robert  Flanagan,  w  its  £r( 
was  scheduled  to  be  Alger's  rooirmii 
at  the  1985  retreat  at  the  Marina  E  lug  to 
Hotel  in  Fort  Lauderdale.  They  w< 
friends  who  had  worked  together 
New  York  Telephone.  Alger  has  pleaxjient  1 
guilty  to  criminal  conspiracy,  while  Fl; 
agan  is  fighting  the  charges.  Alger 
clined  to  comment.  Friedman  throi; 
his  lawyer  decUned  comment.  Flana| 
could  not  be  reached. 
"SECRET  SOCIETY."  William  R.  McL 
as,  the  SEc's  enforcement  chief,  a 
dechned  to  comment,  at&t  and  Nyr 
weren't  accused  of  any  wrongdoing 
the  trading  scheme,  at&t  had  no  cc 
ment.  Nynex  still  refuses  to  disci 
the  Florida  meetings,  citing  its  pol 
against  disclosing  personnel  matte 
In  the  New  York  rate  case,  the  com  ients 
ny  contended  that  such  disclosu:  lorinsi 
could  strain  marriages  and  hurt  com 
ny  morale.  Nynex  also  argued  that 
identities  of  those  who  attended 
the  companies  they  represented, 
well  as  alleged  prostitution  and  o 
er  convention  activities,  are  "tr 
secrets"  that  needn't  be  disclos 
Accepting  that  argument,  an  adn 
istrative  court  judge  ordered 
the  names  remain  under  seal.  "I 
Nynex  publicly  disclosed  their  nan 
the  wrongdoers  wouldn't  have  b 
able  to  keep  the  secret  society  toge 
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•  to  do  their  insider  trading,"  says 
afferty,  who  alerted  the  sec  to  the 
ynex  tie. 

The  SEC's  new  focus  on  the  Nynex 
irties  could  reveal  the  full  extent  of 
hat  is  already  one  of  the  largest  insid- 

•  trading  rings.  The  scheme  was  or- 
lestrated  by  Alger  and  Charles  L. 
rumfield,  both  AT&T  labor  relations 
cecutives,  the  government  charges. 
he  men  passed  confidential  informa- 
on  to  friends  and  relatives  about  the 
impany's  plans  to  acquire  four  compa- 
es — Paradyne,  NCR,  Digital  Micro- 
ave,  and  Teradata — the  sec  complaint 
lys.  After  the  participants  illegally 
aded  on  the  information,  they  passed 
ick  $300,000  of  the  illicit  profits  to 
Iger  and  Brumfield,  who  is  knovm  as 
Jig  Red"  because  of  his  red  hair, 
"umfield  also  pleaded  guilty  to  crimi- 
.1  conspiracy. 

kD-DEBT  SCAM.  Another  alleged  partic- 
int  was  Joseph  Penna,  a  union  repre- 
ntative  for  2,000  technicians  and  cler- 
il  personnel  at  at&t's  computer  unit, 
10  negotiated  contracts  with  Bram- 
Id.  Three  days  after  at&t  had  an- 
unced  a  $6  billion  takeover  of  NCR, 
:nna  denounced  the  deal  in  an  inter- 
!w  '.vith  the  Newark  (N.  J.)  Star  Led- 
"I'm  not  going  to  stand  by  and  al- 
V  that,"  he  said.  But  just  days  before 
?  deal  was  announced,  Penna  alleg- 
ly  made  more  than  $36,000  in  illegal 
)flts  from  trades  based  on  infoiTna- 
n  about  the  imminent  proposal,  ac- 
•ding  to  the  sec  complaint.  Penna  had 
comment. 

One  of  the  men  under  criminal  in- 
tment  has  been  in  trouble  with  the 
7  before.  Joseph  A.  Cusimano,  a  for- 
r  executive  vice-president  of  Intema- 
nal  Games  Inc.  in  Johet,  111.,  pleaded 
Ity  in  1992  for  his  part  in  a  scheme 
conceal  $173,000  in  political  contri- 
tions. He  was  sentenced  to  three 
its'  probation  and  fined  $99,000.  Cusi- 
no,  a  friend  of  Brumfield,  was  the 
^est  profiteer  in  the  insider  trading 
eme,  making  more  than  $865,000,  ac- 
ding  to  the  sec.  The  agency's  com- 
int  also  alleges  that  Cusimano  falsi- 
1  a  promissory  note  to  cover  up 
■ments  he  made  to  BiTimfield  in  re- 
n  for  inside  information.  His  attorney 
s  Cusimano  expects  to  be  acquitted 
lis  trial. 

Ul  six  of  the  defendants  in  the  ciim- 
case  have  pleaded  innocent.  Their 

1  is  scheduled  for  the  fall.  The  sec, 
unwhile,  is  pursuing  its  case  against 
17  individuals  it  has  identified  as 

t  of  the  insider  trading  ring.  With 
renewed  prosecutorial  interest  in 
frolicking  in  Florida,  that  number 

id  go  higher. 

>y  Michael  Schroeder  and  Mark 
yyn  in  Washington 


COMMODITY  OPTIONS 


WHAFS  A  SMALL  INVESTOR 
LIKE  YOU... 

Many  are  being  lured  into  options  on  futures,  unaware  of  risks 


When  Ezio  Lombardi  responded  to 
a  radio  ad  pitching  a  great  new 
investment,  the  50-year-old  rail- 
road mechanic  ft-om  Denver  thought  he 
couldn't  miss.  Commonwealth  Financial 
Group  of  Florida  convinced  the  Italian 
immigrant  he  could  earn  back  money 
lost  in  a  penny-stock  scam  involving  an- 
other company.  But  four  months  later, 
Lombardi's  $92,000  stake  had  withered 
to  just  $6,000,  with  nearly  half  his  funds 
eaten  up  by  commissions. 

Penny  stocks  strike 
again?  Nothing  quite 


NAIVE 


ticated  investors  are  being  oversold  on 
potential  profits,  underinformed  about 
risks,  and  overcharged  in  commissions. 

Brokers  find  selling  options  on  fu- 
tures to  retail  investors  attractive  for 
several  reasons.  Options  lend  themselves 
to  a  compeUing  sales  pitch:  Investors 
can  lose  only  the  "premium" — the  mon- 
ey they  invest  up  front — while  profits 
can  be  many  times  the  initial  invest- 
ment. In  contrast,  investors  can  lose  far 
more  than  their  initial  investment  with 


so  simple:  Lombardi 
lost  his  money  in  op- 
tions on  futures  con- 
tracts. These  invest- 
ments allow  investors 
to  bet  on  whether  the 
price  of  commodities 
such  as  gasohne,  cot- 
ton, or  hve  hogs  will  rise  or  fall.  If 
they're  right,  they  can  sell  their  con- 
tracts at  a  profit.  If  they're  not,  the 
contracts  expire,  worthless. 
HARD  SELL.  While  these  complex  deriv- 
atives mainly  attract  professional  trad- 
ers, a  grovdng  number  of  unscrupulous 
commodity-options  fu-ms  are  targeting 
small  investors.  For  the  most  part,  it 
isn't  the  investments  themselves  that 
are  the  problem.  It's  how  they're  mar- 
keted: Futm-es  regulators  say  unsophis- 


In  buying  options  on,  say, 
orange  juice,  the  average  investor 
is  ill-equipped  to  gather  the  info 
needed-let  alone  understand  it 


straightfomard  futures  contracts — and 
brokerage  firms  can  be  on  the  hook  if 
investors  refuse  to  send  in  more  money 
to  cover  margin  calls. 

In  addition,  because  the  average  in- 
vestor is  ill-equipped  to  analyze  options 
on  futures,  it's  tough  for  them  to  make 
informed  decisions.  While  sophisticated 
buyers  have  the  skill  to  analyze  proper- 
ly the  many  factore  driving  the  price  of, 
say,  orange  juice,  average  investors  are 
ill-equipped  to  gather  the  infoiTnation 
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THE  PITCH 

Below  are  excerpts  from  court 
transcripts  of  taped  sales  calls  il- 
lustrating what  regulators  allege 
are  misleading  sales  pitches  for 
purchases  of  options  on  futures 
'  contracts. 

■a^^rstrreZr  "'-^r  option. 

buying  heating  oil'"  ^"o"  People  are  stii  ^ 


themselves — let  alone  understand  the 
complex  mechanics  of  the  options  mar- 
ket. For  example,  court  records  show 
one  trade  where  Lombard!  was  told 
that  for  every  Ic  increase  in  the  fu- 
tures price  of  heating  oil,  his  option  po- 
sition would  make  him  $420.  But  op- 
tions   seldom    move  in 
lockstep  with  futures.  And 
since  market  volatiHty  and 
the  time  left  before  the  op- 
tion expires  may  affect 
option  values  as  much  as 
the  underlying  commodity 
price,  such  profit  predic- 

tions  are  rai'ely  acciu'ate.  Add  I         '         ^  •  v 

to  the  mix  the  fact  that  firms  -nvestment  seeitwirtually  risk 

aren't  required  to  determine     •  Salesperson ''madejhei^^^^  ^^^^^^^^^j.-j^g^p  th^ 


whether  options  on  futures  are, 
in  regulatoi-j-  parlance, 
"suitable"  for  inves- 
tors, as  stockbrokers 
must,  and  it's  a  situa- 
tion ripe  for  abuses. 

Brokerages  that 
specialize  in  options 
are  a  hydra-headed 
bunch.  When  one 
firm's  profitable  life  is  cut  short 
by  regulatory  pressure,  another 
springs  up  in  its  place.  Yet  operators 
at  commodity-options  firms  frequent- 
ly stay  in  the  business  even  after 
coming  under  fire  from  regulators. 
The  emplojTnent  historj'  of  Charles 
P.  Hoffecker.  the  owner  of  Common 
wealth  Financial,  is  a  case  in  point 
Hoffecker  previously  worked  at 
firms  during  1990  and  1991— First  Sier- 
ra Corp.  of  Virginia  and  Trinity  Finan- 
cial Group  of  Florida — that  shut  down 
amid  regulatory-  concerns.  Since  1992, 
at  least  10  options  firms  have  shut  their 
doors  after  regulators  brought  charges 
against  them,  according  to  the  National 
Futures  Assn. 

"NO  FRAUD."  Now,  it's  Commonwealth's 
turn  to  attract  regulatory  scnatiny.  The 
Commodity  Futures  Trading  Commis- 
sion (CFTC)  recently  targeted  five  firms 
in  South  Florida,  including  Common- 
wealth, that  together  had  racked  up 
customer  losses  of  nearly  $60  milhon. 
Three  of  the  firms  quickly  shut  dowTi, 
but  Commonwealth  and  another  firm 
mounted  strong  legal  defenses.  On  Aug. 
31,  a  federal  judee  concluded  that  Com- 
monwealth had  indeed  misled  Lombardi 
and  several  others  but  that  regulators 
had  failed  to  show  pattern  of  system- 
atic fraud.  Commonwealth  was  free  to 
operate  as  long  as  it  maintained  safe- 
guards such  as  an  independent  re\iew 
of  taped  sales  calls.  But  after  regula- 
tors returned  to  the  judge  with  more 
evidence,  he  issued  a  harshly  worded 


,„e,,o*e  point  *aUh^ 

not  be  that  easy, 


^^^^^^^^^^^^^ 

f 3.000  profit  waslTe^l  «^      that  a 

tile  client  did  n-^-^'°"^^^ative-    •  ^ 


if  the  market 


it  clear  that  options  on  futures  aren't  f^ 
everyone.  "No  one  puts  a  gun  to 
head.  If  he  sends  more  checks  and  mof 
checks,  whose  fault  is  that?" 

Regulators,  though,  say  many  inve^ 
tors  ai-e  bamboozled  by  such  time-ho  , 
ored  boiler-room  practices  as  the  hai 
sell.  In  all  the  recent  cases,  regulat(i. 
found  some  brokers  who  exaggeratt. 

the  likelihood  of  fat  protl. 
and  minimized  the  risk  ; 
loss  (table).  Fast-talkir; 
brokers  would  gloss  ov  ■ 
commission  charges  and  i 
flate  the  likelihood  ." 
I  big  profits,  such  ■ 
I  when  a  broker  fm. 
I  the   defunct  Trinir 
can-     1  told  prospects  thi- 
could  expect  gains  ! 
200%  to  300%.  In  ta. 
most  of  the  firm's  custoi- 
ers  were  losing  money. 
OUTSIZE  FEES.  HeftV  comm- 


ciient  did  not  maJce  a  Jot  nf  n,  Projection,  and  if 
^  originaJ  investment       °^"^0"ey,  he  would  1 


wouJd  be  left  with 


sions  make  it  tough  for  customigj 
to  come  out  ahead.  TN,'pical|Bl 


u  ,t  thp  risk  involved  in 
little  about  the  risK  ^ 


small  investors 
I  unaware  that  e 


on 


$20,000  to 
a  $5,000  investment. 


on- 
int. 

two  I 


DATA:  COURT  DOCUMENTS 
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ruling  on  Dec.  28,  sajing  that  the  firm 
was  continuing  to  defraud  customers 
even  though  under  a  court  order  to  de- 
sist. Commonw'ealth  was  held  in  con- 
tempt of  court. 

Commonwealth's  Hoffecker  vows  to 
pursue  his  court  battle.  "There  was  no 
fraud,"  he  says,  charging  that  he  is  be- 
ing blamed  for  customers  who  gambled 
away  their  money  while  fully  aware 
that  commodity  trades  would  be  highly 
risky.  Hoffecker  describes  Lombardi, 
who  recovered  part  of  his  losses  in  a 
settlement  with  the  firm,  as  a  savvy  in- 
vestor feigning  ignoi-ance.  And  Hoffeck- 
er points  out  that  Commonwealth  pro- 
\ides  a  risk-disclosui-e  statement  maldng 


Fast-talking  brokers 
gloss  over  commissions 

and  exaggerate  the 
likelihood  of  fat  profits 


unaware 
I  missions  at  respei- 
I  ed  firms  can  be  sv- 
I  prisingly  low.  !-> 
example,  Chica:- 
discount  commixl:f 
broker  Lind-Waldock  |^ 
Co.  charges  as  little  as  $5  for  certain 
tions  trades,  and  no  more  than  .S 
Commonwealth,  which  offei-s  ad\ice 
yond  what  discount  brokers  offer,  bil 
Lombardi  and  other  customers  $20(1 
trade,  a  tj^Dical  rate  for  firms  targetsi 
in  regulatory  actions.  Options  fir,f 
claim  that  customers  can  make  moi:J' 
even  when  pajing  such  fees.  With  t« 
leverage  that  options  on  futures  affu|, 
a  modest  market  move  can  compensli^ 
for  those  charges,  says  Hoffecker.  I 
the  court's  Dec.  28  ruling  found  tl 
Commonwealth  customers  profit  oi 
when  they  bet  correctly  on  "dramat 
market  moves. 

To  top  it  all  off,  a  CFTC  analy 
shows  that  Commonwealth  has  taM 
even  more  money  from  its  custom 
in  fees  than  its  customers  have  losti 
the  market.  The  firm's  commissions 
S10.3  million  between  October,  1992,  i 
August,  1994,  represented  53%  of  d 
tomer  losses. 

The  rise  in  commodity-options  fra 
may  well  result  in  tougher  laws,  fl 
in  the  meantime,  the  words  of  Joseplj 
Vargj^as,  a  cftc  regional  counsel, 
worth  heeding:  "Options  are  no  exc\ 
tion  to  the  adage  that  if  it  sounds 
good  to  be  true,  it  probably  is." 

By  Greg  Bums  in  Chid 
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DEALS 


LAND  OF  MILK  AND  HONEY 
-AND  EOUITY 

All  of  a  sudden,  the  smart  money  is  pouring  into  Israel 


The  Mideast  peace  process  may  not 
be  mo\ing  along  as  quickly  as  many 
would  like.  And  limited  Palestinian 
self-i-ule  didn't  end  terrorism  against 
Israel.  But  that  hasn't  stopped  some 
veiy  rich,  ver^-  savvy  investors  from 
making  large  equity  investments  in  Is- 
raeh  industrj-.  Among  them  ai'e  Laur- 
ence Tisch,  chauTnan  of  Loews  and  CBS; 
Chai'les  Bronfman,  co-chaiman  of  Sea- 
gram; and  Roy  Disney,  nephew  of  Walt. 

Disney  in  Israel?  You  bet.  Roy  Dis- 
ney's private  investment  company. 
Shamrock  Holdings  Inc.,  last  month  paiii 
S2.52  million  for  a  22.59c  controlling 
interest  in  Koor  Industries  Ltd.,  a  con- 
glomerate that  is  Israel's  biggest  indus- 
trial concern.  It's  the  lai'gest  foreign  in- 
vestment ever  made  in  the  Israeli 
economy.  "It's  no  longer  just  the  senti- 
mental investor  who  is  putting  his  mon- 
ey here,"  says  an  investment  bankei- 
w^ho  was  close  to  some  recent  deals. 
NEIGHBORLY.  The  combination  of  a 
strong  economy  and  a  weak  eqtiity  mar- 
ket is  what's  luring  the  big  money.  In 
the  past  five  years,  the  economy  has 
grown  by  33%  in  real  terms,  and  real 
gross  domestic  product  is  forecast  to 
climb  an  additional  5%  in  1995.  The  Is- 
raeli stock  market  soared  158%  from 
1992  through  .January-,  1994,  but  since 
then,  higher  interest  rates,  inflation,  and 
insider-trading  scandals  have  sent  pric- 
es down  more  than  40%. 

The  fall  in  stock  prices  has  cut  the 
average  price-earnings  ratio  to  11,  about 
half  what  it  was  at  the  peak.  "The  stock 
market  is  depressed,  but  the  economy  is 
in  good  shape,  and  the  mai-ket  wiU  ulti- 
mately reflect  the  values  that  are  really 
in  the  economy."  says  Shami'ock  Presi- 
dent Stanley  P.  Gold. 

Koor's  leading  lines  include  telecom- 
munications, chemicals,  electronics,  and 
building  materials.  The  companj^  says 
Gold,  is  '  inclined  to  do  business  with 
its  Ai-ab  neighbors,"  which  could  pay 
off  handsomely  if  peace  comes  to  the 
region.  Shamrock  paid  20%  above  the 
market  price  for  its  Koor  stock,  and 
Gold  says  he  would  consider  buying 
more.  Koor  is  Sharm-ock's  second-largest 
investment  after  its  Disney  stock. 


for  at  least  S200  milHon.  The  goven 
ment  has  ah-eady  sold  a  24.9%  interei 
in  the  chemical  company  to  Shaul  E 
senberg,  an  international  dealmake 
for  S231.5  million.  Eisenberg  outb: 
Ted  Alison,  founder  of  Carnival  Crui 
Lines  Inc. 

Foreign  investors  long  ago  disco 
ered  Israel's  high-tech  companies,  mai 
of  which  are  world  leaders  in  the 
fields.  Hedge-fund  king  George  Sor 
made  a  S60  million  investment  in  Indi] 
less  than  two  years  ago  and  has  quint 
pled  his  money. 

Investor  interest  now  extends  to  le 
glitzT,-  companies.  Earlier  this  yeai*.  Re 
aissance  Group,  a  partnership  that 
eludes  Bronfman.  Tisch,  and  a  numb 
of  Goldman  Sachs  partners,  paid 
million  for  a  25%  stake  in  Shiki 
U'Pituah,  once  the  state-owTied  constn 
tion  company.  Late  last  yeai-,  Rena 
sance  paid  SiOO  million  for  a  33%;  sta 
in  Paz  Oil  Co.,  Israel's  largest  fuel  coi 
pany.  Bronfman  already  holds  inve; 
ments  in  a  number  of  leading  Isra 
companies — including  Teva  Phannace 
ticals,  ECl  Telecom,  arid  Osem — throu; 
his  personal  investment  company. 
BANK  SHOTS.  Even  bigger  deals  are 
the  offing.  Three  separate  invest 
groups  have  lined  up  to  buy  a  contr 
ling  stake  in  state-owned  Bank  Hap( 
lim  Ltd.  One  group  includes  Arison  a 
Renaissance.  Another  includes  Be; 
Stearns  &  Co.,  the  U.  S.  investme 
bank,  and  a  third  gi-oup  is  headed 
Canada's  Ghermezian  brothers,  w 
have  extensive  real  estate  holdings 
Canada  and  the  U.  S.  The  25%:  inten 
in  the  countiy's  largest  bank  could 
for  as  much  as  S500  million. 

Not  even"  bidder  becomes  a  buy 
Banker  Edmond  Safra,  who  contr 
28%  of  Repub 


POTENT  COMBO 


'The  stock 
market  is  depressed,  but  the 
economy  is  in  good  shape;'  says 
Shamrock  President  Stanley  Gold 


Also  piquing  foreign  investors'  inter- 
est is  a  government-sponsored  privat- 
ization progi-am.  In  quick  succession, 
the  Israeli  government  sold  over  $650 
million  in  assets  in  just  the  past  two 
months.  The  government's  target  for 
1995  is  to  sell  S1.5  bilHon  in  state  as- 
sets, and  it  hopes  to  sell  an  additional 
S5.8  billion  over  the  next  two  years. 
The  latest  state-owned  company  to  go 
on  the  block  is  Israel  Chemicals  Ltd., 
which  is  looking  to  sell  a  22%  stake 


New  York  Cor 
was  negotiati 
to  buy  Bank  Li 
mi,  Israel's  s 
ond-largest  ba; 
but  dropped 
Days  later, 
Vegas  hotel  m: 
nate  Sheldon  I 
bid  for  the  ba 
El  Al  Israel 


elson  said  he  might 
and  for  state-owned 
Lines  Ltd. 

In  shedding  state-o\\'ned  compani 
Israel  is  buning  its  socialist  past, 
rael  has  begun  to  do  things  that  all 
businesses  and  investors  to  flouris 
says  Gold.  If  this  vanguai*d  of  capital! 
hits  pay  dirt,  others  \rill  soon  find  th 
way  to  the  Promised  Land. 

By  Neal  Sandler  in  Jenisalem,  u 
Nanette  Byrnes  in  Los  Angeles 
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New  Limited-lime  Offer 


When  you  can  get  this  much  value  in  a  Schwab  No-Annual-Fee  IRA, 

Why  go  anywhere  else? 

You  get  the  convenience  you  need. 

•  208  branches  nationwide 

•  Single  statement  for  all  your  investments 

•  24-hour  service,  7  days  a  week 

•  StreetSmart  "  Investing  Software 

•  Automatic  Dividend  Reinvestment  on  all 
stocks — FREE 

•  Automatic  Investing  Plan — FREE 

•  TeleBroker®  automated  quotes  and  order  entry 

•  Service  in  Spanish,  Mandarin  and  Cantonese 

And,  you  get  it  all  at  a  great,  low  price. 

•  Everyday  low  commissions  on  equity  trades 

•  Schwab  Mutual  Fund  OneSource*  Service.  No 
loads  or  transaction  fees  on  over  300  mutual 
funds' 

•  10%  additional  discount  off  everyday  low  com- 
missions on  TeleBroker  and  StreetSmart  trades 

With  an  offer  like  this 

Why  wait? 

Now,  there  are  two  ways  to  get  a  Schwab  No- Annual-Fee  IRA^ 

•  For  No  Annual  Fee  in  1995,  deposit  $2,000.'  •  For  No  Annual  Fee  Ever,  deposit  $10,000.^ 

Special  bonus:  Mutual  Fu)ui  ScIlxHou  G//;(ft'."  Free.  Special  bonus:  FundMap  Retirement  Planning 

and  Mutual  Fund  Selection  Software  for 
Windows.'  Free. 


Pick  up  your  special  bonus  when  you  open  your  IRA  at  any  of  our  208  local  offices. 

Or  call  1-800-761-5463,  ext.  95c  ,  for  the  office  nearest  you. 

We're  open  'til  7  p.m.,  April  10-13  and  April  17. 

Charles  Schwab 

Helping  Investors  Help  Themselves® 

ee  prospectus  containing  more  complete  information  including  management  fees  and  other  expenses  for  any  fund  is  available  through  Schwab.  Please  review  the  prospectus 
fully  before  investing. 

"tain  funds  can  be  purchased  withnut  transaction  fees  but  are  not  no-load  funds  because  they  charge  12b-l  fees  in  excess  of  0.25%.  Schwab's  standard  transac- 
fee  will  be  charged  on  each  redemption  of  Mutual  Fund  OneSource  fund  shares  bought  with  no  transaction  fee  and  held  for  less  than  90  days.  Schwab  reserves 
right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  short-term  trading  become  excessive.  'Set-up  and  maintenance  fees  for  certain  assets  such 
imited  partnerships  and  promissory  notes  still  apply.  'Offer  good  between  March  20  and  April  30,  1995.  ^Offer  valid  between  January  1  and 
il  30,  1995.  FundMap  is  available  for  Windows'  only.  Please  allow  two  weeks  for  delivery.  Valid  only  in  the  United  States.  Limit  one  response  per  customer, 
dows'  is  a  registered  trademark  of  Microsoft  Corp.  ©1995  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE. 


You  get  the  investments  to  fit  your  goals. 

•  Mutual  Funds 

Over  900  from  a  variety  of  well-known  fund 
companies 

•  Fixed  Income  Securities 

Fixed-rate  insured  CDs 
Zero  Coupon  Bonds  (STRIPS) 
Treasuries 

•  Stocks  and  ADRs 

You  get  control,  not  sales  pressure. 

•  Mutual  Fund  Select  List"' 

•  Mutual  Funds  Performance  Guide'" 

•  Company  Research  Reports 

•  Investment  Guides 

•  FundMap  '  Mutual  Fund  Selection  Software 

•  Local  Investing  Seminars 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

THE  JOHN  ALDEN 
SCARE  IS  A  GIFT' 

What  happened  to  John  Alden  Fi- 
nancial (J A)  on  Mar.  31  was  a  clas- 
sic case  of  panic.  Investors  headed  for 
the  e.xits  when  the  group-life  and 
group-health  insurer  announced  that 
it  was  restating  fourth-quaiter  results 
and  would  miss  the  Street's  first-quar- 
ter earnings  forecast  because  of  an 
unexpected  jump  in  claims.  In  fact, 
the  stock  started  to  weaken  the  after- 
noon of  Mar.  30,  after  John  Alden  offi- 
cials called  some  analysts  to  inform 

PUT  IN  PUY  BY  PftNlC? 
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them — in  confidence — of  the  changes. 
The  next  day,  the  stock  tumbled  38%, 
from  29M  to' 18'/..  On  Apr.  5,  John  Al- 
den closed  at  \SVi. 

But  guess  what:  When  there's  a  sale, 
there  are  buyers.  And  some  of  them 
were  smart-money  investors.  "Talk 
about  a  gift — we  think  this  is  one," 
says  a  New  York  hedge-fund  manager, 
who  contends  John  Alden  is  one  of  the 
few  "quahty,  consen-atively  managed 
insurers  aroLmd."  One  big  trader  says 
Richard  Rainwater  bought  1  million 
shares  at  around  18. 

Many  new  investors  Uked  the  com- 
pany even  before  the  collapse.  They 
say  that  the  ftmdamentals  are  sound 
and  that  John  Alden  is  one  of  the  more 
attractive  insurance  takeover  targets. 
Rainwater  did  not  return  calls. 

"By  torpedoing  the  stock,  panicky 
shareholdei-s  have  practically  put  the 
com.pany  in  i  'lay,"  says  James  Awad  of 
Awad  &  As::  ociates,  a  New  York  in- 
vestment fimn.  "It  has  become  an  even 
more  enticing  takeover  candidate. 
¥<5've  purchased  a  ton  of  shares  since 
Apr.  3.  At  this  price,  a  financial-SL'r- 
vices  biggie  is  sure  to  go  after  it." 


True,  John  Alden  Chairman  and  CEO 
Glendon  Johnson  admits  he  doesn't  yet 
know  how  big  a  problem  the  surge  in 
claims  may  present.  He  says  it's  still 
too  soon  to  tell  whether  the  increases 
represent  a  trend.  But,  Johnson  adds, 
the  company  will  continue  to  raise  its  I 
rates  in  health  cai*e,  cut  expenses,  and 
re\iew  claim-processing  operations  for 
improved  efficiency. 

Analysts  have  been  quick  to  slash 
earnings  estimates.  The  com.pany  it- 
self admitted  that  earnings  would  be 
20%  to  25%  below  expectations.  For 
all  of  1995,  analysts  had  expected  $4.19 
a  share  but  have  cut  that  to  S3.  For 
1996,  they  see  a  sUght  uptick,  to  S3.38. 

CEPHALON'S 
BIG-NAME  FANS 

Cephalon  (ceph)  President  and  CEO 
Frank  Baldino  complains  that  the 
company  is  getting  no  respect  on  the 
Street — even  though  it's  the  "brain 
speciahst"  among  biotechs.  The  stock 
has  stayed  at  6  to  8  this  year,  closing 
at  &A  on  Apr.  5. 

But  things  may  perk  up  quick,  says 
a  Boston  money  manager  who  has 
started  buying.  He  says  that  one  of 
Cephalon's  six  strategic  partners — 
which  include  Schering-Plough,  Bris- 
tol-Myers Squibb,  and  SmithKline 
Beecham — will  make  a  bid  before  long. 
"These  research  partners  hold  Cepha- 
lon in  high  esteem,"  says  one  fund 
manager.  In  Cephalon's  pipeline  are 
therapies  for  neurological  disorders 
such  as  Alzheimer's  disease,  narcolepsy, 
and  stroke. 

Cephalon  expects  results  soon  from 
just-completed  clinical  tests  on  Myo- 
trophin,  a  potential  treatment  for  Lou 
Gehtig's  disease.  Cephalon  is  develop- 
ing the  chug  in  conjunction  with  Chi- 
ron. Chiron  has  acquired  a  4.4%  stake 
in  Cephalon.  Some  investors  are  ex- 
cited about  another  Cephalon  drug  cui-- 
rently  marketed  in  France:  Modafirdl, 
for  treating  narcolepsy,  a  sleep  disor- 
der. They  think  increasing  Em-opean 
sales  of  Modafinil  alone  could  make 
Cephalon  profitable. 

SmithKline's  research  tie-in  with 
Cephalon  is  in  calpain  inhibitors — to 
deal  with  the  nem-ological  consequenc- 
es of  strokes.  With  Schering-Plough, 
Cephalon  is  developing  a  treatment 
for  Alzheimer's.  And  Bristol-Myers  is 
co-promoting  a  nasal  spray  for  mi- 
graines. What  does  Baldino  think  of 
speculation  that  one  of  his  strategic 


partners  may  bid  for  Cephalon?  "Oui 
partners  know  us  well  and  know  oui 
value,  so  I  wouldn't  be  surprised  i 
some  of  them  w^ere  interested,"  h€ 
says. 


AGCO  COULD  REAP  H 
A  GOLDEN  HARVEST  I 


Few  expect  tilling  the  soil  to  b( 
earth-shattering.  But  to  some  Stree' 
pros,  faiin-equipment  maker  agco  (ag 
comes  close  to  pro\iding  excitement  ii 
an  otherwise  drv"  field.  What's  the  deal' 
Nothing  but  surprises,  really.  Th( 
company,  which  in  June  acquired  th( 
international  operations  of  hea\^'-ma  , 
chinen,'  maker  Massey-Ferguson,  ha  ji 
consistently  exceeded  analysts'  projec  \ 
tions.  In  1994's  fourth  quarter,  agc(  f 
profits  jimiped  95%:,  to  Si.  11  a  share '', 
up  from  o7e  a  year  ago — sharply  high  ' 
er  than  the  92c  forecast. 

That  has  made  analysts  hike  the: 
long-term  projections.  Diane  Graboa 
of  Dillon  Read  has  raised  her  1995  fij 
ui-e  to  S4.40  a  shai-e  and  1996's  to  $5.i 
The  company  made  S3.43  last  yeai".  Bi 
one  AGCO  insider  thinks  those  numbe: 
are  low:  With  the  integration  of  M; 
sey-Ferguson  running  ahead  of  schei 
ule,  this  pro  figures  agco  wiU  contirn 
to  outpace  forecasts.  Bolstered  b; 
strong  exports,  ihe  U.  S.  farming  ou' 
look  has  greatly  improved. 

agco  is  eyebaUing  a  major  Europe; 
equipment  maker  that,  if  acquire^ 
woiJd  make  aCtCO  No.  1  in  Western  E 
rope.  A  larger  European  compan 
how-ever,  is  also 


after  that  equip- 
ment maker. 


AN  EASIER 
ROW  TO  HOE? 


AGCO  is  a  com- 
pelling buy — com- 
pared with  its 
competitor  Deere, 
according  to  To- 
bias Levko\ich  of 
Smith  Barney.  He 
says  that  Deere 
trades  at  a  price- 
earnings  ratio  of 
more  than  9,  vs. 
AGCO's  6.2,  based 
on  his  1996 
estimate  of  So.lO 
a  share.  AGCO 
Chairman  and  CEO  Bob  Ratliff  doesn 
doubt  that  he  will  surpass  the  Street 
estimates  again.  Our  secret,  he  says, 
simple:  "No  excess  capacity,  excellei 
distribution,  and  multiple  equipme] 
brands." 


DATA:  BLOOMBERG  RNMICIM.  MMaCn 
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Lincoln  Life  watches  over  nearly  2  million 
Americans  and  their  families. 


Almost  a  century  ago,  Abraham  Lincoln's  son  gave  us  permission  to  use  his  father's  name 
and  likeness.  Living  up  to  the  high  standards  of  this  name  has  helped  us  become  one  of  the  coun- 
try's largest  life  insurance  company. 

True  to  our  heritage  of  honesty,  straight  talk,  integrity  and  compassion,  we  protect  millions 
of  American  families  with  a  variety  of  financial  products  and  services — from  life  insurance  to 
annuities  to  retirement  planning. 

In  1905,  we  were  given  the  privilege  to  use  Lincoln's  name.  Since  then,  we've  earned  it. 


©7994  Lincoln  National  Life  Insurance  Co..  Fort  Wayne.  Indiana  46801 


Information  Processing 


TELECOMMUNICATIONS 


GALL  AMERITECH 
A  BABY  BELLWETHER 

Its  early  foray  into  long  distance  may  show  the  way  for  rivals 


In  all  the  wran- 
gling over  how  to 
restructure  and 
deregulate  the  U.  S. 
telecommunications 
industiy.  Ameritech 
CEO  Richard  C. 
Notebaeit  has  kept 
his  eye  on  a  simple 
goal:  to  get  into  the 
long-distance  busi- 
ness as  soon  as  pos- 
sible. Siu'e,  like  any 
Baby  Bell  executive, 
he's  preparing  to 
jump  into  cable  T\' 
and  electronic  com- 
merce. But  nothing 
can  give  the  enor- 
mous and  neai'ly  in- 
stantaneous boost  that  long  distance  can. 

It's  simple:  Ameritech  Corp.'s  local 
business  is  gi'o\\"ing  at  2.7^f  a  yeai;  and 
long-distance  calling  in  its  region — lUi- 
nois.  Michigan.  Indiana.  Ohio,  and  \Ms- 
consin — is  gi'owing  at  around  a  lO'^c  rate. 
And.  oT7c  of  the  long-distance  calls  orig- 
inating in  Ajneritech's  area  finish  there. 
"ACTUAL  COMPETITION."  So  when  the 
Justice  Dept.  offered  a  shortcut  into  the 
long-distance  business.  Xotebaert 
jumped.  After  months  of  haggling  \^ith 
potential  rivals  and  federal  regulators, 
on  Apr.  S  Ameritech  agi-eed  to  a  Justice 
proposal  that  will  pemiit  the  company 
to  offer  long-distance  services  in  Chi- 
cago and  Gi-and  Rapids  pro\-ided  Amer- 
itech opens  those  mai'kets  to  all  comei-s. 
Says  Xotebaert:  "This  is  a  monumental 
step  fonvai-d." 

To  be  less  hj-perbolic.  it's  a  start. 
But  it  puts  Ameritech  ahead  of  the 
other  Bells,  which  await  federal  legisla- 
tion to  let  them  into  the  long-distance 
business.  Just  a  day  after  Ameritech 
inked  the  Ju.stice  deal,  the  prospects 
for  passing  a  telecom  bill  dimmed  when 
:~enate  Republicans  postponed  action 
because  of  a  squabble  with  the  WTiite 
Hnuse.  Now,  say  Washington  insiders, 
-h-  chance  of  getting  a  bill  in  1995  are 
lt-.-:s  than  50-50. 

That  could  gi\'e  Ameritech  a  lead  of 
iH  months  or  more.  To  get  it,  however. 


CEO  NOTEBAERT:  The 

deal  with  the  Justice 
Dept.  is  "a  monu- 
mental step  foinvard" 


the  company  did  have 
to  compromise.  Xote- 
baert settled  for  a  lim- 
ited two-city  trial  and 
backed  off  his  original 
proposal,  offered  to 
the  Justice  Dept.  and 
the  Federal  Commimi- 
cations  Commission  in 
1993,  which  called  for 
simultaneously  opening 
local  and  long-distance 
markets.  Ameritech 
must  prove  that  there 
is  "actual  competition" 
in  its  local  mai'kets  be- 
fore the  trial  can  com- 
mence next  yeai". 

The  deal  also  re- 
quired concessions  to 
earners  such  as  at&t 
and  MFS  Communica- 
tions Co.,  a  bypass 
company  that  connects 
Chicago  businesses  directly  to  long  dis- 
tance networks.  Sources  close  to  the 
negotiations  say  these  rivals  con\inced 
Justice  that  simultaneously  opening 
long-distance  and  local  markets  would 


Give  A  Little, 
Get  A  Little 


WHAT  AMERITECH  GETS 


Ameritech  will  be  permitted 
to  offer — on  a  trial  basis — 
long-distance  service  in  the 
Chicago  and  Grand  Rapids 
markets  sometime  m  1995. 
The  company  hopes  that  reg 
ulatory  approval  allowmg  it 
to  offer  long-distance  servic- 
es, which  IS  an  $8  billion 
market  in  Ameritech's  five- 
state  region,  will  quickly 
follow. 


WHAT  AMERITECH  GIVES  UP 


In  return  for  the  long-dis- 
tance trial,  Ameritech  has 
agreed  to  open  itself  to  loca 
competition  in  Chicago  and 
Grand  Rapids.  AT&T  Sprint, 
and  MCI  have  expressed 
interest  in  jumping  into  its 
largest  market — Chicago 


give  Ameritech  an  unfair  advantage 
its  home  mai'kets.  Even  under  the 
agi'eement,  says  Ameritech  Executi\ 
Vice-President  Thomas  R  Hester,  th| 
market  openings  "will  be  close  enou: 
to  be  simultaneous." 

Indeed,  the  Justice-Ameritech  agrei 
ment  could  be  a  blueprint  for  compel  ■ 
tion  nationwide — resoKing  a  host  of  i; 
sues  that  have  stymied  Congi-esj 
Ameritech,  for  instance,  has  agreed  ^ 
unbundle  its  local  network  and  sell  pie  ; 
es,  hke  s\\itches  and  cables,  to  riva 
who  want  to  start  local  senice.  Amei : 
tech  has  also  agreed  to  interconnect  i  ^ 
system  with  those  of  its  competitor 
so  customers  will  get  seamless  seni^ 
no  matter  which  local  company  tht 
choose.  Just  two  months  ago,  it  took 
order  by  the  Illinois  Commerce  Co: 
mission  to  force  Ameritech  to  ma 
such  connections  for  mfs  in  Chica, 
Says  MFS  President  Royce  J.  HoUa:  ^ 
"This  deal  meets  all  of  our  tests."  ! 
BRAND  IDENTITY.  But  it  has  infuiiat| 
other  Bells.  A  Bell  lobbying  gi-oup. 
well  as  X\Tiex  and  Bell  Atlantic,  publi' 
denounced  the  Justice  Dept.  deal.  "I 
not  a  substitute  for  congi-essional  legis 
tion,"  says  a  Xjmex  spokeswoman.  Bei 
say  biinging  in  Justice  only  adds  a  n^ 
regulatoiy  layer.  The  real  beef,  sas 
Xotebaert:  'We're  w  r 
aliead  of  the  rest  of  t? 
industiy." 

The  S13  billion  cn  - 
pany  won't  see  miu 
immediate  gain, 
analysts  figure  Am^ 
tech's  head  start  \\| 
cushion  the  shock  of 
cal  competition.  Ani 
nv  R  Femigia,  an  afl 
lyst  at  A.  G.  Edwai#^rt 
says  he  expects 
"new  revenue  stre 
to  offset  any  reduct: 
from  the  core  bu 
ness."  Xotebaert  1 
been  readying  Ame 
tech  for  competition 
yeai-s — launching  a 
biUion  cost-cutting  ca  '^^^ 
paign.  boosting  mark 
ing  efforts  to  ra 
Ameritech  a  famil 
brand  name,  and  1 
ing  dozens  of  new 
ecutives  from  com; 
nies  such  as  Bord 
American  Express, 
MCI.  Time,  even'  regional  phone  com 
ny  is  doing  sirailai'  things.  The  difl 
ence  is  Ameritech  wiU  find  out  firs' 
the  strategy-  actually  works. 

By  Kevin  Kelly  in  Ck 
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Ev€ 


/ery  fifty-five  minutes  Old  Faithful  proves 
its  reliability.  Its  performance  record  is 
impeccable.  And  just  like  Old  Faithful,  our 


Atg  reliable  as  & 

Toshiba  coplef.. 


performance  is  tested  every  day,  but  in  a  more 
^   competitive  environment.  The  business  world. 
Every  second  of  every  day,  Toshiba  products 
prove  their  reliability.  Outside  our  earthly 

ii 


'             '^D>^     Rvliiibilil}  is  ci  udiil  when  you 
 J      (hi  hiisiiwss  ill  22. .WO  miles. 


boundaries,  our  satellite  technology  enables 
billions  of  bits  of  information  to  be  transferred 
with  unbelievable  accuracy. 

In  banking,  our  ATM  machines  deliver 
millions  of  dollars  accurately  every  day  without 
shortchanging  the  customer  or  the  bank. 


I'voiilt  trusl  Toshiba  ATM  s 
with  their  money  every  day. 


So  it  should  come  as  no  surprise  that  our  copiers  and  fax  machines 
ave  what  it  takes  to  ensure  that  your  business  mns  '\ 

smootlily  and  efficiently. 
In  fact,  we're  so 
dependable  that  the 
Business  Technology 
Association  has 
imed  us  the  most  reliable  copier  line  in 
merica.  But  don't  take  our  word  for  it.  Gall 
{()())  GO-TOSHIBA  and  see  for  yourself 
hat  Toshiba  reliability  is  all 
)()ut.  Once  you  do,  you'll  be 
iithful  for  life. 

SSIbshiba  Amenca  Information  Systems,  inc..  Electronic  Imaging  Division 


In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 


Voted 
l\/IOSTl\  MOST 
-riSSf  J  RELIABLE' 
LLIHDLLr/  copiers  for 

w  iMi  1QQ4 


Information  Processing 


PERSONAL  COMPUTERS 


CAN  SAMSUNG  USHER  AST 
TO  A  FRONT-ROW  SEAT? 

How  the  Korean  giant  could  turn  the  computer  maker  around 


Just  18  months  ago,  it  looked  as  if 
AST  Research  Inc.  was  poised  to 
leap  to  the  top  tier  of  personal-com- 
puter companies.  While  Compaq,  Dell, 
and  Apple  were  still  recovering  from 
earlier  fumbles,  AST  was  purchasing 
Tandy  Coi-p.'s  computer-making  opera- 
tions at  fii"e-sale  prices.  The  new  facto- 
ries and  access  to  more  than  6,500  Ra- 
dio Shack  and  Computer  City  stores 
would  surely  push  ast  from  No.  6  to 
No.  4  in  the  U.  S.,  the  company  bragged. 

It  never  happened.  Instead,  AST  took 
its  eye  off  its  core  business  for  a  split 
second,  and  the  fast-moving  PC  industiy 
passed  it  by.  Now,  ast  is  mired  in  the 
second  tier,  behind  such  mail-order  com- 
panies as  Dell  Computer  Corp.  and 
Gateway  2000.  For  its  fii'st  six  months 
ended  Dec.  31,  AST  piled  up  losses  of 
$62  million.  Worse,  while  the  rest  of 
the  industry  was  racking  up  double- 
digit  sales  growth,  AST's  revenues 
shrank  by  5%,  to  $1.1  billion.  And  for 
the  thii'd  quarter,  which  ended  Apr.  1, 
the  company  is  predicting  further  loss- 
es. "We  were  trying  to  do  too  many 
things  at  the  same  time,"  admits  Safi  U. 
Qureshey,  chairman  and  chief  executive 
of  the  Irvine  (Calif.)  company.  "We 
couldn't  execute  new  products  on  time, 
we  couldn't  take  them  into  manufac- 
turing on  time,  -diu'  we  couldn't  dehver 
them  on  time." 

AST  has  stumbled  before  and  recov- 


ered. But  this  time,  a  cash-strapped  Qu- 
reshey— AST  was  down  to  $69  million 
at  yearend — was  forced  to  take  a  cb-astic 
step:  In  addition  to  the  usual  cutbacks 
and  restrticturing,  including  closing  two 
plants  and  laying  off  10%  of  the  6,500- 
member  workforce,  the  44-yeai-old  exec- 
utive has  acquired  a  rich  paitner  to  see 
AST  through.  On  Feb.  27,  he  persuaded 
Korea's  Samsung  Electronics  Co.  to  pay 
$378  miUion  for  a  40%  stake  and  six 
seats  on  AST's  expanded  13-member 
board. 

AST  nets  $250  million 
in  new  capital.  More 
important,  Samsung's 
leading-edge  screens 
and  its  memory-chip 
technology  could  give 
a  badly  needed  boost 
to  AST's  PC  lineup. 
"We'll  be  able  to  influ- 
ence theii'  design,"  says 
Qureshey. 

For  now,  ast  is  a 
player  that  is  tiimming 
its  ambitions.  The  com- 
pany has  dropped  out 
of  the  education  and 
government  markets 
and,  even  though  it 
had  started  advertis- 
ing a  hne  of  subnote- 
book  PCS,  it  will  not 
produce   them.  Also 


QURESHEY:  "We  ivere  trying  to  d  . 
too  many  things  at  the  same  tim\ 

scrapped:  a  Tandy  line  of  handhel 
personal  digital  assistants  and* 
confusing  array  of  brand  namt; 
such  as  Victor,  PowerExec.  ai^ 
GPJD.  The  i-esult:  AST's  price  shet: 
list  just  79  systems,  compai'ed  wi| 
225  last  fall.  | 
NEW  NICHE.  In  home  computeii, 
which  now  make  up  one-third  t 
AST's  sales,  the  company  will  I 
longer  pm-sue  bargain-hunting  fir>- 
time  buyers.  Instead,  it  will  foes  ^ 
on  the  more  knowledgeable  cons.-  ^ 
mer  who  wants  a  high-perfonnare 
PC  but  doesn't  want  to  pay  a  prer.- 
um  for  the  Compaq  brand. 
think  we  can  owti  the  position  betw^ 
Packard  Bell  and  Compaq,"  says  Jarrf  '^^ 
T.  Schraith,  AST's  president.  'j 
So  what  does  Samsung  get  for  fc-^ 


COMEBACK  TRAIL? 


94  II  III  IV 
A  MILLIONS  OF  DOLLARS 


40%'  stake?  For  one  thing,  more  of  as 
business — including  more  than  1  miLLji  -? 
computer  monitors  a  year  that  ast  n^  --^ 
buys  in  Taiwan.  And  the  ast  link 
give  Samsung  an  entree  into  the  wor 
\ride  PC  business.  Samsung  is  the  topfc-7! 
maker  in  South  Korea,  but  it  has  hm-7i^ 
unsuccessful  in  overseas  markets. 

Also,  both  companies  are  now 
better  position  to  play  a  role  in 
convergence  of  the  computer  and  o 
sumer-electronics  industries.  Samsi 
is  already  a  world  power  in  TVs 
VCRS,  and  Qureshey  envisions  tel 
sions  and  videocassette  recorders  t 
have  a  built-in  connection  to  the 
formation  Superhighway.  The  two  c( 
panies  have  also  discussed  a  "home 
work"  of  appliances  controlled  by  pBepa 
Qureshey's  biggest  challenge,  h(  liai 
ever,  may  be  to  maintain  AST  as  an 
dependent  compa 
The  A  and  T  of 
stand   for  the 
names    of  two 
the  company's  th' 
founders,  Albert 
Wong    and  Thor 
C.  K.  Yuen,  both  I 
departed  from 
company.  Says  Yv 
"When  the  honeym 
is  over,  we'll  see 
more  decisions  be 
made  by  Samsung 
ecutives."  If  Safi 
reshey  isn't  care 
the  S  could  soon  st 
for  Samsung, 

By  Larry  A 
strong  in  Irv 
Calif.,  with  La'. 
Nakarmi  in  Seoul 


f 
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DATA:  COMPANY  AND  INDUSTRY  ESTIMATES 
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Developments  to  Watch 


EDITED  BY  PETER  COY 


MOLECULAR 
FINGERPRINTS 
FOR  NEW  DRUGS 

rERRAPIN  TECHNOLOGIES  INC. 

n  South  San  Francisco,  CaJif., 
says  it  has  developed  a  tech- 
[lique  called  molecular  finger- 
srinting  that  helps  scientists 
cero  in  on  chemical  com- 
pounds that  hold  promise 
"or  treating  diseases, 
['errapin  Technologies' 
nethod,    reported  in 
tfarch  in  the  journal 
Iheynistry  &  Biology, 
nvolves  selecting  about 
lO  chemical  compounds 
hat  are  very  different 
rem  one  another  and 
esting  each  of  them 
gainst  a  target  protein. 
I  computer  program 
ailed    targeted  rapid 
ffinity  prototy]5ing  (trap) 
nalyzes  the  results.  Based 
n  which  substances  produce 
n  effect,  it  figures  out  an 
leal   compound — say,  one 
lat  combines  the  features  of 
iree  or  four  of  the  most  suc- 
jssful  test  materials.  Then 
searches  a  database  of  po- 
iiitial    compounds — 30,000 
id  growing — for  the  one 
lat  comes  closest  to  match- 
g  the  criteria. 
The  patented  process  may 
)und  a  bit  crude  for  some- 
ling  as  complex  as  a  pro- 
in,  but  it  seems  to  work, 
ys  Dr  Fred  E.  Cohen,  pre- 
ssor at  the  University  of 
alifornia's  San  Francisco 
edical  Center.  Cohen  was 
ked  to  investigate  Terrapin 
r  private  investors — and  is 
)w  negotiating  an  invest- 
ent  for  himself.  Lawrence 
.  Kauvar,  Terrapin's  chief 
ientific  officer,  says  the  com- 
Jiy  is  homing  in  on  a  small 
olecule,  which  could  be  for- 
alated  as  a  pill,  that  would 
Id  promise  for  controlling 
iibetes.  It  is  also  foUovdng 
'Other  one  that  has  been 
-own  in  animal  studies  to 
urease  the  population  of 
ne  marrow  cells,  which 
luld  be  useful  after  cancer 
Jmotherapy. 


THROWING  FIREFIGHTERS  A  liTELiNE' 

FIRE  DEPARTMENTS  CAN  ENTER  BURNING  BUILDINGS 

vdth  more  confidence  when  they  take  along  a  LiteLine 
360.  This  liexible  plastic  tube,  made  by  Flexlite  Inc.  in 
Edison,  N.  J.,  contains  a  series  of  small,  bright  lights 
that  illuminate  smoky  surroundings — and  help  fii-efight- 
ers  retrace  their  steps  to  safety.  How  can  lightbulbs 
cope  with  fire  scenes?  First,  the  polyvinyl  chloride  plas- 
tic sheath  is  waterproof  and 
can  withstand  heat  of 
450F  for  up  to  90  min- 
utes. Second,  the  incan- 
descent bulbs  ai-e  so 
small  that  their  filaments 
tolerate  jostling — much 
as  a  tiny  ant  can  survive 
a  fall  from  great  heights. 

The  Roselle  (N.J.)  fire 
department  credits  Lite- 
Line  viith  saving  the 
lives  of  two  of  its  people 
in  a  smoky  conflagi'ation 
at  a  paper  warehouse  last 
November.  Since  then, 
Flexlite  President  Paul  R. 
Manley,  a  former  Eastern  Air  Lines  pilot,  has  started 
promoting  the  product  abroad.  In  tests  in  Sweden,  it 
was  visible  ft'om  a  half-mile  up  in  the  air.  It  also  helped 
divers  see  their  way  50  feet  undei^water.  Flexlite  got  a 
$150,000  order  from  Swedish  fii*e  depaitments  in  Febru- 
ary. Price:  $1,200  per  100  feet. 


MACHINE  TOOLS: 
FROM  RUSSIA 
WITH  LEVITATION 

ENGINEERS  AT  NEW  JERSEY 

Institute  of  Technology  in 
Newark  are  trying  to  build 
superaccurate  machine  tools 
by  teaming  U.  S.  electronics 
wizardry  and  Russian  me- 
chanical skill.  Reggie  J. 
Caudill,  executive  director  of 
the  school's  Center  for  Man- 
ufacturing Systems,  says  he 
was  ariiazed  at  the  sophisti- 
cation of  a  grinder  from  Rus- 
sia that  the  U.  S.  Army  gave 
NJIT  for  evaluation.  Both  the 
cutting  parts  and  the  pieces 
being  worked  on  are  partial- 
ly isolated  from  harmful  vi- 
bration by  cushions  of  air.  In 
Western  tools,  only  some  of 
the  relevant  components  are 
suspended  by  air  jets,  njit 
bought  a  Russian  lathe  that 


was  even  more  impressive: 
As  an  additional  means  of 
eliminating  vibration,  Caudill 
says,  the  lathe's  motor  dis- 
engages after  it  gets  the 
part  spinning,  relying  on  mo- 
mentum alone  to  continue 
the  rotation. 

njit  is  working  with  at&t, 
Motorola,  Ford  Motor,  and 
othei"s  on  using  Russian  tech- 
niques to  build  robots  that 
could,  for  instance,  precisely 
align  optical  fibers  and  lenses 
in  optoelectronic  gear.  NJIT 
wants  to  add  U.  S.  electronics 
to  Russian  tools,  such  as  mi- 
croscopic sensors  and  valves, 
that  could  counteract  vibra- 
tion by  detecting  and  adjust- 
ing pressure  fiuctuations  in 
the  air  cushions.  Separately, 
Caudill  hopes  to  produce  a 
lathe  that  could  shape  lenses 
so  perfectly  that  they  would 
not  require  costly,  time-con- 
suming hand-polishing. 


DENSE  AND  DENSER 
ON  IBM  DISKS 

THE  GOOD  OLD  HARD-DISK 

drive  is  showing  more 
longevity  than  seemed 
possible  in  the  1980s.  IBM, 
which  set  a  record  in 
1989  by  cramming  1  bil- 
lion bits  of  data  onto  one 
square  inch  of  disk  sur- 
face, announced  on  Mar. 
30  that  it  had  boosted  its 
world  record  to  3  billion 
bits — or  3  gigabits.  That's 
nearly  five  times  the  den- 
sity of  the  most  advanced 
commercial  disk  drive: 
IBM's  Travelstar  LP  2.5- 
inch  drive  for  subnote- 
book  computers. 

Vincent  Mairello,  man- 
ager of  recording  heads 
at  IBM's  Almaden  Re- 
seai'ch  Center  in  San 
Jose,  Cahf.,  attributes  the 
latest  advance  to  "exquis- 
ite engineering"  rather 


^^^^^^^  ivji.^ 
than  some  expeiimental 
technology.  Engineers  im- 
proved the  cobalt-alloy 
recording  surface,  he 
says,  by  laying  it  down  in 
a  way  that  produces  fine 
magnetic  grains  that  still 
behave  independently. 
They  also  shrank  the 
heads  that  read  and  write 
(photo)  to  handle  smaller 
bits.  The  head  that  reads 
works  on  the  principle 
that  electrical  resistance 
fluctuates  in  vaiying  mag- 
netic fields.  IBM  is  the 
only  company  mass-pro- 
ducing these  so-called 
magnetoresistive  heads. 


RnSINFS<;  WFFK  /  APRII   17  iqqsQ."? 


NOBODY 


IN  THEIR  RIGHT 

WANTS  TO  USE 


YOUR  PRODUCT. 


SO,  HOW  DO  YOU  KEEP  UT 

WITH  DEMAND? 


Nobody  really  wants  to  use  an  air  bag.  But  everyone  seems  to  want  one  in  their  car  NEC  America's  Oregon  Plant  found  this 
It  when  orders  for  their  aii"  bag  deployment  circuit  boards  increased  dramatically  How  did  they  drive  capacity  to  meet  demand? 
'  completely  automating  the  data  collection  system  for  quality  control  and  part  tracking  on  their  production  line.  With  the  help  of  a 
rtributed  computing  system  using  Microsoft"'  products.       NEC's  old  system  for  verifying  components  on  circuit  boards  was  slow  and 
quired  significant  manual  intei-vention.  The  solution?  A  fastei;  more  automated  data  collection  and  retrieval  system  built  on  a  foundation 
Microsoft  products,  including  Microsoft  Windows  NT  "  Server,  part  of  the  BackOffice  family       With  the  new  system ,  verification  time 
s  decreased  from  30  seconds  to  just  two.  This  allows  verifications  to  be  performed  automatically  at  multiple  points  along  the  production 
e,  instead  of  only  at  the  end.  So  rework  is  minimized.  ■*»»•  "We've  achieved  a  70  percent  increase  in  our  production  line  capacity," 
plains  Judy  Hawley  production  manager  at  NEC  Amenca,  "while  maintaining  the 
ne  level  of  quality."  «^  To  get  more  information  on  how  Microsoft  can  help 

,      .  ,      ^  ^  ,1  .-.^  „     ^  WHERE   DO  YOU  WANT  TO   GO  TODAY?'" 

u  gam  a  business  advantage  using  computers,  call  (800)  437-3 1 19,  Dept.  GKR  I  I 


Special  Report 


IT'S  A 
SMALL 
(BUSINESS) 
WORLD 

Now  the  little  guys  are  going 
global.  But  even  as  the 
number  of  U.S.  entrepreneurs 
venturing  overseas  climbs 
dramatically,  dangers  lurk 

For  102  years,  Bicktiell  Manufactuiing  Co.  has  made  in- 
dusti-ial  drill  bits  for  constniction  equipment  at  it.- 
modest  plant  in  Rockland,  Me.  For  most  of  that  time, 
the  family-owned  concern  thrived,  with  growth  oi 
about  ^Vf  "a  yeai-  in  the  late  1980s.  Then  came  the  199(  i 
recession.  The  constmction  market  withered — and  with  i: 
demand  for  Bicknell's  products.  As  .sales  stalled,  the  comi)an\ 
scrambled  for  new  business.  "We  had  to  change  course," 
says  John  E.  Purcell,  Bicknell's  general  manager. 

With  little  likelihood  of  a  quick  turnaround  at  home,  Bick 
nell  set  its  sights  on  markets  abroad.  "There  was  much  trep 
idation,  with  a  capital  T,"  says  Purcell,  38,  recalling  tha: 
none  of  the  65  employees  at  the  $4  miUion  company  ha< 
had  any  foreign  experience.  Still,  with  constiTiction  booms  ii 
Br;izil,  Colombia,  and  Mexico,  the  foreign  market  was  beckon 
ing.  After  Purcell  found  a  distributor  while  visiting  Mexico  oi 
a  trade  mission  sponsored  by  the  Small  Business  Administra 
tion,  Bicknell  began  exporting  to  Latin  America  two  year.- 
ago.  And  Purcell  couldn't  be  more  delighted  with  the  re- 
sults. He  has  just  signed  a  deal  to  begin  selling  in  China  and 
Vietnam.  This  year,  Purcell  expects  international  sales  to 
I  giw  20';y.  for  lo7f  to  20%  of  the  company's  total  revenue, 
f  "We're  starting  to  see  it  pay  off,"  he  says. 
I      Purcell's  enthusiasm  is  just  one  case  of  a  new  global  fever 
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GLOBAL  GUIDELINES 
FOR  SMALL  BUSINESS 

LOOK  TO  EXISTING  CUSTOMERS  Many  companies  can  pen- 
etrate foreign  markets  by  selling  products  or  ser- 
vices to  their  domestic  customers'  units  overseas. 


MAKE  A  COMMITMENT  Exporting  is  not  a  part-time  effort. 
It  requires  extensive  research.  Foreign  business 
should  be  run  by  seasoned  managers. 


SEEK  ADVICE  Universities  often  have  MBA  students 
who  work  as  consultants  on  exporting.  Some  con- 
suiting  firms,  such  as  Arthur  Andersen,  provide  a 
free  first-time  consultation. 


USE  TRADE  SHOWS  Trade  promotions  sponsored  by  U.S. 
and  state  agencies  abroad  draw  big  crowds.  Cost- 
conscious  companies  can  send  a  product  without 
attending. 


PICK  MARKETS  CAREFULLY  While  potentially  lucrative, 
fast-growing  markets  can  tank  unexpectedly.  Consid- 
er customer  quality,  not  just  nationality. 


MANAGE  GROWTH  It  takes  time  to  line  up  financing  and 
expand  an  organization  to  handle  exports.  Many 
small  exporters  are  overwhelmed  by  big  orders. 


USE  LEHERS  OF  CREDIT  Some  first-time  exporters  ship  a 
product  and  hope  they  get  paid.  A  letter  of  credit 
protects  against  default  by  a  weak  or  shady  buyer. 


BE  PATIENT  Many  foreign  customers  do  business  based 
on  relationships.  Small  companies  must  spend  time 
cultivating  contacts  before  racking  up  export  orders. 


CHOOSE  PARTNERS  CAREFULLY  An  experienced  freight  for- 
warder at  home  is  crucial  for  handling  customs  pa- 
perwork. An  inept  distributor  abroad  can  ruin  a  com- 
pany's reputation. 

to  hit  U.  S.  business.  This  time,  instead  of  afflicting  the  goli- 
aths  of  Corporate  America,  it's  sweeping  thiwgh  the  ranks  of 
U.S.  entreprenem-s.  Whether  they're  seeking  to  escape  slug- 
gish markets  at  home  or  build  on  their  successes,  more  small 
companies  are  looking  beyond  the  local  and  regional  markets 
that  have  long  nurtured  and  sustained  them. 

A  survey  of  almost  750  companies  by  Arthur  Andersen  & 
Co.  and  National  Small  Business  United,  a  ti-ade  gi-oup,  found 
that  20%  of  companies  with  fewer  than  .500  employees  export- 
ed products  and  sei-vices  last  year.  That's  up  fi-om  16%  in  1993 
and  11%  in  1992,  the  fii-st  year  the  sm-vey  was  conducted.  And 
many  experts  expect  that  the  trend  will  continue  as  more  and 
more  small  businesses  plumb  the  potential  of  foreign  mai'kets. 
"It  presents  a  huge  growth  opportunity,"  says  David  L.  Bii-ch, 
president  of  economic  researcher  Cogrietics  Inc. 

The  push  abroad  by  a  whole  new  stratum  of  U.  S.  compa- 
nies is  having  a  profound  impact  on  the  trade  front.  True,  the 
$200,000  in  foi-eign  sales  that  Bicknell  chalked  up  last  year  is 
nothing  compared  with  Boeing  Co.'s  $11.4  billion  in  exports. 
But  together,  small  companies  are  helping  fuel  an  export 
explosion  that  has  more  than  doubled  total  overseas  sales 
since  1986,  to  $696  billion  last  year.  While  service  sector  ex- 
ports are  difficult  to  measure,  DPj/McGraw-Hill  figures  that 
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small  businesses  could  account  for  50.8%  of  the  $548  billion 
worth  of  manufactured  goods  that  the  U.  S.  will  likely  export 
this  year,  uj)  from  45.5%  a  decade  ago. 

Entrepreneurial  success  overseas  is  bound  to  j^roduce  oth- 
er economic  benefits.  Bountiful  markets  abi'oad  could  insulate 
small  companies  fr"om  periodic  downturns  at  home.  And  as  it 
carves  out  more  foreign  business,  small  business  could  en- 
hance its  reputation  as  the  job  generator  of  the  1990s.  "A  lot 
of  small  businesses  adding  five  or  six  people  may  not  sound 
like  much,"  says  Donald  T.  Hilty,  senior  fellow  at  the  Econom- 
ic Strategy  Institute  in  Washington.  "But  when  you  add  it  all 
up,  there's  real  potential  for  job  creation." 

Tiny  Luceme  Fairns  in  Fort  Fairfield,  Me.,  is  certainly  do- 
ing its  pait  on  the  job  fi-ont.  Thanks  to  the  dollai-'s  precijMtous 

drop  against  major 
currencies  in  i-ecent 
months,  George  A. 
James,  president  of 
the  .$850,000  horse-feed  company,  says  his  products  are  25% 
cheaper  in  yen  tenns  compared  vrith  a  year  ago.  That  drew 
an  inquiry  from  a  Japanese  distributor.  Now,  orders  ft"om  Ja- 
pan could  double  his  total  revenue  this  year.  To  keep  up 
with  the  flood  of  business,  James  is  planning  to  take  on  five 
new  employees  on  top  of  his  current  eight-person  team. 
"Without  this  international  business,  we  could  never  expect  to 
grow  as  rapidly  and  add  these  jobs,"  he  says.  "This  is  a  real 
shot  in  the  arm." 

High-profile  pacts  such  as  the  North  American  Free  Trade 
Agi-eement  and  the  General  Agreement  on  Tariffs  &  Trade 
have  also  accelerated  the  march  by  small  business  into  the 
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global  arena.  Both  agi'eements  have  gone  a  long  way 
ward  lowering  banners  to  imports  in  foreign  countries,  whif 
alerting  entrepreneurs  to  opportunities  abroad. 

Jeff  A.  Victor,  for  one,  credits  nafta  for  his  surging  expo, 
volume.  The  general  manager  of  $6  milHon  Tr-eatment  Pro| 
ucts  Ltd.,  which  mdkes  car  cleanei's  and  waxes,  had  been  tii 
ing  to  expand  his  small  presence  in  Mexico  since  1990.  B| 
stiff  Me.xican  taiiffs  that  ran  as  high  as  20%  made  that  impd 
sible  for  the  Chicago-based  company.  Six  months  after  naf 
went  into  effect  in  Januaiy,  1993,  and  tariffs  started  gi-adu; 
ly  dropping,  Victor  says  he  landed  contracts  with  almo 
eveiy  major  retail  chain  in  Mexico,  including  Futurama.  C 
gante,  and  Soriana.  His  shipments  to  Me.xico  have  tripled, 
roughly  $300,000,  about  20%  of  the  company's  total  export 
Victor  concedes  that  Mexico's  financial  meltdown  has  hu, 
One  retailer  has  put  a  big  order  on  hold.  But  he's  sticking; 
out.  To  make  his  car  wax  more  affordable  to  Mexican  consui 
ers,  he's  considering  selling  it  in  smaller  bottles.  "After  st| 
ing  in  Mexico  for  five  years,  I'm  not  going  to  pack  my  b; 
and  leave,"  he  vows. 

RISKY  SHORES.  The  threat  of  a  Me.xican-style  calamity 
other  countries  isn't  the  only  thing  that  makes  venturi: 
abroad  so  risky  and  complicated.  Lining  up  customer  and 
tributors — tough  enough  at  home — becomes  an  enormol 
challenge  when  a  market  is  a  continent  away.  And  th| 
there's  financing.  Lenders  are  already  leery  of  small  com; 
nies.  But  the  thought  of  a  pint-size  outfit  venturing  into 
charted  mar'kets  is  enough  to  give  some  bankers  the  vapo; 

They  have  reason  to  be  wonied,  because  plenty  of  s: 
companies  are  innocents  abroad.  Many  entrepreneurs 
their  fii'st  taste  of  global  markets  by  filling  stray  foreign 
ders  that  come  their  way.  Often  generated  by  I'eferrals 
chance  meetings  at  domestic  trade  shows,  these  orders  s  ffll-t 
quick  and  painless  to  fill — and  can  give  the  false  impress!  fisi 
that  exporting  isn't  so  tough.  "A  lot  of  small  busmesses  exp  let 
opportunistically,"  says  Abby  K.  Shapiro,  chairman  of  Int(  ii 
national  Strategies  Inc.,  a  trade  consulting  fuTn.  "The  probI(  lied 
is  not  enough  of  them  do  it  thoughtfully."  iiidt 

Lack  of  proper  preparation  can  lead  to  costly  mistak  limii 
Jolin  P.  Woolley,  general  manager  of  PC  Industries,  recalls  h  iiith 
he  shipped  a  $10,000  replacement  computer  component  t(  iiiifor 
French  customer  six  months  ago  and  was  stunned  when  Jfar 
was  billed  $2,500  for  value-added  tax.  Woolley's  compa  llfiii 
had  to  absorb  the  unexpected  bill.  He  says  such  expensi  iiort 
lessons  are  causing  his  $3  million  Glenview  (111.)  company  ilm 
rethink  its  ovei-seas  commitment.  "The  jury  is  still  out  on  b  4g 
strongly  we'll  pursue  it,"  he  says.  «!ieM 

For  small  companies  that  decide  to  persevere  with  their  ()t  ■  > 
port  strategies,  identifying  suitable  mai-kets  is  genei-aUy  the  fife  : 
step.  Many  turn  to  federal  and  state  agencies  for  mai-ket  inf»,iia|| 
mation  (page  101).  The  U.S.  Commerce  Dept.,  for  il^stance,  mml 
a  trade  database  available  thi'ough  its  73  field  offices  and  pih  '^in 
lie  Hbi-aries.  The  database  has  reseai"ch  rejjorts  on  117  industrg. -fetr 
in  228  countries. 

It's  a  good  starting 
point  for  figuring  out 
what's  hot  and  what's  not. 
Right  now,  environmental 
companies — those  special- 
izing in  everything  from 
waste-water  treatment 
gear  to  landfill  manage- 
ment— are  finding  oppor- 
tunities in  the  newly  in- 
dustrialized markets  of 
South  Korea,  Indonesia, 
Malaysia,  and  Taiwan.  And 
in  Latin  America,  a  gi-ow- 
ing  middle  class  is  fueling 
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lew  wave  of  health  consciousness.  Companies  making  cho- 
terol-testing  equipment,  for  instance,  may  find  eager  cus- 
ners  in  Brazil  and  Mexico. 

Some  entrepreneurs  display  a  lot  of  ingenuity  when  scop- 
;  out  markets.  Harden  H.  Wiedemann,  chairman  of  Assur- 
:e  Medical  Inc.,  a  $2  million  Dallas  company  that  sells  alco- 
-  and  drug-testing  sei-vices,  uses  the  Internet.  He  says  he 
)  found  voluminous  online  information  on  the  gi-ovdng  con- 
•  n  v/ith  alcohol-related  problems  in  Argentina.  "Some  of  the 
;t  information  we  found  we  just  stumbled  on  as  we  were 
■fing  around,"  he  says. 

j  tTHER  AFIELD.  Not  surprisingly,  most  first-time  exporters 
1  id  north  of  the  border.  With  few  language  barriers,  a 
I  ilar  business  culture,  and  now  NAFTA,  Canada  is  the  most 
i  )ealing  market  for  small  companies.  But  entrepreneurs, 
!  boldened  by  past  trade  triumphs  or  tempted  by  flour- 
j  ng  markets,  are  setting  their  sights  on  more  distant 
j  les.  Fully  12%  of  those  responding  to  the  Arthur  Ander- 
i  /Small  Business  United  survey  say  they  exported  to 
I  stern  Europe  in  1994,  while  11%  targeted  fast-growing 

1'kets  in  the  Asia-Pacific  region, 
leather  Stone  has  certainly  expanded  her  horizons.  Last 

year,  she  began  selling  her 
invention — a  scooter  for 
people  with  leg  or  foot  in- 
juries— to  a  distributor  in 
Canada.  Then  last  fall. 
Stone  was  invited  by  the 
Japan  External  Tr-ade  Or- 
ganization to  display  her 
product,  called  Roller-Aid, 
at  a  Japanese  trade  show. 
She  now  expects  her  com- 
pany, StoneHeart  Inc.  in 
Cheney,  Wash.,  to  start 
shipping  to  Japan  this 
summer.  She  figures  ex-  i 
ports  will  generate  about  \ 


20%  of  her  company's  $500,000  in 
sales  this  year.  "This  international 
business  just  kind  of  fell  in  my  lap," 
she  says  with  a  smile.  "For  me,  it 
wasn't  as  difficult  as  I  expected." 

Chasing  emerging  markets  re- 
quires something  many  entrepre- 
neurs already  have:  a  stomach  for 
risk.  Like  his  counterparts  at  much 
bigger  companies,  Robert  A.  Giese 
of  RGdata  Inc.  was  quick  to  set  his 
sights  on  untapped  markets  in  the 
then-Soviet  Union — as  eai'ly  as  1989. 
The  Rochester  (N.  Y.)  computer-net- 
working company  that  he  founded  in 
1974  hadn't  done  any  serious  ex- 
porting. But  he  felt  the  opportu- 
nities in  Russia  and  nearby  coun- 
tries were  overwhelming.  True, 
shipping  was  a  nightmare,  and 
phone  communication  was  in  the 
dark  ages.  But  he  says  waiting  until 
a  market  is  stable  makes  no  sense: 
"By  then,  everyone  already  has  a 
dance  partner."  In  1989,  he  teamed 
up  with  three  other  small  compa- 
nies to  pay  for  a  $25,000  booth  at  a 
Commerce  Dept.-sponsored  trade 
show  in  Moscow.  Last  year,  20%  of 
his  $19  million  in  business  came 
from  former  Soviet  countries. 
Some  entrepreneurs  have  turned  themselves  into  globe- 
trotting promoters  to  diiim  up  business.  Katherine  Alien,  who 
vrith  her  mother  nms  Allen  FOters  Inc.,  figui-es  she  spends  al- 
most a  thiixl  of  her  time  abroad,  schmoozing  with  potential  cus- 
tomer's for  her  oU-cleanup  products  and  services.  AUen  i-eckons 
that,  of  her  yeai'ly  $4  million  in  sales,  half  comes  fi^om  exports, 
thanks  to  her  network  of  contacts  fi-om  Singapore  to  Sao  Pau- 
lo. And  now — two  yeare  and  numerous  cocktail  parties  after 
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her  fii'st  visit  to  Beijing — she  has  po- 
tential customers  in  China.  Allen  Fil- 
ters may  not  have  the  mar-quee  value 
of  big  U.  S.  exporters,  but  Allen  says 
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her  journeys  have  convinced  hei'  that  a 
small  company  can  make  it  if  it  under- 
stands markets  and  customers.  "If 
they  have  a  good  foundation,  I  think 
the  world  is  open  to  most  small  busi- 
nesses," she  says. 

For  the  typical  small  company, 
however,  a  foreign  partner  or  distrib- 
utor is  the  only  access  to  a  new  mar- 
ket. It's  a  ci"ucial  relationship.  Lazy 
distributors  won't  do  much  for  busi- 
ness, while  inept  or  unsavory  ones 
can  iTiin  a  small  company's  reputa- 
tion in  a  new  market.  Two  years  ago, 
computer  maker  win  Laboratories 
Ltd.  in  Manassas,  Va.,  pulled  out  of  a 
joint  venture  in  Chile,  blaming  its 
Chilean  partner  for  customs  delays 
and  weak  sales.  "It  hasn't  soured  the 
outlook  on  exporting  here,"  says  Mai"k 
H.  MagTiussen,  win's  du'ector  of  busi- 
ness development,  who  is  considering 
joint  ventures  in  Brazil  and  Mexico. 
"But  in  the  future,  we'll  do  a  lot  more  legwork." 
FISH  STORY.  Such  research  doesn't  have  to  mean  ft'equent 
trips  to  far-flung  ports  of  call.  One  gold  mine  of  informa- 
tion: U.  S.  companies  that  sell  related  products.  Fred  Hansen, 
vice-president  for  marketing  at  Mardel  Laboratories  Inc.  in 
Glendale  Heights,  111.,  which  makes  water  conditioners  and 
other  supplies  for  tropical-fish  aquariums,  hired  a  distrib- 
utor in  Hong  Kong  after  contacting  Penn  Plax  Plastics  Inc.,  a 
Garden  City  (N.Y.)  company  that  sells  plastic  undewater 
plants.  The  company  didn't  compete  with  Mardel,  but  it 
knew  both  the  distributor  and  the  industi-y  well. 

Small  companies  with  bigger  budgets  can  participate  in 
trade  shows  sponsored  by  state  and  federal  agencies.  The 
Commerce  Dept.'s  Gold  Key  progi-am,  for  example,  can  ar- 
range for  a  small-business  executive  to  meet  with  pre- 
screened  potential  partners  in  a  foreign  countiy.  Jim  DeCar- 
lo,  president  of  Phenix  Technologies,  based  in  Accident, 
Md.,  met  his  Spanish  distributor  on  such  a  jaunt.  He  spent 
three  days  in  Madrid  in  199;-5,  meeting  with  potential  part- 
ners at  the  U.S.  embassy.  The  trip  cost  the  company,  which 
makes  electrical  testing  equipment, 
roughly  $8,500 — a  wise  investment, 
.says  DeCarlo.  "I  wouldn't  have 
known  where  to  start"  to  look  for  a 
partner,  he  concedes. 

Like  their  bigger  brethren,  some 
small  businesses  are  e.stablishing  over- 
seas aiTOs.  Eh  E.  Hertz,  founder  of 
Hertz  Computer  Corp.  in  New  York, 
bought  a  small  distributor  in  Isi'ael 
in  1990  to  sell  his  equipment.  He  says 
being  nearby  to  handle  his  clients' 
servicing  needs  gives  him  an  edge 
over  rival  exporters.  Today,  Israeli 
customers  account  for  25%  of  his  $10 
million  in  sales.  "Being  there  is  a 
huge  advantage,"  Hertz  says.  His  cus- 
tomers agi-ee.  "When  they  get  a  call. 
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they're  here  in  four  hours,"  says  Shlomo  Stem,  the  head 
systems  operations  for  OFEK  Securities  &  Investments  Ltitiie 
Whatever  their  strategy  for  penetrating  foreign  marke  iielK 
small  companies  inevitably  find  that  lining  up  trade  financing 
pay  for  manufactming  or  to  extend  credit  to  customers  is 
stiffest  challenge  of  all.  Many  U.S.  banks  abandoned  ti'ade 
nancing  in  the  1980s  after  the  Latin  American  loan  debaAldtt 
Even  banks  thought  to  be  entrepreneur-fi-iendly  shy  aw  fiHf 
from  tiny,  complex,  labor-intensive  trade  finance  deals.  Jean 
A.  HuUt,  vice-president  for  international  banking  at  Key 
of  Maine,  a  unit  of  KeyCorp,  says  one  recent  small  tra 
loan — less  than  $100,000— took  so  much  time  and  energy  tl 
she  might  requii-e  an  ui>fi"ont  fee  from  expoitei-s  in  the  futu 
"It  was  way  too  much  work  for  a  small  loan,"  says  Hidit. 

Some  small  companies  have  benefited  from  trade  final 
progi'ams  sponsored  by  government  agencies.  Phenix  Te 
nologies'  DeCai'lo  i-ecently  lined  up  a  $400,000  revolving  en 
it  for  his  export  business  with  the  help  of  a  guarantee  fr 
the  Mai-yland  Industrial  Development  Financing  Author) 
But  such  pi'ogi'ams  are  poorly  ftmded.  Though  the  the  Snf  -jj 
Business  Administration  and  the 
port-Import  Bank  have  doubled 
size  of  their  financing  programs  si] 
1991,  together  they  guaranteed  o: 
$253  milHon  in  export-related  lei 
ing  for  small  businesses  in  1994. 

And  entrepi'eneurs  still  compl 
about  excessive  paper-work.  Last  i 
Thomas  Parks,  chaiiTnan  of  $23  r 
lion  Quickway  Industries,  appUed 
a  line  of  credit  backed  by  the  Ex 
Bank  to  boost  liis  company's  auto  i 
chine-tool  exports.  The  bank  wan 
to  see  audited  financial  stateme 
for  the  past  three  years  from  Pari 
customers.  When  Quickway  asked 
big  foreign  customers  for  such  dc 
ments,  all  but  one  flatly  refus 


PERCENTAGE 
EXPORTING  IN  1994 
LEADERS  HAVE  GROWTH 
RATES  OF  10%  OR  MORE 
IN  EACH  CATEGORY 


1 


off 

!f 

fore 
'idest 

"lit 

■''Offlf 

star 

iej 

'falit 
im 
ran 
ijer 


100  BUSINESS  WFEK  /  APRIL  17.  1995 


irks  says.  "They  said:  'It's  just  too  complicated  dealing 
th  you  pays,'"  he  recalls.  In  the  end,  Parks  continued  to 
aw  on  liis  company's  own  limited  cash  flow  to  finance  Ms  ex- 
rt  expansion.  But  he  says  he  hasn't  gi-own  neai-ly  as  fast  as 
had  hoped. 

Unfoitunately  for  small  companies,  there's  plenty  more 
d  tape  awaiting  them  overseas.  Foreign  governments  im- 
se  standards  for  imported  goods  that  are  often  intended  as 
niers  to  imports.  The  Commerce  Dept.  figures  that  for  the 
pical  U.  S.  machine  manufacturer,  the  cost  of  additional 
pei-work  and  certification  can  add  up  to  $100,000  a  year, 
lat's  a  big  bite  for  any  company  and  potentially  cnashing  for 
small  one.  On  top  of  that,  importers  often  insist  that  suppli- 
s  meet  guidelines  set  by  the  International  Organization 


for  Standardization.  The  group,  representing  91  countries, 
sets  quality  measui'es  on  manufacturing  procedures,  design, 
and  servicing.  Many  small  companies  find  the  certification 
too  costly  and  time-consuming. 

Of  coui'se,  no  one  said  that  exploiing  exotic  mai'kets  would 
be  easy.  It  never  has  been — neither  for  caravan  drivers  ply- 
ing the  Silk  Road  nor  for  sailors  seeking  the  Spice  Islands. 
But  like  them,  today's  entrepreneurs  know  that  playing  it  safe 
by  staying  at  home  may  be  the  riskiest  strategy  of  all. 

By  Amy  Barrett  in  Washington 


For  information  on  reprints  of  this  Special  Report,  call  Business 
Week  Reprints  at  609  426-5494,  or  write  Business  Week 
Reprints,  P.O.  Box  457,  Hightstown,  N.J.  08520. 


WANT  TO  GO  GLOBAL?  HERE'S  WHERE  TO  FIND  HELP 


At  one  time  or  another,  many 
small  businesses  have  toyed 
with  the  idea  of  going  global. 
But  just  understanding  the  paper- 
work and  bureaucracy  associated 
with  exporting  can  be  daunting. 
Information  is  hard  enough  to  come 
by.  Even  though  the  Commerce 
Dept.  is  more  supportive  of  small 
business  these  days,  it's  still  widely 
viewed  as  an  advocate  of  big  com- 
panies. And  many  entrepreneurs 
have  given  up  in  sheer  frustration. 
•Joel  Krieger,  head  of  marketing  for 
Taub  Floor  Coverings  Inc.,  a  $3 
million  company  based  in  Staten 
Island,  N.Y.,  put  his  global  plans  on 
hold  three  years  ago  when  he  real- 
ized he  didn't  have  the  time  or  the 
staff  to  devote  to  coping  with  the 
complexity  of  foreign  markets. 
'Just  gathering  the  information 
ivailable  was  staggering,"  he 
I  'ecalls. 

Yet  for  small  businesses  willing  to 
I  lo  their  homework,  there  are  a 
lumber  of  excellent  resources  to 
lelp  them  get  started.  They  are  rel- 
itively  low-cost  services;  many  are 
ree  of  charge.  In  the  long  run,  the 
^idance  these  services  offer  can 
peed  up  a  new  exporter's  entry 
nto  foreign  markets  while  helping 
I  0  sidestep  many  of  the  most  com- 
i|  ion — and  costly — blunders.  Here 
!|  re  just  a  few  places  to  go  when  de- 
eloping  an  export  strategy: 
I  COMMERCE  DEPT.  HOT  LINE  A 
ood  starting  point.  Specialists  can 
rovide  details  on  different  federal 
rogi'ams  that  will  help  new  export- 
rs  tap  foreign  markets,  as  well  as 
eneral  information  on  state  export 
romotion  progi-ams.  The  Commerce 
'ept.  can  also  offer  guide  sheets  on 
number  of  tricky  exporting  prob- 
•ms,  including  how  to  handle  the 
aperwork  required  to  qualify  for 


the  low  taiiffs  under  nafta.  Consul- 
tations and  information  are  free. 
Call  800  USA-TRADE. 

■  EXPORT  OPPORTUNITY  HOT  LINE 

Run  by  the  Small  Business  Founda- 
tion of  America,  a  nonprofit  organ- 
ization based  in  Washington.  Calls 
are  handled  by  trade  experts.  Tips 
include  how  to  find  a  foreign  distrib- 
utor and  cheap  ways  to  test-market 
a  product  overseas.  Companies  that 
are  exporting  for  the  first  time  can 
also  get  advice  on  how  to  research 
potential  markets.  And  exporters 
who  have  hit  snags  can  get  help  in 
solving  their  problems.  No  charge. 
Call  800  243-7232.  In  Washington, 
call  202  223-1104 

■  SERVICE  CORPS  OF  RETIRED  EXEC- 
UTIVES Working  in  conjunction  vdth 
the  Small  Business  Administration, 
SCORE  serves  to  match  up  small 
businesses  with  mentors  who  have 
experience  in  foreign  trade — at  no 
cost.  These  volunteer  business  vete- 
rans can  assist  new  or  troubled 
exporters  in  putting  together  a 
strategy  for  succeeding  abroad. 
SCORE  has  370  chapters  throughout 
all  50  states  and  roughly  500  sea- 
soned exporting  counselors.  Call  800 
634-0245. 


■  ACCESS  TO  EXPORT  CAPITAL  The 

AXCAP  program  is  run  by  the 
Bankers'  Association  for  Foreign 
Trade,  a  trade  gi'oup.  Small  export- 
ers who  don't  know  where  to  go  for 
financing  can  contact  axcap  special- 
ists. Seai'ching  their  national  data- 
base, the  group  provides  a  small 
business  with  a  list — usually  within 
24  hours — of  banks  in  its  area  that 
handle  various  types  of  transactions. 
The  searches  are  all  free.  Call  800 
49AXCAR 

■  EXPORT  LEGAL  ASSISTANCE  NET- 
WORK Like  it  or  not,  small  export- 
ers will  probably  need  a  good  attor- 
ney. A  lawyer  with  experience  in 
foreign  trade  can  give  new  export- 
ers advice  on  everything  from  pro- 
tecting patents  and  trademarks  to 
drafting  contracts  with  new  part- 
ners. This  network  provides  free  re- 
ferrals to  local  attorneys  with  trade 
experience  who  provide  one  free 
counseling  session  for  new  export- 
ers. Contact  either  the  Commerce 
Dept.  hot  line  or  Judd  L.  Kessler, 
the  national  coordinator  for  the  net- 
work, at  the  law  firm  of  Porter, 
Wright,  Morris  &  Arthur  in  Wash- 
ington. Call  202  778-3000. 

■  AMERICAN  SOCIETY  FOR  QUALITY 
CONTROL  This  not-for-profit  trade 
association  offers  free  advice  to 
companies  that  want  to  meet  manu- 
facturing standards  set  by  the 
International  Organization  for  Stan- 
dardization, a  group  representing  91 
countries.  While  the  standards  are 
fairly  general,  companies  hoping  to 
win  substantial  overseas  business 
may  have  to  adjust  their  operations 
to  pass  a  certification  test  conducted 
by  an  accredited  examiner.  The  soci- 
ety can  also  put  callers  in  touch 
with  other  companies  that  have  al- 
ready gone  through  the  process. 
Call  800  248-1946. 
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Marketing 


ADVERTISING 


BURMA  SHAVE  SIGNS 
ON  THE  l-WAY 

Travelers  on  the  Net  are  finding  ads  with  a  twist 


The  market  Van  den  Bergh  Foods 
would  like  to  i-each  with  its  line  of 
Ragu  sauces  jjrobably  includes  a  lot 
of  people  who  tliinlv  the  World  Wide  Web 
is  an  international  crime  ring.  Even  so, 
the  Unilever  unit's  spaghetti-sauce-in-a- 
jar has  now  pitched  its  tent  on  the  vast 
computer  network  that  is  just  beginning 
to  attract  nontechie  users.  It's  not  alone. 
Burlington  Coat  Factory  Warehouse 
Coip.  is  on  the  Web.  So  ai-e  mci  Commu- 
nications, Reebok  International,  and 
Coors'  clear,  beer-like  drink,  Zima. 

Mass  marketing  this  isn't.  Wliile  34 
million  people  watch  Seinfeld  every 
week,  only  about  2  million  cruise  the 
Web.  But  that  small  group  has  irresis- 
tible demogi'aphics:  mostly  young,  male, 
college-educated,  and  affluent.  And  with 
the  major  online  ser\ices  poised  to  offer 
Internet  access  and  Microsoft  Corp. 
promising  to  blanket  the  landscape  with 
easy-to-use  Web  browsers  in  its  long- 
promised  Windows 
update,  that  audience 
is  sure  to  gi-ow  fast. 
The  number  of  com- 
mercial Web  sites, 
now  pegged  at  about 
3,000,  is  growing  ex- 
ponentially. Most  are 
for  business  products 
and  services,  but  in 
the  last  six  months 
mass  marketers  fear- 
ful of  being  left  behind  have  been  lush- 
ing to  build  a  presence  in  cyberspace. 
TERRA  INCOGNITA.  Wliile  most  commer- 
cial sites  offer  lots  of  product  infonnation, 
the  new  advertisers  offer  menus  that 
range  ft'om  product  infoiTnation  to  games 
to  bulletin  boai'ds.  Usei-s  move  from  page 
to  page,  or  sometimes  site  to  site,  by 
clicking  on  highlighted  text  or  graphics. 

This  is  teira  incognita  for  advertisers 
and  cij  isumers  alike.  It's  unclear  wheth- 


er consumers  will  put  up  with  mai-keting 
messages  on  the  Web,  wiier-e  it  can  take 
minutes  to  move  fi-om  page  to  page.  And 
even  if  droves  of  potential  customers  ar- 
rive, there's  no  way  to  ensm-e  they'll  find 
their  way  to  a  paiticulai'  outpost  or,  more 
important,  spend  much  time  there.  The 
old  niles  ai'e  tiuned  upside  down:  In  this 


Virtual  Marketers 

Advertisers  on 
the  World  Wide  Web 


and  a  sweepstakes.  Thousands  of  W( 
surfers  have  clicked  on  the  site  since  f 
went  up  last  month.  Remarkably,  co':'( 
sidering  the  ovemhelmingly  male  Wo 
population,  half  have  been  women. 
JOINING  "TRIBE  Z."  Most  mai'keters  doi, ' 
actually  sell  products  on  the  Web:  Tlit- 
capability  to  offer  widespread  onlifc- 
transactions  is  at  least  18  months  aw&t 
And  advertisers  have  ciuickly  graspfj 
that  consumers  are  unlikely  to  wa(«^ 
through  an  electronic  brochure  on  bek 
or  sneakers  or  return  to  a  site  that  neE 
er  changes.  With  sales  and  straigjj 
product  information  out,  that  leaves  en 
tertainment  and  service.  "People  dois 
want  overt  advertising  on  the  Internii|!; 


EUe    Edll    yiew   So  flooltmii 


ZIMA  COM; 


ADVERTISER 


BURLINGTON  COAT  FACTORY 


MCI  BUSINESS  MARKETS 


MILLER  GENUINE  DRAFT 


WHAT  THEY  OFFER 


Product  info,  coupons,  store  locator 


Interactive  story  about  fictional  Gramercy  Pres  - 


Virtual  tap  room,  with  sports,  regional  news 


RAGU 


Italian  lessons,  sweepstakes,  coupons,  recipes 


flic    £dH   yitw    Go  aoobMffcB 


REEBOK 


ZIMA 


Sports  tips  and  human  rights  news 


Ongoing  soap  opera,  product  news,  games 


WEB  GIMMICKS: 

Reebok  offers 
sports  interviews, 
while  Zima  tries 
to  give  its  driyik 
a  cult-like  aura 


wonderlantl,  the  consumer  is  in  control 
and  must  actively  seek  out  the  message. 

So  why  would  anyone  click  on  a  spa- 
ghetti-sauce commei'cial?  "You  have  to 
provide  infonnation  that's  useful,  and  you 
have  to  keep  updating  it  in  order  to  get 
repeat  visitors,"  says  William  Centner, 
vice-president  for'  mai'keting  at  Van  den 
Bergh.  A  little  entertainment  and  a  few 
freebies  help,  too.  Ragn's  "Mama's  Cuci- 
na"  site  offers  Italian  plu'ases,  recipes. 


and  that's  something  that  has  to  be  r| 
ognized,"  says  James  Taylor,  brand 
rector  for  Miller  Genuine  Draft. 

Miller  Brewing  Co.'s  virtual  tap  ro(|V 
up  since  October,  is  one  of  the  earliit 
consumer-products  sites.  Visitors  this 
won't  see  any  billboards  for  Mille's 
suds,  though  there  is  a  i^age  called  ''Ik 
the  Brew  Master,"  for  E-mail  interact!! 
with  the  brewer.  Updated  monthly,  ie 
site  carries  offbeat  regional  news  storjs 
and  items  on  spor-ts  Miller  sponscSi 
such  as  race-car  driving.  Striving  fo|a 
similar  audience,  Reebok  offers  colo^ 
graphics  and  athlete  interviews.      | ,  ' 

Adolph  Coor-s  Co.  uses  its  Web  sit^  < 
imbue  its  Zima  malt  drink  with  a  c:-' 
like  aur-a,  inviting  visitor's  to  join  "TrjOj 
Z"  to  r-eceive  T-shir-ts  and  caps 


Consumer  sites  need  entertainment  and  services  becauj 
''people  don't  want  overt  advertising  on  the  Internet" 
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who  would  have  believed 
you  could  buy  a  Laser  Printer 

for  only  ^399  ? 

We  Did. 


Introducing  the  Brother  HL-600  Series 
Laser  Printers,  with  exclusive  Straight 
Paper  Path  Technology  that  sets  a  new 
standard  in  quality  and  value. 

If  your  next  laser  printer  doesn  't  have 
our  exclusive  Straight  Paper  Path 
Technology,  that  may  put  a  wrinkle 
in  many  of  your  printing  projects. 

That's  because  our  laser  printers 
don't  take  your  paper  down  a  curvy, 
twisty  paper  path  like  other  laser 
printers.  So  everything  comes  out 
straighter  and  faster  (up  to  a  blazing 
6  pages  per  minute).  You'll  be  able  to  automat- 
ically stack  and  feed  those  troublesome 
envelopes  (up  to  KJ  at  a  time),  and  paper  sizes  as 
small  lis  2.75"  X  5"  without  having  to  worry  about 
how  they'll  look  when  they  come  out.  You  can 
print  not  only  standard  paper  stocks,  but  dso 
tri-fold  brochures,  invitiitions,  newsletters,  etc.  It's 
hke  having  your  own  personal  print  shop! 

AVAILABLE  AT:  Office  Depot,  OfficeMax, 
Staples,  Circuit  City,  Fry's,  Best  Buy, 
J  &  R  Music  World  and  fine  retailers 
and  dealers  everywhere 


Tlie  Stm^t  Papw  Path  Twhflologj; 
the  secret  to  trouble-free  printing. 


Versatihty  is  just  the  beginning  because  our 
Stniight  Paper  Path  Technology  virtiuilly  eliminates 
those  horrifying  paper  jam  glitches  that  usually 
force  you  to  disassemble  your  laser  printer 
Technologically  remarkable... 
yet  remarkably  affordable. 

Our  HL-(i()0  Series  Laser  Printers, 
the  first  in  a  new  family  of  quality 
printers,  also  offers  other 
advanced  features  like  fast 
Windows™  printing,  Enhanced 
Memory  Miuiagement  to  help  you  fly 
througli  lai-ge  complex  files,  numerous 
fonts,  auto  power  save  mode  to  save  energy  costs, 
microfine  toner,  optional  Macintosh"  compatibilitv', 
and  more.  Yet,  unlike  other  laser  printers  with 
similar  high-end  features,  our  new  laser  printers 
don't  come  with  a  high-end 

price  tag.  They  

sUirt  at  *399.  t 
(Yes,  kuser  v 
for  ^399!)  ^" 


HL-630 


HL-655M 


We're  at  your  side. 


Brother  International  (Corporation,  200  Cottontail  I^ne,  Somerset,  NJ  0H8~S-()-l4. 
Windows™  is  a  trademark  of  the  Microsoft  Corporation.  Macintosh'  is  a  registered  trademark  of  Apple  Computer  Incorporated. 


Legal  Affairs 


running  a  serialized  story  featuring 
Zima-loving  characters.  The  hip  tone 
and  emphasis  on  entertainment  mask  a 
carefully  crafted  marketing  tool.  Like 
most  Web  marketers,  Coors  collects 
names  and  addresses  for  its  database 
and  also  conducts  E-mail  surveys  and 
online  focus  gToups  to  test,  for  example, 
TV  viewing  habits.  "If  it  were  just  jn-o- 
viding  a  good  time,  we  wouldn't  be 
there,"  says  Zima  Brand  Manager  Mark 
Lee.  He  says  the  cutting-edge  Web  cul- 
ture is  perfect  for  a  beverage  that  defies 
categoiization.  To  herd  people  to  its  site, 
Zima  prints  its  Web  addi'ess  on  bottles 
and  buys  electi'onic  "billboards"  at  other 
pcjpular  Web  sites.  HofWii'ed.  the  on- 
line cousin  of  Wired  magazine,  for  exam- 
ple, sells  four-week  ad  slots  for  $15,000  a 
shot  and  has  attracted  Zima.  MCI.  and 
Stolichnaya  vodka,  among  others. 

With  the  explosive  growth  of  new 
sites,  the  look  and  feel  of  the  Web  will 
probably  be  as  different  in  a  few  years 
as  today's  computer  games  ;u'e  fi'om  then- 
Stone  Age  ancestor,  Pong.  In  fact,  com- 
puter games  may  be  a  model  for  future 
Web  marketers.  MCl  Business  Markets' 
"Gramercy  Press"  Web  site  is  stiuctured 
like  a  computer  game,  with  each  page 
leading  to  myiiad  other  pages.  All  deal 
with  the  characters  in  mci's  ongoing  T\' 
campaign  revolving  around  a  fictional 
publisMng  house.  As  they  move  through 
the  Web  site,  vi.sitors  can  use  simula- 
tions of  the  sendees  MCi  is  tiying  to  sell, 
such  as  intVinnation  retrieval  and  E-mail. 
GAME  PLAYERS.  Some  mm'keting  exjjeits 
question  whether  peoj^le  who  have  time 
to  play  computer  games  are  likely  to 
make  business  purchases.  Still,  .Mci  says 
the  site  has  drawn  more  than  1  million 
visitors  since  going  up  in  October  and 
has  generated  sig-nificant  sales  inquiries. 

Most  observei's  think  marketing  on 
the  Web  will  ultimately  take  a  much  dif- 
ferent form.  Today's  games  and  give- 
aways are  "i-eally  a  shdit-temi  phentjme- 
non,"  says  Maiy  A.  Modahl  (jf  FoiTester 
Research  Inc.  She  believes  that  in  the 
next  12  to  IS  months,  as  software  for 
ensuiing  secure  transactions  aj^peai's,  a 
huge  new  online  marketj^lace  will  open 
ujj  in  which  the  cost  of  pi'esenting  goods 
will  be  a  fraction  of  ]3resenting  them  in  a 
.store  or  catalog.  Consumers  will  search 
out  Web  sites  that  offer  bargain  prices 
for  eveiything  from  snacks  to  clothing. 

In  the  meantime,  if  the  size  of  the  cy- 
bermarket  isn't  ovei-whelming,  neither  is 
the  cost.  A  decent  site,  at  wliich  visitors 
might  linger  for  five  minutes  or  longer 
and  to  which  they  might  return  over 
and  over,  can  be  built  for  less  than 
$150,000.  Compare  that  with  $500,000 
for  a  single  80-second  spot  on  Seinfeld, 
;uvl  experimenting  on  the  Web  doesn't 
li'ok  like  such  a  bad  bet. 

Hi/  Mary  Ktivtz  in  Neiv  York 


COMPUTERS 


THE  SNITCH 
IN  THE  SYSTEM 

Old  data  are  showing  up  in  court-and  winning  cases 


Vermont  Microsy.stems  Inc.  (VMi)  is 
no  corporate  Sam  Spade.  But  the 
high-tech  company,  based  in  Wi- 
nooski,  Vt.,  is  pretty  good  at  play- 
ing detective.  Consider  how  the  com- 
pany got  a  judge  to  award  it  $25.5 
million  in  December  in  a  trade-secrets 
action  VMI  brought  against  Autodesk 
Inc.  VMI  didn't  rely  on  the  typical  eye- 
witness or  incriminating  memo  to  beat 
the  Sausalito  { Calif.  )-based  software  de- 
veloper. Instead,  VMi  crafted  its  case 
out  of  bits  and  bytes. 

\'Mi  argued  that  electronic  messages, 
for  instance,  showed  that  Autodesk 
management  had  reason  t(j  suspect  that 
a  program  developed  by  an  ex-VMl  engi- 
neer who  had  joined  Autodesk  was  sim- 
ilar to  one  he  had  created  for  \'Mi.  On 
Autodesk  comjjuters,  \'Mi  says  it  turned 
up  the  same  names  VMl  chose  to  label 
internal  directories  used  in  product  de- 
veloi)ment.  Perhaps  most  damaging  of 
all,  \'Mi  found  evidence  that  certain  files 
had  been  pennanently  deleted  from  the 
engineer's  computers.  "There's  no  tjues- 
tion  in  my  mind  that  the  E-mail  and 
evidence  that  files  had  been  wiped  con- 
vinced the  judge  that  there  had  been 
hanky-i^anky,"  says  X'Mi's  lawyer,  Robert 
D.  Rachlin.' 

Aut<jdesk  has  appealed  the  judgment 
and  argues  that  the  electronic  informa- 
tion was  misused  by  the  plaintiffs  and 
misunderstood  by  the  judge.  "A  lot  of 
technical  jargon  was  used  to  imply  that 
something  improper  had  been  done," 
says  Autodesk's  defense  counsel,  D. 
Bruce  Sewell.  "We  think  the  judge 
made  a  lot  of  errors." 
TICKING  TAPE.  Still,  Autodesk  got  .stung 
by  what's  fast  becoming  the  newest, 
most  potent  weapon  in  litigation.  While 
the  technology  revolution  has  been  a 
boon  to  corporations  for  years,  it's  only 
now  beginning  to  show  the  costly  dam- 
age it  can  also  do.  More  and  more,  jilted 
employees,  angry  business  rivals,  and 
injured  consumers  are  waging  legal 
wars  with  flojjpy  disks  and  hard  drives. 

And  they're  winning.  That's  because 
most  companies  have  lost  control  over 


the  voluminous  data  they  can  now  ge: 
erate  and  then  store  on  tapes  that 
into  the  palm  of  a  hand.  One  8mm  taj 
can  hold  as  much  as  1,500  banker's  bo 
es  of  information.  "Every  single  coi 
pany  that  has  a  computer  will  in  tl 
next  five  years  be  impacted  by  the  u 
of  electronic  data  in  litigation,"  sa; 
John  H.  Jessen,  the  managing  direct 
of  Electronic  Evidence  Discoveiy  Inc. 
Seattle.  "The  boogeyman  is  coming." 

Companies  simj^ly  haven't  figured 
yet  how  to  manage  electronic  data  t 
way  they  manage  more  conventional  p 
penvork.  Paper  is  either  filed  system; 
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Legal  Perils 
On  the  C:Driv( 

THE  SMOKING  GUN  Electronic 
messages  and  voice  mail,  candi 
relatively  casual  forms  of  corpor 
communication,  increasingly  are 
providing  the  most  incriminating 
evidence  used  against  companie; 
in  litigation. 


if 


CORPORATE  PACK  RATS  Usin 
disks  and  tapes  to  store  mforma 
has  enabled  companies  to  save 
virtually  all  data  they  generate.  '6 
result  IS  costly  searches  for  | 
information  requested  in  litigatic. 


LOSS  OF  CONFIDENTIALITY 

five  company  material  is  easily 
duplicated  and  transmitted  via 
puter,  opening  the  door  to  the  lc| 
trade  secrets,  proprietary  technc 
and  other  damaging  business  dc 

COPYRIGHT  VIOLATIONS  Emf 

ees  who  download  unauthorized] 
material  from  the  Internet  or  mi 
propriate  software  may  expose 
companies  to  charges  of  copyrigS 
violations  or  other  wrongdoing. 


illy  or  shredded  when  deemed  worth- 
5S.  But  electronic  information  is  orga- 
zed  according  to  each  user's  personal 
stem  and  deleted  only  when  that  indi- 
;lual  chooses  to  do  so.  Even  when  files 
e  deleted,  savvy  computer  experts 
n  often  re-create  the  erased  material, 
lis  means  that  everything  from  biilh- 
y  gTeetings  sent  from  one  worker  to 
.other  to  coveted  smoking-gun-type 
cuments  are  being  preserved  by  com- 
.nies  as  never  before.  "It's  like  having 
video  eveiything  that  happened  in  a 
mpany,"  says  Michael  J.  Patrick,  a 
m])utei--evidence  expert  at  a  Palo  Alto 
alif.)  law  firm,  Fenwick  &  West. 
Plaintiffs'  lawyers  have  already 
edged  to  go  after  a  broad  array  of 
jcti'onic  evidence  in  cases  such  as  the 
issive  class  action  brought  against  the 
bacco  industry.  But  so  fai;  they  have 
pitalized  most  on  the  candid,  unfil- 
led nature  of  intra-office  E-mail.  Mes- 
ses such  as  "this  is  highly  illegal,  but 
's  do  it  anyway"  and  "please  destroy 
idence"  have  already  turned  up  in  lit- 
ition,  forcing  companies  to  settle  cas- 
that  they  might  have  once  contested. 
These  kinds  of  damning  notes  will 
ly  proliferate.  By  next  year,  more 
m  85  million  people  are  expected  to 
nmunicate  via  E-mail,  up  from  18 


Deleted  files  can  be 
retrieved  years  later 

from  seemingly 
bottomless  archives 


million  in  1994,  estimates  Yankee  Group 
Inc.,  a  market  research  firm  in  Boston. 
"If  you  find  one  message  that  supports 
your  case,  even  if  written  as  a  joke,  it 
can  be  worth  .$.500,000,"  says  Joan  E. 
Feldman,  president  of  Seattle-based 
Compute}-  Forensics  Inc. 
LOOSE  LIPS.  Chevron  Corp.,  while  de- 
nying the  charges,  paid  $2.2  million  in 
Febiuaiy  to  settle  a  sexual  harassment 
case  brought  against  it  by  four  women. 
The  plaintiffs  claimed,  among  other 
things,  that  they  were  subjected  to  of- 
fensive electronic  messages,  including 
one  listing  25  reasons  why  beer  is  bet- 
ter than  women.  One  example:  "Beer 
doesn't  demand  equality." 

Off-the-cuff  electronic  remarks  can 
also  sour  business  deals.  Siemens  Solar 
Industries  is  suing  Arco  for  fraud  in 
connection  with  Siemens'  1990  purchase 


of  an  Arco  solar  energy  subsidiaiy.  The 
lawsuit  refers  to  more  than  10  electron- 
ic messages  sent  piior  to  the  acquisition 
that  allegedly  reveal  the  shortcomings  of 
the  subsidiaiy's  main  solar  energy  prod- 
uct. One  note  reads:  "As  it  appeal's  that 
TFS  [tliin  film  silicon]  is  a  pipe  dream,  let 
Siemens  have  the  pipe,"  according  to 
the  suit.  Arco  says  the  messages  were 
taken  out  of  context  and  that  it  "will 
show  that  Siemens  was  fully  infoiTned 
about  the  technology  it  was  buying." 

That  such  potentially  incriminating- 
comments  would  be  i^resen'ed  years  af- 
ter they  were  made  suggests  that  com- 
panies don't  know  what's  in  their  infor- 
mation systems.  Such  ignorance  creates 
expensive  pi-oblems  for  businesses  when 
they  must  unearth  information  request- 
ed in  litigation.  Jessen  of  Electronic  Ev- 
idence Discovery  says  one  of  his  cor- 
porate clients  embi'oiled  in  a  massive 
product-liability  dispute  has  spent  mor-e 
than  $2  million  looking  through  elec- 
tronic evidence  and  is  only  lO^c  of  the 
way  through  the  search. 

Intuit  Inc.  has  had  its  share  of  head- 
aches responding  to  a  76-page  request 
for  data  stemming  from  the  Justice 
Dept.'s  analysis  of  the  company's  merger 
with  Microsoft  Corp.  Patrick,  Intuit's 
counsel,  says  the  company  went  tlirough 
approximately  200  hard  disks,  each  con- 
taining about  300  megabytes  of  data — 
the  equivalent  of  up  to  15  million  pages 
of  text.  And  that  was  before  Intuit  even 
got  to  some  80,000  electronic  messages. 

"Ninety-eight  percent  of  the  docu- 
m  ments  that  companies  keep  don't 
W  need  to  be  kept,"  says  Eric  Bochner, 
'  another  lawyer  for  Intuit.  "But  there 
is  never  a  spring  cleaning  day  at  the 
office." 

HISTORIC  PHONE  CALL.  Some  companies 
are  changing  their  pack-rat  ways.  Toyo- 
ta Motor  Sales  i;sA  Inc.  hopes  to  have  a 
new  policy  concerning  its  computer  in- 
formation in  place  by  the  end  of  the 
year.  And  Univai-  Coip.  recently  under- 
w'ent  an  electronic-data  audit  of  sorts. 
The  company  came  to  realize  that  a 
number  of  its  employees  were  saving 
voice  mails  indefinitely.  One  woman  had 
kejjt  her  two-year-old  grandson's  first 
telephone  call.  "It's  vei-y  sweet,  but  you 
don't  want  employees  to  have  that  much 
discretion,"  says  Feldman,  who  per- 
formed the  review. 

Of  course,  companies  shouldn't  be  al- 
lowed to  deep-six  evidence  of  wrong- 
doing, either.  Over  time,  gaining  con- 
trol over  their  infoiniation  can  only  help 
companies  fend  off  litigation.  But  for 
the  moment,  they're  sjiending  more  time 
in  court  than  they  are  preventing  futui-e 
electronic  nightmares.  "This  is  plaintiffs' 
heaven,"  says  Patrick.  And  that's  a  i)lace 
no  company  wants  to  visit. 

By  Linda  Himelstein  in  Ne^v  York 
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TAKING  CARE  OF  BUSINESS- 
WITHOUT  LEAVING  THE  HOUSE 


After  3. 
years  of 
working  for 
a  public-tele\ision 
station  in  Dallas 
while  her  husband 
i-an  a  xineyai'd  in 
California's  Xapa 
\'alley.  Pat  Perini 
could  no  longer  stand 
the  sepai-ation.  So  she 
cut  a  deal  \\ith  her 
employe!-  She  would 
move  to  Xorthem 
Calif oiTiia  and  con- 
tinue to  work  as 
an  executive 
producer  out  of 
her  house. 
"You  can  live  al- 
most anwhere  with  a 
phone,  fax.  modem, 
and  Fedei-al  Express." 
says  Peiini,  who  has 
since  become  an  inde- 
pendent film  producer. 

Peiini  exemplifies 
a  familiar  trend 
More  people  ai'e 
making  a  li\ing 
by  working  out  of  a 
home  office.  According 
to  Link  Resouix-es,  a 
New  York  mai"ket-re- 
seai'ch  fiiTn,  37  million 
U.  S.  households — 38' 
of  the  total — contain 
at  least  one  person 
doing  income-gen- 
erating work  at  - 
home.  Although  many  ai-e 
self-employed,  the  8.4  million 
telecommutei's — coiporate  in- 
di\iduals  working  pait-  or  full- 
tinie  at  home  duiing  business 
houi-s — represent  the  fastest- 
gi-owing  segnient. 
WEB  TAMERS.  If  home  is 
wh.ere  the  job  is,  technology- 
is  helping  it  become  more  so 
by  letting  people  tackle  in- 
creasingly complex  work 
chores.  Computei-s,  software, 
ajid  other  electronic  geai*  ai-e 
dropping  in  price  even  as 


■ 


•ia 


they  get  more  powerful 
and  versatile.  Consider  mul- 
tifunction devices  that  com- 
bine piinting,  faxing,  scan- 
ning, and  copying  in  one 
machine.  A 
compact  col- 
or portable 
such  as 
Canon's  sleek  new  B.JC-TO 
can  handle  your  printing 
needs  and  then  be  stored  in 
a  closet.  Standai-ds  ai'e  being 
developed  so  that  you  can 
shai-e  digital  voice  and  data 


FROM  HOME 


simultaneously  o\fr 
a  single  telephone  fine. 

The  use  of  Internet  elec- 
tronic mail  is  also  becoming 
commonplace,  and  small  btisi- 

 nesses  ai"e 

■'  *t!isMw  jyjj-  learning 
to  tame  the 
World  Wide 
Web  by  putting  mai'keting  or 
advertising  infonnation  on  Web 
pages.  "What's  critical,"  says 
Dana  Simmons,  a  managing  di- 
rector at  technologA'-research 
firni  Find/s\T,  "ai-e  better  and 


better  infonnation  a 
\ices — knowing  insti 
taneously  where 
FedEx  package  is  [ 
modem]  or  finding 
who's  calling  me  w 
caller  id." 
For  his  pail,  Si^. 
nions  turned 
spai'e  bedi'oom 
Ms  Santa  Bai'b: 
I  Calif.)  home  int( 
fully  equipped 
fice.  with  a  M. 
intosh  comput 
two  phone  hn, 
a     fax,  la 
printer,  and 
relatively  si 
pie,  inexpensfc.; 
video  hook 
that  lets  him  hold 
conferences  from 
office.  Amazingly,  he 
using  a  regtilai*  ph( 
fine  and  modem, 
SI 00  camera.  Come 
CU-See  Me  so 
wai-e  (downloac 
off  the  Inter) 
for  fi-ee),  anc 
14.400  bits-p 
second  mode 
Simmons  also 
up  his  own  co 
puter  site  on 
Net,  and  he  uses  ffi 
voice-mail  senice 
an  800  number  fr 

AT&T. 

En\Tronmental,  politi( 
and  economic  pressm-es 
help  explain  the  rise  in  ho 
offices.  Many  of  the  work 
jettisoned  during  coiporate 
stiTictmings  chose  to  venti 
out  on  theii"  own.  And  a 
panies  nationwide  ai"e  seek 
ways  to  respond  to  Clean 
Act  pro\isions  to  reduce 
nimiber  of  cars  on  the  rc 
In  high-ti-affic  ai'eas  such 
Southern  California,  com 
nies  ai'e  fined  if  a  cert 
number  of  employees  del 
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ILLUSTRATIONS  BY  MARGARET  RIEGEL 


Telecommuters  can  feel 
isolated-and  colleagues  in 
the  office  may  resent  them 


pool,  use  public  trans- 
lation— or  woi'k  from 
ne.  Partly  as  a  result,  man- 
irs  ai'e  becoming  more  flex- 
I  about  letting  some  of  the 
ops  work  away  from  the 
ce,  at  least  occasionally. 
\.gain,  technology  is  help- 
pave  the  way.  The  boss 
1  probably  become  even 
re  lenient  if  and  when 
h-speed  integi'ated  services 
ital  network  phone  lines 
I  videoconferencing  become 
vasive — that  way,  she  can 
'P  an  eye  on  you.  At  pre- 
t,  Intel's  ProShare  video- 
ferencing  kit — containing  a 
nera,  video  cards,  micro- 
)ne,  and  earphone — costs 
und  $999  per  site,  provided 
simultaneously  sign  on  for 
N  sei-vice  from  your  local 
ne  company.  The  video  im- 
is  still  jerky,  but  people 
catch  the  helpful  visual 
3  that  are  absent  in  a  reg- 
•  phone  call. 

INDARIES.  Whatever  tech- 
)gy  is  in  place,  the  in- 
ised  flexibility  of  working 
lome  often  boosts  produc- 
y.  Telecommutei"s  may  use 
time  they  would  other- 
}  spend  traveling  on  work 
•es.  Moreover,  those  with- 
kids  who  resist  the  temp- 
)n  to  flip  on  the  0.  J.  trial 
do  laundiy  probably  face 
er  distractions  at  home 
I  they  might  in  an  office 
1  with  superfluous  meet- 
and  hallway  schmoozing. 
:  M.  Nilles,  president  of 
.JALA  International  con- 
ng  fii-m  in  Los  Angeles, 
author    of  Making 
commuting  Happen 
.95,  Van  Nostrand  Rein- 
),  estimates  that  a  person 
king  one  to  two  days  a 
k  at  home  can  save  a 
3any  .$6,000  to  $12,000  a 
because  of  hikes  in  pro- 
ivity,  reduced  office  space, 
lower  tmTiover. 
lose  who  set  up  shop  at 
■s  must  think  about  more 
electronic  gear.  As  with 
-ork  space  on  company 
your  home  office  should 
well-lit  room  with  com- 
-  hie,  ergonomic  furniture. 

never  possible,  it  should 
«  tuated  in  a  garage,  attic, 
1  )lated  part  of  the  house. 


If  you're  telecommuting,  you 
may  have  to  haggle  with 
your  employer  over  equip- 
ment. Don't  be  surprised  if 
you  strike  out.  Tom  Miller,  a 
vice-president  at  Find/svp, 
says  about  80%  of  home-of- 
fice gear  is  paid  for  by  indi- 
viduals, not  companies.  "You 
buy  a  car  to  get  to  work," 
he  says.  "You  buy  a  computer 
to  work  from  home." 

Those  who  work  at  home 
also  need  self-discipline.  The 
9-to-5  routine  no  longei'  means 
as  much,  but  it  helps  to  focus 
on  the  tasks  at  hand — and  to 
know  when  to  call  it  quits  for 
the  day.  With  home  PCs,  re- 
mote access  to  computer  net- 
works, and  E-mail,  you  can 
pretty  much  work  around  the 
clock.  "The  most  difficult  thing 
is  having  a  sense  of  boundary 


is 


at 


1 


and  cutting  it  off,"  says  Peiini, 
the  TV  and  film  producer,  who 
nonetheless  Ukes  the  conve- 
nience of  walking  into  her  of- 
fice on  a  Saturday  without 
getting  into  a  car. 

And  home  work  has  other 
downsides.  If  you  Hke  being 
around  other  people,  you 
could  have  trouble  adjusting 
to  the  isolation.  Some  home 
workers  join  a  networking 
gi'oup,  invite  others  to  visit 
them,  or  communicate  online 
in,  say,  CompuServe's  Work- 


ing From  Home  fonim.  But 
you  may  miss  out  on  the  kind 
of  spontaneous  brainstorms 
that  enipt  when  you're  chat- 
ting up  co-workere  by  the  wa- 
ter cooler. 

Full-time  telecommuters 
may  also  face  real  cai'eer  anx- 
ieties. AVhat  if  being  out  of 
sight  also  means  out  of  mind, 
allovdng  you  to  get  passed 
over  for  a  promotion  or 
bonus?  The  danger:  You  could 
overcompensate  and  tuni  into 
a  workaholic.  Telecommuters 
may  feel  left  out  of  the  loop 
on  official  company  business — 
or  office  gossip.  And  col- 
leagues sometimes  resent 
them,  especially  if,  during  of- 
fice emergencies,  the  visible 
bodies  are  the  ones  always 
called  upon  to  put  out  fii"es. 

To  quash  these  concerns, 


experts  advise  telecommuters 
to  visit  headquarters  as  often 
as  possible.  Poking  yom-  head 
into  the  offices  of  supei'iors 
and  cohorts  never  huils,  nor 
does  picking  up  the  phone  or 
sending  regular  "what's  going 
on?"  E-mail  cjueries. 
KID  CARES.  At  times,  you 
may  need  to  drop  in  on  a 
real  office,  to  entertain  clients 
or  take  advantage  of  audio-vi- 
sual equipment.  You  might 
want  to  rent  a  conference 
room  at  a  nearby  hotel  or 


share  office  space  with  other 
professionals  in  your  area. 
But  again,  technology  can 
come  to  the  rescue.  You  can 
make  a  strong  marketing 
pitch  to  clients  with  no  more 
than  a  color  laptop  PC  and 
software  packages  such  as 
Microsoft  PowerPoint  or  Lo- 
tus Freelance  Graphics. 

A  key  benefit  of  working 
at  home  is  the  chance  to  be 
close  to  yom"  fainily.  But  it's  a 
decidedly  mixed  blessing.  Ex- 
perts advise  home  workers 
to  set  gi'ound  rules  with  the 
rest  of  the  clan.  Paul  and 
Sarah  Edwards,  authors  of 
Working  From  Home  ($15.95, 
G.  P.  Putnam's  Sons),  recom- 
mend "child-proofing"  youi'  of- 
fice rather  than  "office-proof- 
ing" your  children — that  is, 
let  the  kids  be  kids.  Some 
parents  keep  the  home  office 
off-limits  even  after  business 
hours.  Others  design  their 
workday  around  the  child's 
schedule.  Working  at  home  is 
no  substitute  for  child  care, 
however.  You  can't  hold  a 
baby  in  one  hand  and  pound 
away  on  a  keyboard  with  the 
other. 


Separate 

7 Organize  your  of- 
fice to  keep  work 
materials,  paper, 
and  equipment  in 
clearly  defined  of- 
fice spaces. 

8 If  possible,  have 
a  separate  out- 
side entrance. 

DATA  WORKING  FROM  HOME  BY 
PAUL  AND  SARAH  EDWARDS 

At  some  point,  your  busi- 
ness may  gi'ow  to  the  point 
where  it  no  longer  makes 
sense  to  work  at  home.  One 
solution  would  be  to  rent  an 
office  nearby.  Or  perhaps  you 
could  turn  some  of  yoiu'  prof- 
its into  an  addition  on  your 
house  or  a  largei-  home.  Once 
you  get  a  taste  of  commut- 
ing clown  the  hall  in  your 
slippers,  you  might  decide 
that,  when  it  comes  to  work- 
ing, there's  no  place  like 
home.  Edward  Baig 


Keeping  Your  Home  and  Office 


mie  is  home.  Work 
work.  Even 
mgh  you  work 
home,  it's  impor- 
it  to  maintain 
it  distinction. 

Clearly  demar- 
cate your  work 
ace  by  using  a 
parate  room  or 
rtition. 


2 Set  definite  work 
hours. 

3 Have  a  signal 
that  makes  it 
clear  when  you 
don't  want  to  be 
disturbed. 

4 Set  boundaries. 
Learn  to  say, 
"No,  I'm  working 
now." 


5 Maintain  a  separ- 
ate business 
phone  line  and  use 
an  answering  ma- 
chine or  service. 

6 Dress  in  a  partic- 
ular way  when 
you  are  working, 
though  you  need  not 
put  on  a  suit  and  tie 
or  heels. 
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Personal  Business 


PHONES  THAT  DO  IT  ALL- 
EXCEPT  MAKE  COFFEE 


So  you've  decided  to 
get  out  of  the  corpo- 
rate rat  race  and 
start    your  own 

business  at  home.  But  you're 
used  to  all  those  wonderful 
support  services  back  at 
headquarters — receptionists, 
voice  mail,  fax  machines  scat- 
tered about,  conference  calls. 
And  although  you  may  want 
to  scrap  the  daily  commute, 
you're  not  keen  about  cus- 
tomers and  suppliers  think- 
ing you're  some  fly-by-night 
operation  iiin  out  of  the  back 
bedroom. 


Well,  the  good  news  is  it's 
easy  to  create  the  illusion 
that  a  one-person,  home- 
based  operation  is  a  much 
larger  company.  And  you 
don't  have  to  shell  out  thou- 
sands of  dollars  on  integrat- 
ed personal  computer/tele- 
phones and  sophisticated 
telecommunications  equip- 
ment. In  most  regions  of  the 
U.  S.,  home  workers  can  get 
office-like  phone  services  for 
an  additional  $10  to  $12  a 
month  from  the  local  phone 
company. 

You  may  ah-eady  subscribe 
to  one  or  two — call  waiting 
or  \  I  lice  messaging,  for  ex- 


ample. But,  say  phone  com- 
pany marketers,  it  doesn't 
take  long  for  home-office 
users  to  realize  they  could  be 
much  more  efficient  with  a 
few  more,  such  as  call  for- 
warding, caller  identification, 
three-way  calling,  and  call 
blocking. 

Even  the  most  popular 
services  can  be 
embellished  for 
business  use. 
Take  voice  messaging.  Most 
subscribers  use  this  at-home 
version  of  the  voice-mail  ser- 
vice found  in  large  offices  as 
an  answering-machine  substi- 
tute. But  in  almost  every 
state  you  can  add  features 
that  will  fonvard  a  message 
to  your  beeper,  allow  you  to 
set  up  several  mailboxes  for 
other  family  members  or  co- 
woi'kers,  or  send  a  message 
to  another  number  to  be  de- 
Uvered  at  a  futiu-e  date.  Pa- 
cific Bell  is  testing  a  Daily 
Reporter  service  that  gives 
voice-message  subscribers  in- 
formation on  more  than  100 
topics,  such  as  the  latest  news 
from  Washington  and  Wall 
Street,  while  Bell  Atlantic 
just  introduced  a  feature  in 
Montgomery  County,  Md., 
that  allows  users  to  broadcast 
a  message  to  every  other 
subscriber  in  the  county. 

Once  you've  got  a  fancy 
voice-message  service,  you 
might  want  to  think  about 
caller  id.  Available  in  every 
state  except  California,  it 


FROM  HOME 


Who  Needs  a  Receptionist? 

Tftere  are  plenty  of  local  phone  company  services  that  can  make  the  plain-vanilla 
handset  at  your  home-based  business  work  like  a  corporate  telecom  system 

VOICE  MAIL     Some  carriers  offer  more  sophisticated  features,  such  as  pager  notification  and  sep- 
arate mailboxes  for  each  household  member. 

AUTOMATIC     Press  a  code,  hang  up,  and  your  phone  will  keep  dialmg  a  busy  or  unanswered 
REOIAL         number.  When  a  connection  is  made,  your  phone  will  ring,  signaling  you  to  pick  up. 

THREE-WAY     Lets  you  add  a  third  person  to  a  call,  allowing  on-the-fly  conferencing;  espec- 
CALLING       ;  iaily  helpful  to  connect  clients  with  your  contract  workers  in  faraway  cities. 

CALLER  ID     i  This  feature  displays  the  number  of  the  incoming  call  on  the  screen  of  a  specially 

equipped  phone  or  can  be  linked  to  your  PC,  allowing  you  to  greet  customers  by  name 
or  instantly  access  their  customer  file. 

ISDN  LINE     ;  A  high-speed  phone  line  that  can  send  and  receive  voice,  faxes,  and  computer  trans- 
missions simultaneously. 

DATA  BUSINESS  WEE.H 


displays  the  phone  numbcj 
of  an  incoming  call  on 
screen  located  on  the  pho; 
or  an  attached  comput 
monitor.    Caller   id  rafc 
range  from  $4  to  $7.50 
month,  but  to  use  it 
must  invest  at  least  $50  in 
phone  with  an  LCD  scree 
Also,  it  has  generally  n 
worked  for  Ion 
distance  cal 
but  as  of  th 
month,  a  Federal  Commui 
cations  Commission  rulii 
requires  long-distance  car  <^ 
ers  to  start  passing  call! 
information   to   the  lo( 
phone  companies. 

As  consulting  group  I  i^is 
Strategic  Decisions  not( 
caller  id  combined  with  a 
and  special  software  "can 
low  for  a  variety  of  nev( 
before-imagined  capabiliti 
and  benefits."  For  examp 
youi"  PC  can  be  progi'amm 
so  that  a  file  on  regular  ei 
tomers  pops  up  before  t 
call  is  answered.  U  S  W( 
can  combine  call  waitir 
caller  id,  and  voice  mess£ 
ing:  When  you  hear  the  c; 
waiting  tone,  you  can  ident 
the  call  and  either  take  it 
fonvard  it  to  voice  mail. 
MORE  LINES.  Once  you've  i 
all  these  services,  you 
probably  going  to  need  exftiori 
phone  fines,  especially  if  y 
are  nmning  a  fax  and  sei 
ing  data  out  fi'om  youi*  co 
puter.  At  that  point 
might  want  to  install  an  in 
grated  services  digital  n 
work  line.  An  ISDN  fine  is 
sentially  three  high-spe 
digital  phone  lines  rolled  ii 
one.  allowing  you  to  simul 
neously  send  and  recei 
voice  calls,  faxes,  and  co 
puter  data,  all  at  much  hig^ 
speeds  than  a  standard  ai 
log  phone  line.  The  cost 
ISDN  installation  is  higl' 
from  $80  to  $250.  depend) 
on  the  provider — but 
monthly  charge  is  usua 
about  the  same  as  two  sfc 
dard  phone  fines. 

Besides,  by  adding  is 
and  the  like,  you  might  st  ' 
feeling  like  you've  got  all 
advantages  of  the  corpor 
setting  again — without  1 
rat  race.      Catherine  Arjl- 
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lOME  ISN'T  WHERE 
HE  TAX  BREAK  IS 


hat  home  office 
)u've  set  up  is  a  real 
)zy  place  to  get  work 
one.  Just  don't 

pect  to  get  a  tax  write-off, 
0.  These  days,  it's  almost 
possible  to  qualify  for  a 
me-office  deduction.  Even 
you  think  you  fall  within 
2  rules,  it  still  may  not  be 
irth  doing. 

If  you're  self-employed, 
ur  home  office  must  be 
?d  exclusively  for  business, 
at  means  if  you're  audited, 
)hoto  of  the  room  had  bet- 
•  not  show  sofas,  TV  sets, 
personal  effects  of  any 
id.  A  tougher  standard 
iw  out  of  a  1993  U.S. 
preme  Court  decision  that 
's  your  home  office  must 
the  principal  place  where 
I  make  your  money.  The 
ing.  Commissioner  vs. 
iman,  concluded  that  an 
sthesiologist  who  saw  his 
ients  in  a  hospital  and 
rely  used  his  office  to  do 
terwork  couldn't  deduct 

office  be- 
se  he  didn't 
form  his 
ie  there.  That  sharply 
tailed  the  number  of  tax- 
ers  who  could  claim  a 
le  office. 

M  AND  LETTER.  If  you're 
jmployee,  you  must  prove 
home  office  was  set  up 
the  convenience  of  your 
iloyer.  Whether  you're  a 

mom  on  maternity  leave 
iomeone  who  frequently 
ks  at  home  to  avoid  a 

commute,  you  can't  have 
jffice  available  at  your 
e  of  business  that  you 
)ly  choose  not  to  use. 
lerally,  people  need  a  let- 
from  their  employer  say- 

ait  isn't  feasible  for  them 
rovide  office  space,"  says 
Bj  lard  Kent,  a  Coopers  & 
Li  ^and  partner  in  Detroit, 
i  -ill  think  you  qualify  for  a 
h'!  e-office  deduction?  You 


FROM  HOME 


must  then  file  Form  8829.  But 
of  15  million  sole  proprietor- 
ship filers  in  1992,  only  1.6 
million  took  the  deduction. 
Why?  The  iRS  concedes  that 
claiming  a  home  office  in- 
creases a  return's 
complexity — and 
complex  returns  ai"e 
more  likely  to  be 
audited.  If  you  have 
taken  aggi-essive 
positions  elsewhere 
on  your  return,  the 
additional  audit  risk 
may  not  be  worth  the 
added  deductions. 

To  calculate  potential 
tax  benefits,  list  all  of 
your  expenses  as  a 
homeowner  that  you 
can't  deduct  else- 
where. Your  mort- 
gage and  property 
taxes  are  already 
itemized  deduc-  ^ 
tions,  so  forget  ' 
them.  Youi"  comput- 
er and  fax  costs,  phone 
bUls,  and  furniture  would 
be  business  expenses  even 
without  the  home-office  de- 
duction. That 
leaves  items 
such  as  home- 
owners insurance,  utilities, 
and  exterior  maintenance  (or 
rent  if  you're  an  apaitment 
dweller). 

Let's  say  your  homeown- 
ers' insurance  is  $1,000  per 
year  and  your  utilities  are 
$1,500.  Plus,  you  spent 
$20,000  on  exterior  mainte- 
nance— a  new  roof,  painting, 
etc.  Your  home  has  3,000 
square  feet,  and  your  office 
takes  up  600  square  feet. 
Youi"  office  represents  20%  of 
your  home's  floor  space,  so 


you  can  deduct  $500  of  utili- 
ties and  insurance — 20%  of 
$2,500.  You  can  depreciate 
$4,000  of  your  exterioi'  main- 
tenance over  39  years,  or 
$103  per  year.  Thus,  your  to- 
tal annual  home-office  deduc- 
tion is  $603. 

For  taxpayers  in  the  31% 
federal  bi'acket,  that's  worth 
just  $187. 


ttiiiiia 


Add  a  $50  iH  iit-iii  ii  you're  in 
a  high-tax  state  and  an  addi- 
tional $100  when  you  consider 
self-employment  taxes.  But  if 
you're  audited,  your  account- 
ing fees  alone  could  easily  ex- 
ceed $1,000 — not  to  mention 
the  lost  deductions,  interest, 
and  penalties  that  could  arise 
if  the  IRS  auditor  disallows 
other  unrelated  deductions. 
And  if  you're  an  employee,  a 


Even  if  you  qualify,  the 
home-office  deduction  may 
not  be  worth  much 


home-office  deduction  may  be 
worthless.  It  falls  under  mis- 
cellaneous itemized  deduc- 
tions, which  you  can  write  off 
only  if  they  exceed  2%  of  ad- 
justable gross  income. 

A  home  office  can  also  foul 
up  two  major  tax  benefits  af- 
forded homeowners.  One  al- 
lows you  to  defer  capital 
gains  on  the  sale  of  a 
home  if  you  buy  a 
more  expensive  one. 
Let's  say  you  paid 
$200,000  for  a  house 
10  yeai"s  ago  and  it's 
worth  $350,000  today 
If    you    had  been 
claiming  a  home  office 
of  20%  of  your  square 
footage,    then  you 
would  have  to  pay  tax 
on  $30,000  of  the  gain. 
That  is,  20%  will  be 
treated  as  business 
property  and  won't 
qualify  for*  the  rollover 
provisions  that  permit 
you  to  avoid  capital 
gains  as  long  as  you 
invest  in  a  more  ex- 
pensive house,  or  the 
$125,000  capital-gains 
exclusion  you  would  nor- 
mally get  at  age  55. 
LESS  RISK.  Many  mem- 
bers of  Congi'ess  want  to 
revei'se  the  Solinmn  de- 
cision, but  if  that  hap- 
pens, it  won't  be  before 
late  summer.  Then,  more 
people  would  qualify  for 
the  home-office  deduction. 
But  they  might  still  find  it 
isn't  worth  much. 

A  better  option  might  be 
to  incorporate.  Tnae,  corpora- 
tions ai'e  not  peiTnitted  home- 
office  deductions,  but  there  is 
at  least  one  offsetting  bonus: 
You  can  deduct  all  of  your 
medical  expenses.  As  a  sole 
proprietor  or  employee,  you 
can  only  deduct  medical  costs 
when  they  exceed  7.5%  of 
your  adjusted  gross  income. 
That  means  if  your  income  is 
$100,000,  the  first  $7,500  in 
medical  expenses  are  not  de- 
ductible. If  you  incorporate, 
though,  you  can  run  your 
medical  costs  through  the  cor- 
poration. That's  probably 
worth  a  lot  more  than  a 
home-office  deduction,  without 
the  audit  risk.    Stuart  Weiss 
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Your  Competitors 
Have  MoreTimeThan 
You  DoTo  Create^ 

Improve  And 
Sell  Their  Products. 


They  Dorit  Have 
Better  People. 
^  ust  Better  Data  Storage* 


You  might  think  that  data  storage  is  a  box  tliat  sits  and  Which  gets  your  products  to 
collects  data  from  your  computers.  But  at  EMC,  we  offer  market  faster.  Your  customers 


a  new  breed  of  data  storage  solutions  tliat  does  just  about 
evepy'thing  but  sit. 

They  move  information  into  your  customers' and 
employees'  hands  faster  than  any  other  storage 
system,  while  keeping  that  information  secure. 


served  faster.  And  your  com- 
pany rich  faster. 

Call  l-800-424-EMC2ext.l41.Yi.u  ll  disco\cr 
that  with  EMC,  data  storage  is  no  longer  a 
passi\'e  receptacle.  It's  a  competitive  weapon. 


Call  Its  jor  a  jrce  brochure  on  hr 


'ipaiiy  can  gel  more  oiil  oj  storage . 


COMPETTTTVENESS  IS  IMPROVED  BY  A  FACTOR  OF  EMC 


THt  STORAGE  ARCHITECTS 


urg 


i 


l:Mr.  ihe  hMC  hgo  and  I'Hh  S  IUI14(j!:ARCHITI:CTS  jr.  irujcmarks  of  l:MC  Corpurawm.  <  I99>  EMC  Corparjmm.  All  rights  rescrvcJ.  Outside  the  U.S.  call  im,  435-1000  ext.SI93. 


BusinessWeek  Index 


RODUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


Clidiige  fiom  last  week  iJ.O'c 
Change  from  last  year:  8.7% 


iiom  last  week:  u  0'„ 
Change  from  last  year:  8,8% 


PRODUCTION  INDEX 

Mar,  25=122.9 
1992=100 


LEADING  INDEX 

Mar.  25=254  3 
1967=100  —  ?10 


.  ?20 


Mar  July  Nov  Mar 

1994  1994  1994  1995 

Indexes  are  4'Week  moving  averages 

le  production  index  was  unchanged  during  the  week  ended  Mar.  25.  Before 
Iculation  of  the  four-week  moving  average,  the  index  edged  up  to  123.1, 
im  a  revised  122.2.  Increases  in  seasonally  adjusted  output  of  autos  and 
jctric  power  lifted  the  index. 

le  leading  index  increased  slightly  m  the  latest  week.  The  unaveraged  index 
;o  rose,  to  254.6  from  254.4,  boosted  by  the  pickup  in  stock  prices  and 
2  growth. 

DfOfluction  index  copyright  1994  by  McGraw-Hill  Inc  BW  leading  index  copyright  1994  by  CIBCR 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CN6 

STEEL  (4/1)  thous.  of  net  tons 

1 ,980 

2,035# 

4, 5 

AUIU5  (4/1)  units 

147,521 

1  b(J,oo/rff 

34. 1 

1  nublvo  (4/1 )  units 

1 18,614 

28.7 

CLtulnlw  rUWtn  {4/1)  millions  ot  kilowati-rirs. 

54,969 

55,09 1  # 

2.5 

unuuc-uiL  ncrininu        tnous-.  ot  DDi./aay 

^  Q  A  7Q 

A  7 

COAL  (3/25)  thous.  of  net  tons 

21,226# 

21,258 

-2.7 

PAPERBOARD  (3/25)  thous  of  tons 

923. 4# 

905. Or 

5.2 

PAPER  (3/25)  thous,  of  tons 

851. 0# 

840. Or 

4,0 

LUMBER  (3/25)  millions  of  ft. 

449. 9# 

446.6 

-5.4 

RAIL  FREIGHT  (3/25)  bilhons  of  ton-miles 

24. 2# 

24.1 

3,0 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute.  Energy  Dept,,  American  Forest  &  Paper 
Association,  WWPA',  SFPA-',  Association  of  American  Railroads 


HE 


ING  INDICATORS 


PRICES 


LATEST 

WEEK 

YEARLY 

LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

WEEK 

AGO 

%  CHG 

'OCK  PRICES  (3/31)  s&P  500 

502,63 

496.76 

11,5 

GOLD  (4/5)  $/troy  oz. 

392.050 

383.000 

1.6 

IRPORATE  BOND  YIELD,  Aaa  (3/3 1) 

8,08% 

8,10% 

5.6 

STEEL  SCRAP  (4/4)  #1  tieavy,  $/ton 

137.50 

137.50 

1.9 

DUSTRIAL  MATERIALS  PRICES  (3/31) 

113,9 

114,3 

NA- 

COPPER (4/1)  e/ib. 

145.1 

145.2 

56.9 

ISmESS  FAILURES  (3/24) 

NA 

NA 

NA 

ALUMINUM  (4/1)  e/ib 

89  5 

87.0 

40.9 

AL  ESTATE  LOANS  (3/22)  b  ii  ons 


.5  $468.5 


11.1 


COTTON  (4/1)  strict  low  middling  1-1/16  in  .  e/lb,     97,42     104.69  33.1 


INEY  SUPPLY.  M2  (3/20)  biiiions 


$3,603.0  $3,590.3r 


1,5 


OIL  (4/4)  $/bbl. 


19  07 


18  93 


21,1 


ITIAL  CLAIMS.  UNEMPLOYMENT  (3/18)  thous 


346 


343 


1.. 


jrces;  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
■r's,  Moody's.  Journal  of  Commerce  {index:  1990=100).  Dun  &  Bradstreet  (failures 
arge  companies).  Federal  Reserve,  Labor  Dept  CIBCR  seasonally  adjusts  data  on 
iness  failures  and  real  estate  loans   'Historical  data  available  from  CIBCR 


Sources:  London  Wednesday  final  setting.  Chicago  market.  Metals  Week.  Memphis 
market,  NYMEX 


FOREIGN  EXCHANGE 


EREST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

)ERAL  FUNDS  (4/4) 

6.08% 

6.10% 

3.69% 

MMERCIAL  PAPER  (4/5)  3  month 

6.14 

6.15 

3.99 

niFlCATES  OF  DEPOSIT  (4/5)  3  month 

6.13 

6.17 

3.93 

ED  MORTGAGE  (3/31)  30  year 

8.59 

8,63 

8,19 

lUSTABLE  MORTGAGE  (3/31)  one  year 

6.37 

6,40 

4,74 

ME  (4/6) 

9.00 

9,00 

6.25 

rces:   Federal  Reserve,  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (4/5) 

86.30 

88.25 

105.25 

GERMAN  MARK  (4/5) 

1  38 

1.38 

1.71 

BRITISH  POUND  (4/5) 

1,61 

1,61 

1,48 

FRENCH  FRANC  (4/5) 

4,83 

4,87 

5.87 

ITALIAN  LIRA  (4/5) 

1718.1 

1705,5 

1532.3 

CANADIAN  DOLLAR  (4/5) 

1.39 

1,40 

1.38 

MEXICAN  PESO  (4/5) 

6.466 

6.795 

3,355 

Sources:  Major  New  York  banks  Currencies  e^tpressed 
except  for  British  pound  in  dollars 


units  per  U.S  dollar. 


N  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
pment.   1 -Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r^revised       NM=Nol  meaningful 


THE  WEEK  AHEAD 


aUCER  PRICE  INDEX 

f  day,  Apr.  11,  8:30  a.m.  ►  Producer 

)'  s  of  finished  goods  likely  increased  by 
m  March,  the  same  modest  gam 
^  in  January  and  February.  That's  the 
forecast  of  economists  surveyed  by 
Mernational,  a  division  of  McGraw-Hill 
Ixcludmg  food  and  energy,  prices 

'  ibly  rose  0.3%  as  well  last  month,  the 

>t    increase  as  in  February. 

5  >UMER  PRICE  INDEX 

"  lesday,  Apr.  12,  8:30  a.m.  ►  Just  like 
5'  icer  prices,  consumer  prices  in  March 
)'  biy  increased  by  0.3%,  for  both  the 

•  index  and  the  core  rate  that  excludes 
c  and  energy.  Total  cpi  and  the  core 


index  each  rose  0.3%  in  February.  The 
expected  advance  would  mean  that  prices 
in  March  were  up  a  mild  3%  from  a  year 
ago.  Inflation  remains  very  acquiescent, 
even  as  the  U.  S.  economy  starts  its  fifth 
year  of  expansion. 

RETAIL  SALES 

Thursday,  Apr.  13,  8:30  a.m.  ►  Retail 
sales  probably  rose  0.5%  in  March,  says 
the  MMS  report.  That's  indicated  by  the 
weekly  surveys  of  sales  at  department  and 
chain  stores.  Retailers  have  been  struggling 
in  early  1995.  February  sales  fell  0.4%, 
but  some  of  that  weakness  reflects  a  delay 
in  income-tax  refunds,  as  the  government 
searches  for  tax  fraud. 


INDUSTRIAL  PRODUCTION 

Friday,  Apr.  14,  9:15  a.m.  ►  Output  at  the 
nation's  factories,  mines,  and  utilities  prob- 
ably rose  just  0.2%  in  March.  That's  sug- 
gested by  the  weak  report  on  production  by 
the  National  Association  of  Purchasing 
Management.  Output  grew  0.5%  in  Febru- 
ary. Operating  rates  in  March  likely  rose  to 
85.8%,  from  85.7%. 

BUSINESS  INVENTORIES 

Friday,  Apr.  14,  10  a.m.  ►  Inventories  held 
by  manufacturers,  wholesalers,  and  retailers 
probably  grew  by  0.6%  in  February,  after  a 
0.9%  jump  in  January.  Business  sales  like- 
ly rose  just  0.2%  in  February,  after  rising 
0.1%  in  January. 
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Database  Marketing 
Discovery  For 
Sales  Executives! 

Imagine  finding  a  hidden  universe  with 
40,000  emerging  firms,  mainly  private  but 
also  subsidiaries  of  public  companies.  Last 
year  one  in  six  of  these  companies  ex- 
panded employment  by  over  40%.  These 
firms  are  creating  new  jobs  and  they  have 
demonstrated  a  need  for  almost  every  kind 
of  business  product  or  service  -  everything 
from  office  equipment  to  disability  insur- 
ance to  real  estate. 

A  little  known  sales  tool  that  tracks 
these  companies  is  making  money  for 
sales/marketing  executives  who  use  it. 
Taken  from  the  CorpTech  Dinsctory  of 
Technology  Companies,  this  information 
on  disk  or  in  print  can  be  easily  added  to  a 
contact  manager  or  other  larger  database  for 
unlimited  annual  use.  It's  the  only  re- 
source available  that  uncovers  America's 
emerging  sector  of  technology  manufactur- 
ers. CoipTech  gives  you  their  names,  geo- 
graphic location,  growth  rates  for  each 
company,  plus  names,  titles,  and  responsi- 
bilities of  their  133,000  key  executives. 

"Great  investment  ...  made  money  by 
quickly  and  easily  identifying  customers 
forspecific'products,"  Mike  Mueller,  Man- 
ager, Mitsubishi. 

Free  fact  kit  shows  20  money-making 
ways  this  sales  tool  can  revitalize  your  sell- 
mg  efforts.  Call  1-800-333-8036  or  mail 
name  and  address  to  CorpTech.  Dept  BSW, 
12  Alfred  Street,  Wobum,  MA  01801. 

5l  This  Week, 
^  Online 

Business  Week  presents 
live  conferences  with 
editors  and  newsmakers. 
It's  your  opportunity  to  ask 
questions  about  features 
from  the  magazine. 

<---■' 

Sunday:  Will  schools  ever  get 

better?  There's  still  hope,  says  this 
week's  Cover  Story.  Bring  your  ques- 
tions on  education  to  two  of  the 
authors,  Economics  Editor  Michael  J. 
Mandel  and  Chicago  Bureau  Manager 
Richard  A.  Wlelcher.  Apr.  9 
9  p.m.  EOT  in  the  Globe 

Monday:  BW  Chief  Economist 
William  Wolman  updates  the  invest- 
ment outlook  for  1995,  with  one 
quarter  down  and  three  to  go.  Apr.  10 
9  p.m  EOT  in  the  Coliseum. 

Transcripts  of  all  conferences  are  available  for 
downloading  from  the  BW  Online  area  on  AOL 
soon  after  eacti  event.  For  a  free  trial 
diskette  including  10  free  fiours 
on  AOL,  call  1-800-641-4848  ^yf^ytpc^ 


Index  to  Companies 
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nvestment  Figures  of  the  Week 


tIMENTARY 

big  news  in  the  markets  was 
dollar,  whicfi  slid  against  ttie 
:r  major  currencies  despite 
ue  efforts  by  the  Federal  Re- 
e  and  other  central  banks, 
ers  were  concerned  about  the 
trade  deficit.  Fears  that  the 
may  not  boost  interest  rates 
spurred  the  decline.  But  the 
equity  markets  were  far 
irier,  with  the  blue  chips  soar- 
:o  a  record.  The  Dow  Jones  in- 
rial  average  climbed  to  a  high 
?01.6  on  Apr.  4.  But  the  dol- 
woes  dragged  down  stocks. 


STOCKS 

Apr.  Oct. 


Apr.    Mar.  30-Apr.  5 


52-week  change 

+  12.8% 


BONDS 

Apr.  Oct. 


t-week  change 

+0.5% 


Mar.  30-Apr.  5 


THE  DOLLAR 

Apr.  Oct. 


Apr.    Mar.  29 -Apr.  5 


1425 


~C~r  H18.57 


1  -week  change 

+0.1% 


52-weeK  change 

-11.0% 


1 -week  change 

-1.1% 


ARKET  ANALYSIS 


%  change 


STOCKS 

Latest 

Week 

52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 

4200.6 

1.0 

14.2 

9Q-DAY  TREASURY  BILL  YIELD 

5.83% 

5.80% 

3.65% 

:IZE  COMPANIES  (S&P  MIdCap  Index) 

183.2 

0.5 

5.3 

30-YEAR  TREASURY  BOND  YIELD 

7.37% 

7.37% 

7.25% 

.L  COMPANIES  (Russell  2000) 

261.2 

0.5 

2.6 

S&P  500  DIVIDEND  YIELD 

2.60% 

2.61% 

2.82% 

lOMPANIES  (Russell  3000) 

287.6 

0.4 

10.6 

S&P  500  PRICE/EARNINGS  RATIO 

16.6 

16.6 

20.4 

EIGN  STOCKS 

Latest 

%  change  (local  currency) 

\AJ  1.           CO  I, 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

467.0 
61.0% 
0.82 
1.09 

465.9 
57.0% 
0.67  r 
1.00 

Positive 
Neutral 
Positive 
Positive 

ON  (FINANCIAL  TIMES  100) 
0  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

3190.2 
15,882.5 
4285.1 

1.5 
-3.5 
-0.3 

1.9 
-19.4 
-0.7 

DUmY  GROUPS 


i-WEEK  LEADERS 


%  change 
l-month  12-nionth 


Strongest  stock  in  group 


BLOOMBERG  FINANCIAL  KWRKETS 

%  change 
l-month       12-nionth  Price 


ID  MINING  19.3         -4.0         SANTA  FE  PACIFIC  GOLD  21.4  NA  12^/4 


FENSE  ELECTRONICS 

16.2 

22.3 

E-SYSTEMS 

45.4 

45,4 

63% 

ECIALTY  APPAREL  RETAILERS 

15.7 

-12.7 

THE  LIMITED 

22.5 

7.8 

22  V2 

/ERSIFIED  MACHINERY 

10.4 

0.8 

CLARK  EQUIPMENT 

59.6 

40.1 

83 

TELS  AND  MOTELS 

10.1 

17.2 

HILTON  HOTELS 

13.1 

32.2 

75% 

:-WEEK  LAGGARDS 

%  change 
l-month  12-month 

Weakest  stock  in  group 

%  change 
l-month  12-month 

Price 

JCKING 

-6.0 

-23.2 

YELLOW 

-18.5 

-30.9 

I6V2 

OAOCASTING 

-5.3 

7.4 

TELE-COMMUNICATIONS 

-11.1 

-3.6 

20 

MEBUILDING 

-2.4 

-22.1 

KAUFMAN  &  BROAD  HOME 

-12.9 

-36.9 

12% 

3D  WHOLESALERS 

-1.9 

14.6 

SYSCO 

-5.2 

5.9 

27% 

lOHOLIC  BEVERAGES 

-1.1 

7.7 

SEAGRAM 

-5.4 

2.7 

28% 

TUAL FUNDS 


MORNINGSTAR  INC 


£ffS 

LAGGARDS 

^eek  total  return 

% 

Four-week  total  return 

% 

l£X  PRECIOUS  METALS 

21.4 

WARBURG  PINCUS  JAPAN  OTC  SERIES  2 

-9.8 

;EL  MIDAS  GOLD 

20.9 

STEADMAN  OCEANOGRAPHIC  TECHNOLOGY 

-7.2 

■PIELLO-RUSHMORE  GOLD 

19.9 

AMERICAN  HERITAGE 

-5.0 

ek  total  return 

% 

52-week  total  return 

% 

'ETT  SMALLER  COMPANIES 

49.2 

MONITREND  GOLD 

-46.6 

IGMAN  COMMUNICATIONS  &  INFORM.  A 

47.8 

BT  INVESTMENT  LATIN  AMERICAN  EQUITY 

-42.7 

ELITY  SELECT  HEALTH  CARE 

44.2 

HERCULES  LATIN  AMERICAN  VALUE 

-42.5 

SSP  500 


4-week  total  return 


Auerage  fund 
52-week  total  return 


TIVE  PORTFOLIOS 


n  amounts  represent  the 

'<  It  value  of  $10,000 

i>  id  one  year  ago 

I  ti  portfolio 

f  itages  indicate 

'■I  ly  total  returns 


U.S.  stocks 
$11,605 

-^0.27% 


Foreign  stocks 

$10,927 

+0.89% 


Treasury  bonds 
$10,749 

-t-O.47% 


III! 


Money  market  fund 
$10,514 

-1-0.20% 


Gold 
$10,193 

-1-2.62% 


'■  on  this  page  are  as  of  market  close  Wednesday,  Apr.  5,  1995,  unless  otfierwise  indicat- 
'    stry  groups  include  S&P  500  companies  only:  performance  and  stiare  prices  are  as  of  mar- 


ket close  Apr.  4.  Mutual  fund  returns  are  as  of  Mar.  31.  Relative  portfolios  are  valued  as  of  Apr. 
4.  A  more  detailed  explanation  of  ttiis  page  is  available  on  request.  r=revised  NA=Not  available 


Editorials  , 

NOW,  REINVENT  THE  SCHOOLS 

1  ."^orget  about  schools  as  simply  places  to  teach  kids.  Devo- 
M.  lution  is  chic  in  Washington,  so  now  is  the  time  to  see 
schools  for  what  they  really  are — local  government  institu- 
tions. Some  30%  of  all  civilian  government  employees  in  the 
country,  6  million  people,  work  for  the  public  schools.  Some 
one-third  of  all  state  and  local  spending  on  goods  and  services 
goes  to  elementary  and  secondaiy  education.  That's  upward  of 
$265  billion.  Schools  are  Big-  Government  at  the  local  level, 
and  that  is  precisely  why  they  are  in  such  a  mess  (page  64). 

Reengineering  this  apparatus,  in  much  the  same  way  Cor- 
porate America  has  been  restmctured,  is  critical  to  providing 
quality  education.  Most  schools  ai'e  nothing  less  than  a  carica- 
ture of  an  old  industrial  factory — rigid,  top-down,  bureau- 
cratic, and  rules-driven.  It  makes  for  incredible  inefficiency. 
Only  52(?  of  the  average  dollai-  spent  on  public  education  gets 
into  the  classroom.  Where  does  the  rest  go?  Nobody  knows. 

School  systems  typically  have  only  a  dim  idea  of  how 
much  goes  where.  When  Christine  Todd  Whitman,  New  Jer- 
sey's Republican  governor,  recently  instituted  a  new  account- 
ing system  that  disclosed  costs,  school  districts  discovered 
they  were  spending  $3,000  to  $6,000  per  student  every  year 
for  administration  alone.  Nationally,  per-student  spending 
has  gone  up  25%  over  the  past  decade,  adjusted  for  inflation, 
without  much  to  show  for  it.  Now  we  know  why,  in  part. 

There  are  other  reasons.  Too  much  government,  for  one. 
The  subui'bs  of  America  are  a  crazy  quilt  of  independent 
school  districts,  each  with  its  own  administration  and  build- 

ings.  Paid  $100,000  to  $150,000  in  many  regions,  top  admin 
trators  beget  managers  who  beget  assistants  who  beget . 
And  cities  are  no  better.  Local,  decentralized  school  distri 
ai"e  run  as  patronage  machines  by  local  politicians  who  tn 
jobs  and  contracts  for  votes. 

Then  there  are  the  teachers,  most  of  them  dedicated  a 
talented.  Still,  teachers  have  turned  to  a  powerful  union 
protection,  and  it  has  done  its  job  well.  At  the  federal  \e\ 
the  National  Education  Assn.  viitually  determines  policy 
education.  At  the  local  level,  it  has  been  able  to  win  lifelc 
tenure  for  its  members,  plus  a  compensation  package  that 
the  envy  of  most  working  people:  10-week  vacations  an( 
gold-plated  package  of  health  and  pension  benefits  that  dis 
peai'ed  in  the  private  sector  long  ago.  Why?  Companies  co 
not  longer  afford  it.  Neither  can  taxpayers. 

What  can  be  done  to  improve  educational  productivi 
Plenty.  Site-based  accounting  can  disclose  waste  and  unr 
educational  needs.  Charter  schools  and  vouchers  can  prov 
critical  competition.  Instead  of  new  buildings,  both  the  sch 
day  and  school  yeai'  can  be  extended  to  pack  in  more  class 
Keeping  schools  open  untU  5:30  would  help  working  parei 
and  extending  the  school  year  through  July  could  provide  ■ 
extra  capacity  to  absorb  the  gi'owing  number  of  children. 

Throwing  money  at  poor  education  has  proven  probleir 
ic  at  best.  Scores  have  not  improved  appreciably  despite 
Hons  in  new  funding.  Schools  are  government  institutions, 
time  to  reinvent  them. 

MEXICO:  CREDIT  WHERE  CREDIT  IS  DUE 

%W  7"hat  country  is  lunning  a  surplus  in  both  its  trade  and 
TT  budget  accounts?  Gennany?  No.  .Japan?  No.  The  U. S.? 
Hardly.  Me.xico,  thank  you.  What  countiy,  facing  a  honific  ciu'- 
rency  crisis,  has  had  the  political  courage  to  ram  thi-ough  huge 
tax  increases  on  consumption — not  investment  or  personal  in- 
come— and  sell  off  big  stakes  in  state-owned  companies? 
France?  Never.  Spain?  Not  yet.  Mexico  again.  What  country, 
facing  grave  economic  conditions,  has  kept  its  capital  and 
trade  markets  totally  open?  You  guessed  it. 

Mexico's  bad  rap  on  Wall  Street  is  blinding  people  to  the 
speed  with  which  it  is  moving  through  its  post-peso-crash 
deflation  and  recuperation.  The  countiy  is  running  its  first 
ti-ade  surplus  in  seven  years.  The  Bolsa  is  moving  up  (it's  off 
17%  for  the  year,  compared  with  21%  for  Japan's  Nikkei  225 
Index),  and  the  peso  appears  to  have  stabilized. 

That's  why  the  mischief  created  by  Senator  Alfonse  M. 
D'Amato  (R-N.  Y.)  is  so  desti-uctive.  His  move  to  kill  the  fi- 
nancial-rescue package  for  Mexico  throws  just  enough  doubt 
into  the  markets  to  keep  foreign  investors  from  returning. 

D'Amato's  move  doesn't  make  life  easier  for  President  Er- 
nesto Zedillo  Ponce  de  Leon,  who  must  meet  two  challenges. 

Inflation,  now  iiinning  neai'  60%  annually,  must  be  crushed. ' 
shaiply  deflating  economy,  spuiTed  on  by  a  5%  hike  in  the 
ue-added  tax,  should  do  it,  allowing  interest  rates  runu 
cuiTently  at  100%  to  drop  and  revive  the  private  sector. 

Corruption  is  another  matter.  The  gi'eat  surprise  to  cc 
out  of  the  Mexican  financial  crisis  is  how  widespread  nai 
con-uption  is  within  the  liighest  cu'cles  of  the  Mexican  po 
cal  Establishment.  The  sense  that  Mexico  was  about  to ; 
the  Fii'st  World  gi'oup  of  nations  was  shattered  by  the  r€ 
lation  of  dmg  money  insinuating  itself  to  the  very  toj 
the  Salinas  government.  Zedillo  must  build  a  modem 
reaucracy — from  a  truly  independent  centi-al  bank  to  a  ir 
em  police  foi"ce,  unconupted  by  drug  money.  This  is  no  si 
task  for  one  man  in  a  countiy  that  kills  its  pohtical  lead 
with  appalling  frequency. 

The  "emerging  mai'ket"  euphoria  suiTounding  Mexico  in 
eariy  1990s  may  have  been  naive,  paiticulai'ly  in  its  ignora 
of  the  political  dimension  to  development.  But  the  g\( 
suiTounding  the  country's  prospects  today  is  equally  invj 
Mexico  is  taking  exti'eme  pain  to  right  its  economy.  It  i 
surprise  everyone  with  how  fast  it  snaps  back  to  health. 
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Nationwide  paging.  It  didn't  just  put 
us  on  tne  map.  It  put  us  all  over  it. 


Skylel'  was  fii-st  to  inlrcnliice  jiaging 
tliat  works  across  'niled  Slates.  And 

today,  tlm-e  times  more  Imsiness  travelers 
go  witli  SkxTel  kir  nationwide  ]iagijig  tkan 
witk  an\' other  eonipan\'.  But  SkxTel  is 
more  tkan  paging.  Its  customized  serxaces 
tkat  will  kelp  you  manage  and  prioritize 
inkirmation.  ^ou  can 
reatl  e-mail,  tiet  \'oice 
mail  and  download  data 
to  yoiu-  laptop,  as  well  as 


follow  \'our  la\'orile  slocks  ikrougkout 
tke  dav.  And  wilk  Skyl"ax|  '  peo[ile  can 
lax  important  ilociiments  to  you  even 
if  tke\'  don  I  kntiw  wkere  you  are.  At 
!^k\'Iel,  ewrx'tkiiig  we  do  is  kuill  around 
tke  kusiness  tra\'eler  —  including  innova- 
tions tkat  keep  your  kusiness  on  tke 
map.  SkyTel.  The  host  u/l\i<  in  wireless 
techiioloi^v  are  hiwntec/  here. 

SkyTel  A. 


Try  SkyTel  free  for  30  days*  Call  1-800-239-0844, 

el  features  pagers  by  AAotorola.  'Available  only  for  new  subscribers  of  SkyTel  who  satisfy  applicable  qualifications  Some  restrictions  apply      ©  1995  SkyTel 


IF  IT'S 
YOUR 
CONCERN, 


»94  EXECUTIVE  PAY  /  BRONFMAN'S  BIG  BET 

.ic-(^c:>    ;.ir-r-i.-   1 


I 


'With  battery,  excludes  external  disk  drive  Weight  may  vary  ■'MB-million  bytes  'Available  only  in  the  U  S  and  Canada  No  addilional  charge  dunng  warranty  IBM  and  ThinkPad  are  registered  trademarks  and  Ihere  is  a  ditterence  and  ThinkPad  EasyServ  are  t)na 


""ATE  DUE 


From  metal-mesh  s  v^ning  gowns  to  red 
polyvinyl  suits,  Gianni  I  (    -ice  has  earned 
a  reputation  for  boldly  creative  >  -signs. 
And  lat<-ly,  they're  brought  to  life  on  .  'ie\- 
IBM  ThinkPad®  701 C.  Working  from  th, 
bedroom  of  his  Lake  Conio 
villa,  Versace  draws  on 
neoclassical  surroundinjis 
for  design  inspiration,  using  his  ThinkPad 
to  Irecly  experiment  with  color  and  style. 
An  approach  that,  uni(piel\,  marries  18th- 
centurv  art  with  20th-centurv  technology. 


KM  p  IS  a  difference 


Machines  Corporalitin  PhotoShop  is  a  tegislered  Iradematk  ol  Adobe  Syslems,  Inc  ©1995  IBM  Corporation 


One  of  these  tricks  can 
help  convict  arsonists 
and  save  you  money. 


Arson  and  other  fomis  of  insurance  fraud 
cost  billions  eveiy  year.  To  help  keep  your 
|)remiums  from  risin<^.  we  train  dogs  to  do 
some  pretty  amazing  tricks.  Like  siiifl  out 
substances  such  as  gasoline,  turpentine  or 
kerosene  that  can  cause  fiies.  These  tricks 
help  put  arsonists  behind  bars.  And  our 
dogs  do  it  all  for  a  pat  on  the  back,  a  little 
praise  and  a  biscuit.  Proving  once  again,  a 
dog  is  your  best  friend.  Unless, 
of  course,  you  are  an  arsonist. 
Aetna.  A  policy  to  do  more® 


/Etna 


©  1994  Aetna  Casualty  and  Surety  Company 
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owned  ci  inies  in  Ameri- 
ca. In  '  iivorce  settlement 
endin;  iheir  38-year  union, 
fov<r  L-r  George  Johnson 
tiir;:ed  over  his  stock  to  Joan, 

io  assumed  his  chaiiTnan's 
seat.  Then  in  1993,  Joan  sold 
Jo?mson  Products  to  ivax,  a 
nonminorit>'-owned  holding 
company.  Ai\  outraged  George 
called  t!ie  sale  a  "nightmare." 
The  children  got  caught  up 
in  the  feuding,  too.  Son  Eric 
Johnson  was  promoted  to 
president  by  his  mother  only 
to  resign  in  1992  in  a  dispute 
over  his  sister  Joanie's  role 
at  the  company. 

Joan,  66,  who  got  more 
than  $3;3  million  fi-om  the  ivax 
sale,  is  now  retired.  George, 
68,  is  chaiiTnan  of  Indecoi-p, 
the  largest  U.  S.  black-owned 
banking  company.  The  couple 
isn't  talking  about  how  or 
why  they  reconciled,  but  son 
Eric  says  they  missed  each 
other  after  all  then*  years  to- 
gether. "There's  a  veiy  thin 
line,"  he  says,  "between  love 
and  hate."    S^isan  Chandler 


POWER  COUPLES 


THE  SPLIT  ENDS  FOR 
A  HAIR-CARE  DUO 

THE  JOHNSONS,  WHOSE  1989 

divorce  threw  their  black 
hair-care  company,  Johnson 
Products,  into  turmoil,  are 
getting  back  together. 
George  and  Joan  Johnson 
will  remarry  on  Apr.  22  at 
the  Ritz-Carlton  in  Chicago. 

One  casualty  of  the  stiife 
was  family  control  of  Chicago- 
based  Johnson  Products,  once 
among  the  largest  black- 


SELLINC 


GERSTNEH  GOES  INTO  WARP  DRIVE 


YOU   KNOW  lir'.M  IS  SERIOUS 

about  pushing  its  struggling 
OS/2  Warp  software  when 
even  CEO  Louis  Gerstner 
stai'LS  making  c  'Us.  As  part 
of  Big  Blue's  lat  4  attempt 
tu  make  inroads 
agai.'ist  archrival 
Mien -oft  Win- 
dows, (  fstner  is 
personaii;  I'oaxing 
software  <;>  \-elop- 
ers  to  make  their 
programs  compat- 
ible with  IBM's  op- 
erating system. 

He  has  plenty  of 
support.  In  a  Mar. 
27  memo,  he  or- 
dered that  his  top 
100  executives  each  call  10  of 
the  top  software  developers 
worldwide.  (Gerstner  won't 
say  whom  he  buttonholed.) 


BIG  BLUE  BAIT: 

OS/2  n  ffer 


And  when  IBM  shareholders 
received  the  company's  annu- 
al report  recently,  they  found 
an  offer  good  for  .$30  off 
when  buying  OS/2  (street 
price:  .$79).  IBM  is  backing  it 
all  up  uith  a  $50  mil- 
lion promotional  blitz 
for  OS/2,  mainly  tele- 
vision and  radio  ads. 

What's  behind  the 
new  drive?  For  one 
thing,  Gerstner  is 
tired  of  talk  that  he's 
about  to  give  up  on 
OS/2,  which  IBM  has 
spent  an  estimated 
.$2  billion  developing. 
And  with  Microsoft's 
promised  upgrade  to 
its  popular  Wmdows  program 
hitting  snags,  IBM  sees  its 
best  shot  at  gaining  converts 
to  OS/2.  Amy  Cortese 


TALK  SHOW  Uifwe  are  truly  to  rein  in  government,  we  must  ha\ 
a  President  who  is  more  than  a  clever  apologist  for  the  status  quo.?? 

— Senate  Majority  Leader  Bob  Dole,  announcing  his  third  run 
for  the  White  House 


THE  FEDS 


BRIGHT  LIGHTS,  BIG  DOGFIGHT 


ARE  THE   FLASHING  LIGHTS 

on  airliners  too  dim  to  pre- 
vent collisions?  Federal  reg- 
ulators are  pushing  the  air- 
lines  to  boost  the 
candlepower  of  their  fleets' 
strobe  lights  by  Sept.  1.  But 
the  carriers  are  resisting, 
saying  stronger  lights  aren't 
needed  and  are  too  expen- 
sive: They  would  cost  the 
ailing  industry  an  extra  $40 
million  yearly. 

The  *  lights, 
mounted  on  the 
fuselage,  tail, 
and  wingtips, 
are  mainly  safe- 
guards for  land- 
ings and  take- 
offs,  pailiculai'ly 
at  night  and  in  TWINKLE,  TWINKLE:  Are  strobes  too  weal\ 
weather.  T 


Airport  where  a  landing  i 
Air  jetliner  hit  a  SkyWc 
commuter  craft  waiting 
the  runway;  34  died.  A  19 
study  by  consultant  Strote 
concluded  that  at  least  5( 
of  the  major  airlines'  4,5 
planes  didn't  meet  the  fe 
standards  for  warning  Ugh 
The  Air  Ti'anspoit  Ass 
the  industi-y  trade  group, 
gues  these  standards  are  £ 


poor 

Once  in  midair,  planes  rely 
on  air-traffic  controllers  to 
avoid  coUisions. 

The  Federal  Aviation  Ad- 
ministration cites  dozens  of 
close  calls  during  the  past 
two  decades — and  at  least 
one  fatal  crash — in  which  it 
says  poor  warning  lights 
were  a  factor.  The  crash:  a 
1991  nighttime  accident  at 
Los  Angeles  International 


bitrary;  the  feds  say  go^ 
studies  back  them  up.  W; 
ing-light  rules  have  be^ 
around  23  years,  yet  werei 
enforced  because  the  ind 
try  couldn't  measure  stro' 
strength.  They  have  the  t( 
now.  The  faa  had  grant' 
the  airlines  a  two-year 
prieve  until  September, 
they  are  appealing  to  Co|* 
gi-ess.     Chyistina  Del  VUi 


THE  LIST  A  PRIVATE  AFFAIR 


Like  a  bit  of  privacy? 
Good  luck.  Retailers 
happily  sell  data 
about  you  to  direct 
mailers  and  others. 
And  with  the  com- 
ing of  "smart 
cards" — credit 


tensify.  But  what  dat 
are  consumers  mos 
leery  about?  A  surve' 
shows  the  closer 
snoop    comes  t 
things  you  do  everi 
day — whom  yoi 
call,  what  video: 


cards  with  info  on  you  car-  you  watch — the  more  sensi 
ried  in  a  chip — worries  in        tive  you  get. 

WHAT  INFO  IS  O.  K.  TO  GIVE  OUT 


PERCENT  SAYING 


PERCENT  SAYIIW 


INFORMATION 

ACCEPTABLE 

INFORMATION  ACCEPTABL! 

YOUR  NAME 

73% 

PRESCRIPTION  DRUGS  YOU  BUY  2f 

YOUR  DATE  OF  BIRTH 

70 

VIDEOS  YOU  RENT  21 

YOUR  CREDIT  HISTORY 

53 

CREDIT  CARD  PURCHASES  2/ 

YOUR  MEDICAL  HISTORY 

28 

PHONE  NUMBERS  YOU  CALL  U 

DATA:  MASTERCARD  INTERNATIONAL  INC  .  YANKELOVICH  PARTNERS  INC 
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,  RESETS 
COLLATE 
HETHER  1 


Up  Front 


VIETMANIA 


HEARTS  AND  ilNDS, 
PART  II 


U.S.  CORPORATE  LARGESSE  IS 

raining  down  on  Vietnam, 
Asia's  newest  emerging  tiger. 
This  coincides  with  ti^e  20th 
anniversary  of  the  Vietnam 
War's  end  on  Apr.  30.  For 
some,  that  date  evokes  the 
humiliating  image  of  panick- 
ing South  Vietnamese  cHng- 
ing  to  the  skids  of  fleeing 
American  heUcopters.  But  a 


THE  BIG  PICTU 


MORE  SUPERMOMS 

It  used  to  be  a  sign 
of  economic  neces- 
sity when  named 
women  wiiii  small 
kidsworke*  That's 
still  true,  bu'  there 
are  other  rea:  )ns 
this  group  has 
aiirost  doublec!  n 
size  ^:  er  20  yea. 
"fany  such  womt 
Vv.  :  to  keep  ca- 
reei     nd  employ- 
ers ho  idopted 
moretiv    ile  hours 
for  them. 


WIVES  wri; 

UNDER  SIX,  i . 
ift'HO  ARE  WORK, 


host  of  U.S.  compa:  _'S  hope 
good  deeds  coin  vimg  with 
the  anni versa;  will  build 
goodwill.  AUl-  ;gh  President 
Clinton  Hf^  the  trade  em- 
bargo last  year, 
he  is  reluctant  to 
restore  full  diplo- 
matic ties,  so 
progi'ess  for  U.  S. 
business  has 
bei^M  slow. 

Jne  effort  to 
ijalm  leftover  bit- 
terness is  the 
Apr.  23  airlift  of 
$7  million  worth 
of  medicine  to 
clinics  and  hospi- 
tals in  Hanoi  and 
Ho  Chi  Minli  City.  The  aii-lift, 
underwritten  by  McDonnell 
Douglas,  Federal  Express, 
and  dozens  of  others,  was  or- 
ganized by  Heart  to  Heart 
International,  a  chaiity  gi'oup. 
Says  Mark  Schlansky,  a 
McDonnell  e.xec:  "This  is  a 
time  of  healing." 

Among  the  other  bids  to 
do  well  by  doing  good:  The 
Business  Alliance  for  Viet- 
namese Education  is  helping 
to  launch  an  English-lan- 
guage curriculum  for  Viet- 
nam's schools.  McDonnell  and 
19  other  blue-chip  companies 
are  giving  $35,000  each 
to   train  Vietnamese 
teachers  at  ucla  this 
summer.    Amy  Borrus 


DRAWN  &  QUARTERED 


QOCD  AFIfWOOM  1  YOU  3U5T  Wtk  CUR  iCm^!  " 


PRODUCT  PEEK 

STARBUCKS' 
JAVA-JAZZ  FUSION 

.STARBUCKS  IS  GOING  INTO  THE 

music  business.  The  popular 
coffee  bars,  big  on  back- 
ground jazz  music,  are  pack- 
aging the  tunes  on 
CDS  and  selling 
them  along  with 
double  nonfat  no- 
whip  lattes.  In  a 
partnership  with 
the  Blue  Note  label 
of  Thom-EMi-owned 
Capitol  Records, 
the  chain's  fii-st  al- 
bum is  called  Blue 
Note  Blend.  It  features  such 
gi'eats  as  BiUie  Holiday,  Louis 
Armstrong,  and  Nat  King 
Cole  (playing  a  little-known 
piano-only  version  of  /  Get  a 
Kick  out  of  You).  To  go  with 


CD:  Vintage  vibes 
from  Capitol 


it,  Starbucks  developed  i 
Blue  Note  Blend  coffee  (i 
melodic  mixture  of  rich  cc- 
fees . . .  easy  as  a  velvety  ss^ 
ophone  riff"),  in  blue  bags  i 
match  the  CD  jacket. 

Starbucks  CEO  Howal 
Schultz  got  the  idea  aft* 
Kenny  G's  Miracles  ii 
sold  well  in  StJ- 
bucks  stores  Uj 
Christmas  sf- 
son.  Schultz  > 
a  good  budi' 
of  Kenny  G, 
and  the  musicii 
was  an  eai'ly  inv(^ 
tor  in  the  compai. 
Many  regular  ci- 
tomers  told  StJ- 
bucks  they  like  jazz.  Schus 
hopes  to  produce  up  to  fop 
Starbucks  cos  a  year,  usi; 
newly  rediscovered  old  tur; 
from  Capitol  Records'  hu;. 
Ubrai-y.       Dori  Jones  Yai 


EXECUTIVE  SWEETS 


THE  HONCHO  IS  A  HEADHUNTER 


DATA  MtRULL  LYNCH  &  CO. 
THE  CONPrRENCE  BOARD 

'84       '89  '0^ 


it's   tough    FOR  CEOS 
to  give  up  their  nice 
perch.  At  Toro,  the  board 
has  found  an  intriguing 
way  to  deal  with  the  prob- 
lem: Simply  pay  the  chief 
$1.5  million  to  find  his  own 
successor. 

It's  not  that  the  lawn-and- 
garden  equipment  maker's 
board  is  unhappy  with  Ken- 
drick  Melrose,  55.  During 
his  12-yeai-  tenui'e,  Mehrjse 
has  guided  the  company 
to   consistent   sales  and 
earnings  increases.  But  five 
vears  from  now,  when  he's 


only  60,  they  want  him  to 
make  way  for  fresh  blood. 

Some  think  that  picking  a 
successor  is  part  of  a  CEO's 
job.  The  Toro  board,  though, 
wants  to  give  Melrose  an  in- 


/  next  CEO 


centive  to  get  a  crackerjaj 
replacement.  He  vdll  bag 
that  extr'a  green  if  the  si 
cessor  takes  over  on  July 
2000.  Melrose  gets  $150,0 
in  stock  and  cash  for  devek 
ing  a  succession  plan  by  191 
Then,  an  additional  $i50,C^ 
for  tapping  a  successor 
1999.  In  2000,  with  the  n( 
person  in  command,  he  c 
lects  $700,000  in  stock  a; 
cash.  The  package  is  round 
out  with  an  annuity  wor 
$500,000  for  signing  a  nc 
compete  agi'eement. 

Toro  says  that  Melrc 
hasn't  started  looking,  a' 
that  his  replacement  cov 
come  from  inside  or  outsi 
the  company.      Kevin  Ke, 


FOOTNOTES  1985:  1,107,000  words  in  tax  law,  4,613,000  in  tax  regulations;  1994:  1,339,000  in  law,  5,757,000  in  regs 


Ordinary 
data  processing 

'  vs. 

Unisys 

information 
management. 

The  difference  between 
sight  and  insight 


Information  management 
isn't  just  processing 
3  million  \'oice  messages  every  day. 


/? ifo'nn a t ion  m anagemen t 
also  helps  Tom  Welch  confirm  that 
the  big  deal  went  through. 


r 


Infoi  'nation  managenwnt 

isn't  just  processing 
over  10  million  emergency 
phone  calls  a  year. 

1'  forriiation  managertieut 
also  mal:ps  sure  Carol  Boyd's  daughter 
gets  the  Medical  treatment  she  needs. 


*  itracl 


If  you  n-  r(\  to  do  inforni.i  ;  :n  process- 
ing, there  are  a  lot  of  companies  i;  ii  there 
re.i'l\  to  take  your  money  When  they're 
done,  \(m  may  even  be  able  to  process 
invoices  iasler.  And  that's  important. 

But  if  you  wish  that  all  the  information 


you  collect  everj'  day  could  make  your 
company  more  competitive-and  could  be 
used  to  help  serve  customers  better- 
there's  only  one  real  choice:  Unisys. 

We're  the  information  management 
company.  We  help  companies  apply 


information  technology  and  services 
compete  effectively  and  respond  wi( 
agilit}-  to  emerging  customer  needs.  That 
what  we  call  CUSTOMERIZE. 

To  us.  information  processing  is  the 
ning  of  the  job,  not  the  end.  We're  committi 


■•5)  I9?l5  I  nisv?  Cf.r:  .ration 

m 


Information  management 
isn't  just  processing  millions  of 
servations  for  140  of  the  world's  airlines 

Infoymation  managemen  t 
)  tracks  every  leg  of  Richard  Wong's  trip 
even  across  several  airlines. 


Inforynation  m  a,nagement 
isn't  just  processing 
10  billion  checks  <  year. 

hiforniation  7na,nagei ,  ■)it 
confirms  that  the  Tremba  v^sign 
check  cleared  today. 


(li'istanding  your  business  and  your 
I  erm  goals,  so  we  can  help  you  manage 
I  nation  in  totally  new  ways.  Which 
\'  you  a  powerful  new  strategic  weapon. 

■iure,  we  sell  information  technology 
1'  'rvices.  But  our  real  business  is  turning 


information  into  management  insights 
that  will  help  you  attract  and  retain 
customers.  And  the  value  of  that  should 

UNISYS 


be  easy  for  anyn  :  to  see. 

For  mi     information,  or  to  receive 
your  ow'   Guide  To  Information  Manage- 
ment" facts  kit,  reach  us  on  the  Internet 
at  http://www.unisys.com/adv  or  call 
1-800-874-8647,  ext.  221. 
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INTERNET 
A  REALr 


^OER  NEEDS 
aHECK 


tei 


•  (ling  your  article  "Planet  In- 
(Special  Report,  Apr.  3),  there 
v'  t  few  things  that  are  being  over- 
ived  in  the  cun-ent  fi'enzy. 
Perhaps  the  most  cntical  of  these  is 
the  inevitability  of  pay-per-usage  and 
its  likely  impact.  The  facilities  of  the 
Internet  ai'e,  to  all  intents  and  pm-poses, 
cuiTently  being  donated.  That  obviously 
can't  cDiiLinue. 

Aiiuther  is  the  infrastioicture  issue. 
Tlie  only  way  that  Internet  access  can 
become  "ubiquitous"  in  the  short  to  mid 
term  is  via  telephone  lines.  But  just  a 
few  million  PCs  "reaching  into  the  Web" 
vnll  shut  down  the  public  switched  tele- 
phone network — there  sim-  "^lii^ii"" 
ply  aren't  enough  circuits 
in  the  local  telco  offices  to 
support  the  load. 

Then  there's  the  produc- 
tivity issue.  What  is  the  oi> 
portunity  cost  of  the  mil- 
lions of  highly  skilled  and 
highly  compensated  hours 
being  blown  on  "surfing  the 
Net,"  let  alone  dealing  with 
voluminous,  and  ft-equently 
vacuous,  E-mail? 

In  short,  let's  have  more  reality  in 
prognosticating  about  the  Internet. 

Andrew  Allison 
Carmel,  Calif. 

IS  FORD  DRIVING 

CUSTOMERS  AWAY?  

Alexander  J.  Ti'otman  may  be  doing 
some  things  right  at  Ford  (Cover  Story, 
Apr.  3),  but  my  experience  suggests 
problems. 

Ford  paid  me  $7,500  in  1993  from  a 
guaranteed  resale  program  for  the 
Scorpio  in  return  for  a  lease  of  a  new 
Ford.  At  the  end  of  the  lease,  they  did 
not  try  hard  to  keep  me  as  a  customer. 
Their  lease  offers  on  the  new  Contour 
and  Taurus  were  not  competitive.  Oth- 
er requests  for  service  assistance  on 
the  Ford  resulted  in  form-letter  re- 
sponses. The  dealers  to  whom  I've  spo- 
ken have  no  leverage  with  Ford. 


Thanks  to  Ford's  ineptness,  I  no 
drive  an  Infiniti  J30. 

Clyde  J.  Richardsc 
Stratford,  Con' 

As  Ford  cuts  its  supplier  base  fi-oi 
50,000  to  5,000,  I  wonder  what  will  ha] 
pen  to  its  market  share  as  45,000  supp 
el's  continue  to  work  for  Ford  rivals  ar 
encourage  employee  fealty  to  Gener 
Motors,  Chrysler,  Honda,  and  Toyota. 

John  Boy 
Ann  Arbor,  Mic 

Ford  CEO  Alex  Trotman  can  boast  j 
he  wants  to  about  global  plans  ar 
strategy,  but  the  new  Ford  Windst; 
minivan  is  a  new  owner's  nightmar 
We  owned  Grand  Caravans.  Loved  'er 


BusinessWeek 


SHAME  ON  FORD? 

"CEO  Alex  Ti"otman  can 
boast  all  he  wants  to 
about  global  plans  and 
strategy,  but  the  new 
Ford  Windstar  miniva; 
is  a  new  o^vner's 
nightmare" 


Decided  to  switch.  Bought  a  Windsti 
last  fall.  Big  mistake.  Heater  didn 
work.  We  got  it  iixed.  Brakes  wei 
noisy.  Had  to  get  them  fixed,  too.  Froi 
seat  belts  did  not  retract  right.  It  toe 
two  months,  10  phone  calls,  and  mar 
hoiu's  of  our  time  to  get  them  replace 
Ford's  Consumer  Service  Dept.  nev( 
did  help  us. 

Ford  should  be  ashamed.  It  mshf 
the  Windstar  onto  the  market,  and  v 
new  owners  suffered  as  a  result. 

Lyle  Caz 
Glenview,  I 


BARBARIANS: 
PRO  AND  CON 


The  national  economy  emerged  as 
winner  in  the  R.JR  Nabisco  Inc.  buyoi 
("rjr:  Big  buyout,  big  fizzle,"  Editorial 
Apr.  3). 

Undoing  mistakes  of  the  past  is  whj 
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Temple  ton  Foreign  Fund 


Mark  Holowcsko.  Director  of  Tcmplclon  Global  Eijiiity  Rcseanh 


Invest  In  International  Gro  th 
Before  It  s  Grown* 


In  today's  global  economy,  many  investors  are 
recognizing  the  significant  opportunity  presented  by  foreign 
securities.  These  investors  are  impressed  by  track  records  of 
the  foreign  stock  markets  that  have  outperformed  the  U.S. 
stock  market  at  various  times  in  each  of  the  past  20  years.^ 

Since  1982,  the  Templeton  Foreign  Fund  has  invested  in 
securities  issued  by  companies  and  governments  outside  the 
United  States.  The  fund  offers: 


♦  Long-term  capital  growth  potential 

♦  International  diversification 

♦  Professional  management 

For  over  50  years,  the  Templeton  organization  has  been 
an  acknowledged  leader  in  the  management  of  international 
equity  mutual  funds.^ 

Call  your  investment  representative  or  Templeton  today 
for  a  free  brochure. 


Foreign  investing  involves  special  risks  including  currency  fluctuations  and 
political  uncertainty. 

fSourcc:  Moroan  Slaiiley  Capital  International.  Basel  upon  a  list  of  2(1  countries  trackcti  l'\ 

MSCl  Country  Iniicxn  [Cross  DiviJends  Keinvesleil  ,  l'l~4-l')'H  Past  performance  Joes  not 
guarantee  future  results. 

ffSource:  Strateoie  Insight  franklin  rempleton  was  rankej  #1  out  of  "^0  V  S  fund  managers  for 
market  share  in  the  international  cijuit\  funil  category  for  the  cpiarter  ended  12/^1  /'J-f 
Principal  Underwriter:  Franklin  Fempletcn  Distributors,  Inc 


Call  1-800- 
342-FUND 
Ext.  T263 


Templeton  Worldwide 

700  (\~ntiMl  Avenue 
St.  Pcrersburg,  FL  33701-3628 

//r)/l  would  like  ii  free  prospectus 
contiiiniii^  more  complete  information  on  the 
Templeton  Foreign  Fund,  including  sales 
charges  and  expenses.  I  will  read  It  carcfiil- 
l\  hefcre  I  invest  or  send  money. 

LJ   /  am  currently  a  Jeiiijdcton  sharcho'  .  i . 


Cirv 


St.u>VZ,,. 


n.Utimi  phone 


"To. 


npleton 


■  J 


A  Member  of  the  $116  Billion  Franklin  Templeton  Group 


this  LBO  was  all  about.  The  corpocracy 
days  of  H.  Ross  Johnson,  when  there 
were  as  many  as  11  corporate  jets 
(known  facetiously  as  "rjr's  air  force"), 
are  long  gone. 

BUSINESS  week's  article  mentions, 
though  not  approvingly,  that  r.jr  has 
shed  moi-e  than  4(),000  employees.  These 
were  redundant  workers  who  will  be- 
come more  proauctive  when  they  take 
other  jobs. 

I'm  tired  of  the  LBO-bashing  in  you 
magazine  .Any  lbo  that  cleans  up  a  n: 
as  gi-eat  as  the  one  Kohlberg  K  ■  •  is 
Roberts  &  Co.  inherited  de-^      s  a 
salute. 

Geof;     -  tj.  Nunn 
r     itino,  Calif. 

The  last  paragr  i  your  editorial 
about  KKR  and  ■  .sabisco  says  it  nil. 
There  is  only  cne  word  in  the  di'.  uo- 
nary  for  people  like  Hemy  Rravi-,  and 
that  word  is  "gi-eed." 

Herbei-t  A.  Yost 
President 
Wheeler  Cadillac-Pontiac 
Johnstown,  Pa. 

A  LEAD  PARACHUTE 

AT  MORRISON  KNUDSEN  

In  reference  to  "The  morass  engulfing 
Mon-ison  Knudsen"  (News:  Analysis  & 
Commentaiy,  Apr.  3):  If  ever  a  board 
has  more  than  ampl^  reason  to  deny  any 
and  all  sevei-ance  benefits  to  a  filled  CEO, 
William  J.  Agee,  the  Monison  Knudsen 
board  has  them  in  spades.  Let's  hope 
they  take  this  one  last  opportunity  to 
show  some  backbone  and  do  it. 

Richard  J.  Cronin 
President 
l-fodge-Cronin  &  Associates 
Rosemont,  111. 

IMMIGRANTS  BRING  A  WEALTH 
OF  TALENT,  m  vj  CUT  THEM  OFF 

In  \  nur  Mar.  i-  editorial,  "Populism: 
Take  the  good,  1(  ■  the  ugly,"  I  was 
sur;)rised  to  see  a  dnstream  publica- 
tion ,s;;.rh  as  BUSlNEs-  "EEK  write  "per- 
haps re<  ';;idng  the  vei  i  agh  level  of  le- 
gal imn  LTation  whii;  the  country 
absorbs  tl    cuiTent  wave  is  called  for." 

It  is  unti.  lunate  that  a  f-rf .-business 
journal  such  -is  yours  wouW  express 
such  sentiment-,  particularly  since  im- 
migi-ants  are  disproportionately  entre- 
preneurs, scientists,  and  engineers. 

Over  one-quarter  of  all  t  he  advanc('(] 
workers  in  Silicon  Valley  ;ire  Chinese 
immigrants,  while  40%  oi  the  scien- 
tists in  AT&T's  Bell  Laboratories'  sci- 
ence wing  are  foreign-born.  In  fact, 
the  ratio  of  foreign-born  to  native- 
born  individuals  with  PhDs  in  engi- 
neering, from  which  the  next  wave  of 


CORRECTIONS  &  CLARIFICATIONS 

In  "The  secret  war  inside  Grace  &  Co." 
(News:  Analv^iS  &  Commentary,  Apr.  17), 
company  i  actor  Robert  C,  Macautey 
should  f'  .3  been  identified  as  the  founder 
of  a  idenominational,  rather  than  a 
C?     x,  charity. 


iiovators  will  emerge,  is  now  1  to  1. 
Reducing  the  number  of  legal  immi- 
gi'ants  would  inhibit  innovation  and  en- 
trepreneurship  at  precisely  the  moment 
America  needs  them  the  most. 

Jack  Kemp 
Co-chairman 
Alexis  de  Tocqueville  Institution 
Arlington,  Va. 

THE  PROGRESS  &  FREEDOM 
FOUNDATION  IS  NEWTLESS 

Your  article  "The  New  Populism" 
(Covei-  Stoiy,  Mar.  13)  twice  refeiTed  to 
"Gingrich's  Progress  &  Freedom  Foun- 
dation." Because  this  implies  that  Newt 
GingTich  somehow  dominates  or  controls 
the  organization,  it  is  misleading. 

The  Pi'ogTess  &  Freedom  Foimdation, 
for  which  I  am  legal  counsel,  is  a  private, 
nonprofit,  nonpartisan  think  tank  estab- 
lished in  1993.  As  a  tax-exempt  charita- 
ble and  educational  organization,  the 
foundation  carmot  and  does  not  help,  en- 
dorse, or  othei"wise  advance  the  inter- 
ests of  any  political  candidate  or  party. 

Although  the  foimdation  is  very  proud 
of  its  association  with  Gingiich,  he  is  not 
and  never  has  been  a  boaixl  member,  of- 
ficer, or  employee  of  the  foundation. 

Jeffrey  L.  Yablon 
Shaw,  Pittman,  Potts  &  Ti-ow'bridge 
Washington 

CLEARING  THE  RECORD 

ON  THE  COMMERCE  DEPT.  

The  reporting  on  my  Mar.  20  speech 
at  the  National  Press  Club  on  economic 
statistics  was  inaccurate.  Your  article, 
"The  Commerce  Dept.  may  be  a  goner" 
(Washington  Outlook,  Apr  3),  has  me 
proposing  that  we  "jettison"  both  the 
Bureau  of  Economic  Analysis  and  the 
Census  Bureau  from  the  Commerce 
Dept.  to  form  an  independent  statistical 
agency,  "probably"  outside  Commerce. 

What  I  said,  and  I  quote  here  from 
the  wire-service  reports  of  the  event, 
was:  A  "strong,  defensible  case  could 
be  made"  for  consolidating  the  various 
statistical  agencies,  but  "the  issue  is 
whether  or  not  we  can  improve  [the 
statistical  system]  through  consolida- 
tion, and  in  order  to  find  that  out,  a  lot 
of  veiy  detailed  spadework  has  to  be 
done."  I  also  said  that  by  listing  the 
nine  major  agencies  involved  in  eco- 


■ 

i 

nomic  and  demographic  statistics  col- 
lection, I  was  "not  necessarily  saying 
[I]  favored  their  merger." 

I  should  also  note  that  the  issue  ol 
where  to  place  such  a  consolidatec 
agency,  were  one  ever  to  exist,  wae 
unaddressed. 

Everett  M.  Ehriicl 
Under  Secretary  foi 
Economic  Affairs 
Commerce  Dept 
Washingtor 

WHY  AMERICANS  WILL  DEMAND  I 
A  THIRD  PARTY  ' 

For  the  past  several  years,  as  yob 
point  out  in  "Have  our  pohtical  partieJ 
no  shame?"  (Editorials,  Apr.  3),  Ajnenca 
has  watched  both  the  Republican  anq 
Democratic  parties  base  their  poHcies 
on  staying  in  power  rather  than  doing 
what  is  right  for  the  American  people.] 

What  these  politicians  don't  i-ealize  i^ 
that  they  are  forcing  Americans  to  find  -j 
third  party  that  will  truly  represent 
them.  Americans  want  a  futiu-e  for  themi 
selves  and  their  children,  and  if  Repubi 
Ucans  and  Democrats  continue  to  deny  ii 
to  us,  we'll  find  someone  who  won't. 

Evan  Kahne 
Wayne,  Pa 

CHIMP  RESEARCH: 

DON'T  SWING  IT  OVER  TO  MAN 

Gingrich's  application  of  Frans  d( 
Waal's  obsei-vations  ("Manager  see,  man 
ager  do,"  The  Corporation,  Apr.  3 
merely  demonstrates  theii'  validity  with 
in  a  society  of  monkeys.  It  does  no 
guarantee  their  successful  extrapolatioi 
to  species  higher  on  the  evolutionan 
chain  than  the  professional  politician. 

C.  S.  Colwel 
Ellsworth,  Me 

HOW  TO  REACH  BUSINESSWEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 
evening  phone  numbers.  We  reserve  the  right  to  edit 
letters  for  clarity  and  space  and  to  use  them  in  all 
electronic  and  print  editions.  i 
Mail:  Business  Week,  1221  Avenue  of  the  Americas,  1 
39th  floor.  New  York,  NY  10020  f 
Fax:  (212)  512-4721 
Internet:  bwreader@mghxom 
America  Online  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions, 
renewals,  changes  or  problems,  and  single  copies. 
Phone:  (800)  635-1200  or  (609)  426-7500 
Fax:  (509)  426-7623  1 

COPYRIGHT  PERMISSIONS  I 

Before  quoting  or  reproducing  editorial  material.  1 
Phone:  (212)  512-3396  1 
Fax:(212)  512-4938  | 

BUSINESS  WEEK  ONLINE  i 

The  full  text  of  Business  Week  and  many  other  features  ]" 
are  available  on  America  Online,  For  information,  call 
(800)  641-4848  and  mention  Business  Week, 

§ 

14  BUSINESS  WEEK  /  APRIL  24,  1995 


Don't  you  wish 

we  could  just  do  this  to  air  pollution. 


In  a  way  we  can- 
bet  .'use  cars  and  trucks  that 
run  or  jtural  gas  reduce  the 
emissioi :  ;  hat  cause  smog  by 
80%— and     ually  eliminate 
soot. 

The  fact  i.s,    tural  gas  is 
the  cleanest  burning  alternative 
fuel  available  today 

And  the  least  expensive. 

30%  less  expensive  per  mile 
than  1^  (soline. 

Becdi;se  it's  so  clean, 
natural  gas  also  cuts  mainte- 
nance costs.  Oil  changes  and 
tune-ups  are  cut  in  half,  and 
there  is  less  engine  wear 

Small  wonder  that  there 
are  thousands  of  natural  gas 
cars  and  trucks  on  America's 
roads  today 

With  more  being  built  by 
Chrysler,  Ford,  and  General 
Motors  every  day 

If  all  fleet  owners- 
companies  and  communities 
—across  the  country  would 
switch  to  natural  gas  .3  they 
replace  cars  and  tru.  ks,  it  would 
really  make  a  difference  in 
our  air 

A  breathtaking  difference. 


Clean,  economical  natural  gas.  Think  what  we'll  save 


liTEPH 


11 


assist 


^chnology  &  You 


y  STEPHEN  H.  WILDSTROM 

FHIS  SECRETARY' 
lEALD^  LISTENS 


t  7"ou  answer  the  phone, 
■f  and  a  friendly  voice 
M.  tells  you  that  a  col- 
igue  is  on  the  line.  She 
ks  if  you  want  to  take  the 
11.  Once,  it  would  have  been 
e  assistant  sitting  outside 
ur  office.  But  t\  at  job  dis- 
peared  in  the  last  downsiz- 
r,  and  besides,  you're  on  a 
lular  phone  in  a  rented  car, 
D  miles  from  work. 
This  is  no  futuristic  fantasy, 
t  a  product  that's  been  on 
a  market  since  December. 
Idfire,  from  Wildfire  Com- 
mications  Inc.  (800  945- 
47),  is  an  innovative 
nbination  of 
nputer,  voice- 
;ognition,  and 
sphone  technol- 
es  that  gives 
1  a  sort  of 
tual  secre- 
y — wherever 
I  happen  to  be. 
:e  a  real  assist- 
,,  Wildfire  responds 
spoken  requests.  She 
ter  a  few  weeks  of 
nversing"  with  the  female 
ce  that  is  Wildfire,  I  find 
lard  not  to  call  the  system 
e")  is  tireless.  She  places 
s  for  you,  directs  incoming 
s  to  the  number  of  your 
ice,  and  puts  through  calls 
I've  designated  as  impor- 
t,  while  taking  messages 
other  calls. 

IPLE  SPEECH.  The  heait  of 
dfire  is  speech-recognition, 
echnology  that's  moving 

of  the  laboratoi-y  and  into 
ir  life.  Telephone  compa- 
5  are  using  speech  recog- 
on  to  eliminate  the  last 
5  of  human  intervention 
■n  directory  assistance, 
alog  orders  may  soon  be 
died  by  speech-recogniz- 

computers.  As  the  tech- 


nology gets  cheaper  and  bet- 
ter, it  will  find  a  way  into 
your  PC — and  maybe  even 
your  microwave. 

Wildfire  works  well  be- 
cause it  obeys  the  first  law 
of  speech  recognition:  Keep 
it  simple.  These  systems 
work  best  when  speech  is 
confined  to  a  limited  vocabu- 
lary and  precisely  stractured 
commands.  Wildfire  could 
understand  me  perfectly 
when  I  said,  "That  wiQ  be  all 
for  now,"  but  not,  "That's  it 
for  now." 

Don't  underestimate  the 


power  of  simplicity.  If  I 
wanted  to  call  the  White 
House,  I  could  just  say  "Call 
Bill  Chnton."  Wildfii-e  would 
ask:  "At  home  or  at  work?" 
"At  work,"  I  would  say,  and 
I'd  soon  have  the  White 
House  switchboard.  I  could 
also  create  gi-oups  of  people 
to  whom  I  could  broadcast 
voice-mail  messages.  "It  buys 
me  an  hour  a  day  in  han- 
dling calls,"  says  Barry 
McCurdy,  research  director 
for  First  Albany  Corp.,  an 
investment  bank. 

To  gain  that  advantage, 
you  have  to  scale  a  demand- 
ing leaiTiing  cui've  that  is  en- 
demic to  voice-recognition 
systems.  You  get  some  help 
from  a  pocket  reference  card 


and  online  assistance  that's 
activated  by  asking,  "What 
are  my  options?"  But  only 
time  can  accustom  Wildfii-e 
to  your  voice  and  speech 
patterns.  "You  have  to  teach 
her  to  understand  what  you 
say,"  says  McCurdy.  "You 
have  to  invest  some  time  in 
training." 

CONTACT  LIST.  One  of  the 

most  powerful  features  of 
Wildfii-e  also  requires  a  par- 
ticularly large  slug  of  up- 
front time.  The  system  miiin- 
tains  a  database  of  conta^'  - 
with  their  names  and  phone 
numbers.  I  found  building 
this  contact  list  to  be  a  tedi- 
ous business,  especially  since 
I  had  to  spell  the  names  ei- 
ther by  using  a  dial  pad  or 
by  speaking  the  "alpha-bra- 
vo-charlie"  phonetic  alphabet. 
Wildfire  offers  some  methods 
for  getting  this  data 
from  a  desktop  com- 
puter into  its  database, 
but  they're  cmde,  and 
the  job  would  have 
to  be  done  by 
a  computer-savvy 
I,  administratoi-. 
y_|  Planned  soft- 

1^"'^ ware  revi- 
sions would 
allow  you  to 
transfer  infor- 


mation directly 
from  contact  lists 
kept     on  such 
programs  as  Lotus 
Organizer. 

Wildfire  is  not  cheap  but 
the  package  should  be  within 
reach  of  many  midsize  busi- 
nesses. A  25-user  system 
fetches  around  $50,000,  and 
the  cost  per  user  drops  as 
systems  grow,  falling  to 
about  .$1,300  in  a  75-user  set- 
up. The  system  runs  on  stan- 
dard PC  hardware  with  spe- 
cialized speech-recognition 
add-ons. 

Until  now,  speech  recog- 
nition has  mostly  been  little 
more  than  a  toy — or  some 
thing  that  only  users  as  big 
as  a  telephone  company 
could  afford.  Wildfire  shows 
that  it  can  now  be  a  real 
productivity  tool  for  a  grow- 
ing number  of  people. 


BULLETIN  BOARD 


PC  CONNECTORS 
»  "JO-ANYWHERE  PLUG 

It   'I've  bought  a  laptop  mo- 
den,  ecently,  it  probably 
came      a  warning  ..ever  to 
plug  it ,   '  the  digital  phone 
systems  K  'd  in  many  offices 
and  some  hi,  's.  Even  if 
these  systems ;  ^n't  fry  your 
modem,  they  woi   let  it  dial. 
That  can  make  tht  ..onexx 
Konector  111  from  Unlimited 
Systems  Corp.  (800  275- 
6354)  a  useful  addition  to  any 


road  warrior's  kit.  The  $159 
device,  about  the  size  of  a 
pack  of  cards,  plugs  in  be- 
tween the  handset  and  phone. 
You  then  plug  your  modem 
into  the  box  and  can  safely 
connect  using  any  sort  of  line. 

FORMATTING 
DIGITAL  ESPERANTO 

Electronic  commerce  is  get- 
ting easier.  Until  now,  corpo- 
rations wanting  to  send  docu- 
ments to  some  courts  and 
federal  agencies  had  to  con- 
vert them  into  a  fo-^mat  called 
standard  generalized  markup 
language  (sgml).  This  has  re- 
quired special  editing  soft- 
ware or  tedious  hand-coding. 
The  conversion  will  be  a 
breeze  with  an  sgml  version 
of  WordPerfect  coming  from 
Novell  Inc.  (800  451-5151)  in 
late  summer.  Then,  you  can 
Simply  prepare  documents  in 
regular  fashion;  the  program 
converts  them  when  you  save. 
The  planned  list  price  is 
$595,  or  $295  as  an  upgrade 
from  regular  WordPerfect. 


QUESTIONS?  COMMENTS?  techandu@mgh.com  on  Internet  or  fax  (202)  383-2125 
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If  there's  one  tliiiio  that  the  woild  will 
never  run  short  of  it  s  business  juh  isers. 

They're  queuino'  up  to  olTei-  their 
oersonal,  and  all  very  dilTerent,  j)reseriptions 
:o  ease  your  husitiess  ills.  There  is.  however, 
)ne  thing  on  which  they  all  seem  to  agree. 

The  traditional,  lunihering.  top-heavy 
uid  multi-layered  eorj)orations  ol"  toda\'  ean- 
lot  survive  in  the  new  chaotic  marketplace. 

And  wliat  do  they  jjredict  in  thcii'  place? 
^jederations  of  smaller  eom|)anics  and  gioups 
ree  to  move  quickly  and  efficiently  in  an  i  ver 
:hanging  marketplace. 

Are  they  right?  Can  a  Federation  rt'ally 
vork?  At  Cable  &  Wnvless  we  have  to  answer 
n  unequivocal  "yes"  to  both  (luestions. 

VVeVe  been  o|)erating  as  a  Federation  for 
ome  time  and  we're  now  the  fil'th  largest 
elecommunications  gi-ouj)  in  the  world. 

It's  a  position  we've  attained  by  steadily 
uilding  up  partnerships  with  o\xr  fifty 
idividual  gnjups,  including  over  a  dozen 
iovernments,  twenty  local  companies  and 
lore  than  twenty  fne  other  commiinications 
perators  worldwide. 


And  wlien  we  say  "■partnerships"  we 
mean  it.  If  the  situation  dem-  nds  it,  we're 
|)repared  to  accept  a  minority  sfi.  »-e. 

Alter  all.  it  allows  the  40.000  pc,  -le  who 
work  with  us  to  select  ideas,  expei .  nee, 
equipment  and  ew  n  skilled  personnel  fr.  m 
a  worldwide  menu. 

Take  the  mobile  netwol!^  set  up  recently 
by  our  colleagues  at  MTN  in  S(  iitli  Africa. 

Hecaiise  of  their  partnership  \\  i^h  Cable 
&  Wireless  they  were  able  to  trawl  the 
Fc(lcr;ition  I'or  systems,  ((iiiijjment,  advice 
and  even  key  j)ersoniiel. 

'I'hey  took  a  billing  system,  sales  and 
marketing  exj)erience.  and  technical  suj)port 
from  our  |)artners  in  tin  \  K  (Mercury)  and 
Bahrain  (Hateico). 

In  fact  they  had  so  much  support  from 
the  Fe( K-ration  tliat  they  were  able  to  get  the 
network  iiinning  in  a  record  fi\c  iiionths. 

Tiiat's  how  the  Federation  has  worked 
for  us.  Over  the  next  few  weeks  we'll  be 
shf)wing  how  it  could  work  for  you. 

It's  worth  a  read.  After  all,  your  l)usiness 
life  might  just  depend  on  it. 


THE  CABLE  &  WIRELESS  federation 

An  alliance  of  the  world's  most  creative  communica^ons  -  mpani  s. 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


A  MmiMUM-\^ME  STUDY 
WITH  MINIMUM  CREDIBILITY 


BAD  CALL: 

Slipshod 
research  is 
about  to  be 
honored.  Is 
that  because 
the  laughable 
findings  have 
friends  ]  high 
places  liiv  the 
Ov^l  Office? 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  of  the  Institute  for  Political 
Economy  and  Distinguished  Fellow  of 
the  Cato  Institute  in  Wash:/igton,  D  C. 


£f  newspaper  aci  'Uiits  can  be  believed,  the 
American  F  ujiomic  Assn.  intends  to 
award  it?  ■  <  ip  prize  to  an  economist  who 
does  not  'x  i-eve  in  the  law  of  demand,  the 
cornerst' of  economic  science. 
■  Prill  don  University  economist  David  Cai'd 
is  ari;iarently  due  to  receive  the  John  Bates 
Clark  Medal  next  Januaiy  for  research  con- 
cluding that  an  increase  in  the  minimum  wage 
does  not  cause  unemployment  and  may  even 
produce  an  increase  in  jobs.  President  Clinton 
has  based  his  case  for  a  hike  in  the  mini- 
mum wage  on  Card's  conclusion,  wliich  is  con- 
tradicted by  economic  theoiy  and  a  vast  accu- 
mulation of  empirical  evidence. 

Normally,  when  confronted  with  research 
results  that  challenge  a  basic  tenet  of  a  sci- 
ence, scientists  look  at  the  data  before  they 
proclaim  that  the  sky  is  falling.  But  not  Pro- 
fessor Card.  Even  more  curious,  neither  the 
reviewers  and  editors  of  The  American  Eco- 
nomic Review,  who  loished  Card's  results  to 
print,  nor  the  economists  who  selected  Card 
for  the  medal  examined  the  data  that  pro- 
duced the  counterintuitive  result. 

If  anyone  in  the  peer  review  process  had 
peeked  at  the  data,  it  would  have  been  obvi- 
ous that  something  was  seriously  amiss.  The 
association  would  have  spared  itself  and  Pro- 
fessor Card  the  emban-assment  that  comes 
fi'om  awarding  a  prestigious  prize  for  flawed 
results. 

Card  and  his  Princeton  colleague  Alan  B. 
Ki-ueger,  cuirently  chief  economist  for  Labor 
Secretaiy  Robert  B.  Reich,  drew  their  icono- 
clastic conclusion  from  data  they  collected 
from  telephone  interviews.  They  surveyed 
fast-food  establishments  in  New  Jersey  and 
Pennsylvania  before  and  after  an  80?  hike  in 
New  Jersey's  minimum  wage  in  1992  to  see  if 
emjjloyment  in  the  Garden  State  suffered  by 
comparison. 

MEDIA  CHORUS.  The  data  they  collected  are 
characterized  by  implausibly  large  employ- 
ment variations  in  the  same  establishments 
over  the  eight-month  period  between  their 
surveys  in  February  and  November,  1992. 
For  :  ;ample,  one  Wendy's  went  from  zero 
full-tinir  and  30  part-time  employees  (0/30) 
in  February  to  35  full-time  and  30  part-time 
employees  (35/30)  in  November.  Another 
Wc-tidy's  went  from  30/10  to  0/30.  One  Burger 
King  went  from  6.5/20  to  30/25,  while  another 
went  from  50/35  to  15/lS. 

The  anomalies  appear-  to  result  from  differ- 


ent people  answering  the  before-and-af 
telephone  inquiries:  In  each  case,  responde 
read  into  the  question  theu-  own  definitions 
employment  and  the  time  period  for  whici 
was  being  reported.  The  replies  may  h; 
ranged  from  employment  on  the  shift  dur 
which  the  telephone  sui-vey  took  place  to 
entire  payi'oll  period.  Moreover,  the  sun 
asked  about  the  number  of  workers  but 
the  hours  worked.  The  imprecisions  in  ds 
collection  would  have  warned  any  scieni 
against  putting  stock  in  the  results. 
DUNCE  CAPS.  Instead,  the  Clinton  Admii 
tration  and  its  media  allies  spoke  of  this  irr 
ai-ably  flawed  study  as  "Nobel  prize  materi 
to  cite  The  New  York  Times,  as  if  the  emj 
ical  evidence  accumulated  over  decades  me 
nothing.  Democrats  used  the  study  at  a  F 
22,  1995,  Joint  Economic  Committee  (j: 
hearing  to  impugn  the  integiity  of  witnes 
who  testified  that  a  higher  minimum  ws 
would  price  some  workers  out  of  jobs.  Rep 
sentative  Pete  Stai'k  (D-Calif.)  was  so  abus 
of  witnesses  who  disagi-eed  with  Card's  fi. 
ings  that  he  had  to  be  publicly  rebuked 
front  of  TV  cameras  by  jec  Vice-Chairn 
Jim  Saxton  (R-N.  J.). 

The  media  blitz  aroused  skepticism  amc 
many  economists,  including  my  fellow  coli 
nist  Gaiy  S.  Becker  (BW— Mar.  6).  Some 
them  put  the  Card-Ki'ueger  "study"  to 
test.  Michigan  State  University  Professor 
vid  Neumark  and  Federal  Resei-ve  econon 
William  Waschei-  acquired  the  actual  pay: 
data  from  fast -food  establishments  in  N 
Jersey  and  Pennsylvania.  The  payroll  d 
show  that  fast-food  employment  did  not 
crease  in  New  Jersey  after  the  minimi; 
wage  increase.  Instead,  it  declined  4.8%  n 
tive  to  the  control  group  in  neighbor 
Pennsylvania.  Thus,  unsmi)risingly,  the  law 
demand  still  holds. 

Since  few  in  the  field  of  economics  can 
lieve  that  the  cornerstone  of  their  edil 
could  be  undermined  by  such  flawed  data 
Card's,  serious  questions  aiise  about  the  qi 
ity  of  the  review  process  at  The  Amerii 
Econom  ic  Review  and  the  rigor  of  the  sel 
tion  process  for  the  awarding  of  the  J( 
Bates  Clark  Medal.  Political  correctn' 
seems  to  have  crept  into  the  inner  sanct 
of  the  AEA,  discrediting  its  scholarly  jour 
and  debasing  its  top  prize.  Unless  the  assi 
ation  cleans  up  its  act,  it  can  kiss  its  credi 
ity  good-bye. 
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N  Th.  "  WORLD  OF  INSURANCE  AND  FINANCIAL  SERVICE 


There  is  a  atmlxmy  that's  setting;,  itselj  apart  from  the 
jmpetut  )n  with  neu  rays  oj  thinking  and  new  standards  oj 
erfowuinrc.  That  con.  my  is  Fortis.  What  makes  Fortis 
ifferent  is  an  imafrimtiXi  ^jifnuach  to  prohlem  sohnng — a 
mstarit  quest  for  innovative  \i>iiitinns  to  meet  your  needs. 


These  sohitions  inehide  empkiyee  benefit  pkms  t/i^i-jn, 
bakinee  soUd  empk)yee  eoverage  ivith  a  carefully  nuinag-  Pj 
approach  to  cost  control,  bold  and  inventive  health  care  pkin^-.i^ 
life  arid  kmg  term  care  insurance  strategies  desi^ied  with  ti 
future  in  mind  and  mutual  funds  and  annuities  to  help  m£ 


to 


cunties  oflered  through  Fortis  Inves  ors.  Inc.  St  Paul,  m  55164  1-800-800-2638^  Insurance  contracts  are  issued  and  underwritten  by  Fortis  Benefits  Insurance  Company,  Woodbury,  MN  and  Kansas  City,  \\ 
ne  Insurance  Company.  Milwaukee.  Wl  and  in  New  York  State  First  Fortis  Life  Insurance  Company  Syracuse,  NY.  ©1995  Fortis,  Inc.  Fortis  and  ^lorHl" servicemarks  of  Fortis  AMEV  N.V.  and  Fortis  /  L, 


4ERE'S  SOMETHING  DIFFERENT  ON  THE  HORIZON. 


r  nu'cslmcnl  ohjcctwcs  and  /mitect  your  financial  juturc. 

Part  of  a  ivorldwide  financial  services  organization  165 
rs  old  and  $1 10  billion  strong,  Fortis  not  only  believes  in  the 
le  of  long  term  relationships,  but  also  understands  hoiv  they 
1  into  long  term  residts.  It's  this  approach  to  long  term 


thinking  that  Iuls  elevated  Fortis  to  one  oj  the  l.iigest  dwersijied 
financial  companies  in  the  world. 

To  find  out  more  about  the  Fortis  diifereyKe,  call  your 
independent  insurance  agent,  broker,  financial  consultant  or 
talk  to  the  people  from  Fortis  at 


■377-7282:; 
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SOLID  ANSWERS  FOR  A  CHANGING  WORLD 


JTUAL  FUNDS/ANNUITIES  •  LIFE  INSURANCE  •  HEALTH  CARE  PLANS  ■  LONG  TERM  CARE  •  EMPLOYEE  BENEFITS 


Economic  Trends 


BY  GENE  KORETZ 

A  MONETARY 
TURNING  POINT? 

The  birth  of  a  new  dollar  standard 


Behind  the  turmoil  afflicting  global 
cuiTency  and  financial  markets  in 
recent  months  and  the  Jolliirs  travails 
in  Europe  and  Asia,  econoniist  John  H. 
Makin  of  the  Americar  "  iterprise  Insti- 
tute discerns  an  in'  i,iiing  pattern.  "I 
think  we  ai'e  witne.s.smg  a  major  shift  in 
U.  S.  economic  t  aicy  vis-d-vis  Eui'ope 
and  Asia,"  ho  \ys,  "the  emergence  of  a 
monetary  unroe  Doctrine — a  hemi- 
spheric df  liar  standard." 

This  policy  shift,  claims  Makin,  is  im- 
plicit in  the  stance  of  the  Federal  Re- 
serve. Resisting  pressures  to  prop  up 
the  plunging  dollar  against  the  yen  and 
the  mark,  the  Fed  has  instead  empha- 
sized  the  trade- 


WHERE  THE  DOLLAR 
RIDES  HIGH 


ASIAN  CURRENCIES 


APERCENT  CHANGE  OVER 
PAST  YEAR 

DATA:  JOHN  H  KlAKIN 


weighted  dollar's 
stability  over  the 
past  year.  And 
surprisingly,  the 
stock  and  bond 
markets  have  re- 
sponded by  mount- 
ing rallies  in  spite 
of  the  dollar's 
weakness  against 
major  cuirencies. 

The  ii'ony  is  that 
the  dollai-'s  overall 
stability  comes 
from  its  strength 
against  the  shaky 
Canadian  doliaj-,  the  fallen  Mexican  peso, 
and  other  weat<  Latin  cuirencies.  In  pait, 
the  recent  U.  S  equity-  and  bond-mai'ket 
rallies  have  bet  i  fiieled  by  the  huge  vol- 
ume of  dollar^  rushing  out  of  Latin 
America  in  seaixl  of  a  safe  haven.  De- 
chnii!^  U.  S.  intere:  I  rates  relative  to 
rates  iii  Europe  and  ,l;ipan,  in  turn,  have 
fosterec  the  flow  of  short-term  cash  out 
of  dollai-s  into  yen  and  m;u-ks. 

The  otli  r  part  of  the  picture  is  the 
resilience  O;  ihe  LI.  S.  economy,  which  is 
entering  its  fifth  year  of  expansion  with- 
out excesses  and  obvious  price  pres- 
sures. By  adopting  a  hemispheric  stan- 
dard for  the  dollar  and  deferring  an 
interest-rate  hike,  says  Makin,  the  U.  S. 
is  sending  a  clear  message  to  Eiirope 
and  Japan:  It  will  neither  imperil  its 
major  trading  partners  to  the  North 
and  South  nor  jeopardize  its  own  ex- 
pansion to  keep  GeiTnan  and  Japanese 
cmrencies  from  appi-eciating. 


In  short,  the  U.  S.  has  confronted 
Germany  and  Japan  with  what  amounts 
to  a  competitive  dollar  devaluation.  And 
this  sirategy  is  already  boosting  the 
prospects  of  U.S.  exporters  to  Europe 
and.  Japan  while  undemiining  the  com- 
[letitiveness  of  European  and  Japanese 
exports  to  America  and  other  nations 
vdth  ciuTencies  tied  to  the  dollar 

Pushed  too  far,  warns  Makin,  this 
"devaluation"  could  feed  on  itself,  touch- 
ing off  a  wholesale  run  on  the  dollar, 
with  calamitous  consequences  for  the 
world  economy.  But  pushed  just  far 
enough,  it  could  propel  Germany  and 
Japan  to  further  loosen  their  highly  re- 
stnctive  monetary  policies  and  convert 
their  current  hesitant  recoveries  into 
the  full-fledged  global  expansion  observ- 
ers have  long  anticipated. 


U.S.  EXPORTS' 
STRONG  SUIT 

Services  should  lead  the  parade 

Although  the  gi'eenback's  weakness 
and  economic  growth  overseas 
should  help  triin  the  widening  U.  S. 
merchandise  trade  deficit.  Jack  W.  Lav- 
ery  of  Menlll  Lynch  &  Co.  argues  that 
it  is  Amenca's  surging  sei-vices  exports 
that  should  really  take  off. 

The  reason:  Compared  with  goods, 
the  export  of  sei-vices — including  travel, 
financial  transactions,  insurance,  royal- 
ties, and  fees — is  more  concentrated  in 
areas  where  cuirency  shifts  and  eco- 
nomic momentum  are  enhancing  Amer- 
ica's trade  prospects.  Last  year,  for  ex- 
ample, while  Latin  America  and  Canada 
accounted  for  one-third  of  U.  S.  trade 
in  goods,  some  thi"ee-fourths  of  Ameri- 
ca's gi'ovdng  $60  billion  trade  sui'plus 
in  services  was  racked  up  in  Western 
Eui-ope,  Japan,  and  Southeast  Asia. 


OFFICE  RENTS: 
UP,  UP,  AND  AWAY 

They're  soaring,  especially  in  Asia 

Surging  economies  in  developing  Asia, 
cuirency  shifts,  and  a  general  global 
upswing  are  buoying  dollar  rents  for 
prime  office  space,  reports  Colliers 
International,  a  real  estate  consultant 
and  brokerage. 

Hong  Kong,  Tokyo,  and  Bombay,  says 
Colliers,  are  now  the  world's  priciest 
markets,  commanding  effective  annual 
rents  (including  operating  costs,  taxes. 


and  landlord  concessions)  of  $103  to  $V'n 
per  square  foot.  Rounding  out  the  tod 
10,  wth  rents  fi-om  $54  to  $90  per  set 
ft.  are  Beijing,  Shanghai,  Guangzho'; 

WHAT  SPACE  COSTS 
AROUND  THE  GLOBE 


$123.« 


$103.48 


$90.43 


SINGAPORE 


PARIS  $54.20 


RIO  DE  JANEIRO 


$52.88 
$48.83 


EFFECTIVE  ANNUAL 
RENT  IN  CENTRAL 
BUSINESS  DISTRICT' 

DOLWRS  PER  SQ.  FT. 


J  $28.33 
l?b'AV»IJ!l  $27.72 
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London,  Singapore,  Osaka,  and  Pari| 
Cheapest  in  Colliers'  survey,  with  «| 
fective  rents  of  $9.42  to  $11.04  per  s^ 
ft.,  are  Edmonton  and  Calgai'y,  Alt;!j; 
and  Perth,  Western  Australia.  Ameria* 
downtown  effective  office  rents  ranj 
fi'om  a  high  of  $32.73  in  Washington  toj 
low  of  $12.80  in  Houston. 


WIVES  RRING 
HOME  THE  RACOl 

Men  are  no  longer  the  mainstay 

Not  too  many  decades  ago,  a  mark 
capability  as  a  breadwinner  was|, 
prime  consideration  for  women  siziri 
up  potential  husbands.  Today,  men  ail 
increasingly  apt  to  apply  that  san| 
yardstick  to  future  waves. 

As  a  recent  study  by  Aimee  R.  Dec 
ter  of  the  University  of  Wisconsin  ai 
Pamela  J.  Smock  of  the  Llniversity 
Michigan  shows,  back  in  1963  three  oi 
of  four  husbands  provided  at  least  70 
of  a  couple's  eaiTiings.  By  1992,  howev< 
almost  half  of  all  marriages  in  whi( 
the  wife  was  18  to  44  and  the  husbar 
was  present  were  "co-provider"  imior 
Each  spouse  contributed  31%  to  69% 
their  joint  earnings. 

As  a  result,  the  average  income 
manied  couples  rose  substantially  du 
ing  the  three  decades — from  $35,000 
$50,000  (in  1992  dollars)  for  whites  ar 
fi-om  $22,000  to  $41,000  for  blacks.  Pes 
ing  the  smallest  gains  were  couples 
traditional  marriages,  where  only  tl: 
husband  brings  home  the  bacon. 

In  fact,  by  1992  the  wives  contribut* 
an  average  of  36%  in  dual-eamer  fair 
lies.  And  in  43%-  of  such  families,  the 
were  the  pi-ime  breadwinners- — enablir 
their  households  to  match  the  incom< 
of  couples  in  traditional  mamages. 
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Five  years  ago  it  toolc  intelligence, 
vision,  and  courage  to  choose 
client/server  software. 


A.G.  Edwards  •  Airborne  Express  .  Akda  of  Aust 
Bell  +  Howell  «  Betz  Laborarories,  Inc.  •  Black  &  L 
'  •  Burroughs  Wellcome  Co. 

Geigy  Corp.,  Crop  Protection  Dn-.  .  Cervecena  Po  [ 
Trea.-ury  Boar  J  of  Canada  •  Eveready  Battery  Comp 
^'  Gerber  Products  Company  •  J.  Paul  Getty  Trust  • 
of  Commons  -  Canada  •  John  Hancock  Financial  S 
Co.  •  Lotus  Development  Corp.  •  McCaw  Commun: 

•  Mitsubishi  Semiconductor  America  •  Monsanto  Co 

•  The  New  Eiigland  •  Nova  Scotia  Power  Inc.  •  Ow( 
Shell  Oil  Company  •  Siemens  Rolm  Communication;  4 
Gas  Company  •  The  Southern  Company  •  Sun  Compj 
.  icorporated  •  The  Trane  Company  •  Turner  Broadc 
C  lumbia  •  Westinghouse  Hanford  Company  •  York  L 
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takes  a  lot  less 
courage. 


These  organizations  tool<  an  important  step  when  iiDytt 
they  made  the  move  to  client/server  and  chose  j  fi- 
PeopleSoft.  They  paved  the  way  for  today's  visionarie^  iutit 
by  proving  PeopleSoft  solutions  worl<  in  every  i  f5,w 
industry  worldwide.  ! 

Today,  what  could  be  safer  than  going  with  the 


•  Co„t,ne,„.l  Gr.„„  0,m,-,„,  .  „ 

Equitable  .  GATX  Con,      ■      '  ^"  ' "  ^™"ce  and 

^  v^oi7^( )ration  •  GE  PnntVoi  c 

^^^pitai  Serv  ces 

Cmart  Corporation  •  LorL-h.  -i  t-  , 

•  Pepsi  Cola  .  Sequenr  P  ^ 

^quent  Computer  Sv^^temc  T 
-Aerr.  CWorma  Ed,son  Co  * 
Sybase,  Inc.  .  SVXTEX  USA  .  T 

he  Turner  Corporation  .  The  I  "  ''^"'^""^ 

^^'vers.ty  of  British 


We  listen. 
Wf  hustle. 
We  deliver. 

You'll  see. 


any  that  pioneered  -  and  has  become  a  world 
in  -  client/server  applications?  For  enterprise- 
iolutions  in  finance,  distribution,  and  human 
ces,  we  suggest,  for  once,  you  follow  the  crowd 
Dre  information  call  1-800-947-7753. 
lail  us  at:  info@peoplesoft.com. 


Is  Your  Company's  Performance 
Up  To  Global  Speed? 


The  1995  Business  Week  Forum  of  Chief  Financial  Officers 

Driving  Superior  Global  Performance 

Today,  it's  the  CFO  who's  shaping  up,  shmming  down,  and  improving  corporate  performance.  Join 
Business  Week  and  the  chief  financial  officers  of  the  world's  most  prestigious  corporations  for  face-to-face 
interaction  and  discussion  on  how  today's  CFOs  are  preparing  their  companies  for  global  competition. 


May  3-6,  1995 

La  Cosi  ^  Resort  &  Spa 

San  Dieg'.  <,  CA 

At  the  America's  Cup  '95  Challenge 
Featured  sp  akers: 

Larry  King,  H.  st  of  CNN's  Larry  King  Live 
Dr.  I  K.  Prahala  i,  co-author,  Competing  for  the  Future 
Karl  \\    von  der  f  ]>yden,  formerly  RJR  Nabisco  CFO 
and  Ni   allgesellschaft  CEO 


In  association  with: 

American  International  Group,  Inc. 
AT&T  Capital  Corporation 
Credit  Suisse/CS  First  Boston 
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KPMG  Peat  Marwick  LLP 
Milliman  &L  Robertson 
SAP  America,  Inc. 
Volvo  Cars  of  North  America 


With  support  from: 

The  State  of  Iowa 


Don't  miss  this  important  gathering.  Qualified  delegates  are  CFOs  of  the  world's  largest  corporations. 
For  registration  information,  please  call  Julie  Terranova,  phone:  (212)512-2184,  tax:  (212)512-6281. 
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HE  FED  MAY  KEEP  THE  ECONOMY 
IN  CRUISE  CONTROL 
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WAGE  GROWTH 
STRUGGLES  TO  RISE 


91  '92  '93  '94  '95 
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Policymakers  at  the  Federal 
Reserve  do  not  wander  unin- 
ed  into  one  another's  offices — it's  considered  bad 
m.  But  nowadays  when  they  meet  by  chance  in  the 
Iways,  the  central  bankers  may  well  exchange  some 
f-congratulatory  small  talk.  After  all,  their  desire 
slower  economic  growth  is  panning  out.  And  the  lat- 
price  data  show  no  threat  from  inflation, 
ndeed,  the  U.  S.  may  enjoy  another  year  of  having 
cake  and  eating  it  too.  Growth  is  slowing,  but  it's 
1  strong  enough  to  generate  jobs.  At  the  same  time, 
ation  is  barely  cutting  into  buying  power 

Of  course,  there  are  a  few 
hazards  in  the  outlook.  The 
greater  risk  this  year  appears 
to  be  less  growth  rather  than 
more  growth.  Although  some 
regions  will  experience  labor 
shortages,  generally  softer  hir- 
ing in  1995  will  reduce  job- 
market  pressures  and  temper 
union  pay  demands.  So  wage 
growth  will  remain  modest 
(chart).  And  slower  income 
wth  will  restrain  consumer  demand,  still  the  key  sec- 
of  this  economy. 

mother  risk:  Flagging  consumer  spending  and  the 
den  drop-off  in  exports  to  Mexico  have  pushed  up 
entories  sharply.  Economists  at  Merrill  Lynch  & 
estimate  that  inventories,  as  tallied  in  the  real 
ss  domestic  product,  grew  by  some  $80  billion  last 
rter,  perhaps  the  largest  increase  in  postwar  histo- 
That  means  real  GDP  grew  closer  to  3%  than  2%, 
final  demand  was  weak,  setting  the  stage  for  output 
5 — and  slower  growth — later  on. 

E  FED  IS  LIKELY  to  tolerate  GDP  gi'owth  from 
ess  inventories  because  it  is  not  inflationary.  More- 
r,  other  data  suggest  the  Fed's  15-month  strategy  of 
ng  interest  rates  is  succeeding.  Nonfarm  payrolls 
iv  by  203,000  in  March,  fai-  below  the  286,000  pace  in 

previous  six  months,  and  consumer  prices  rose 
i  in  March,  while  producer  prices  were  unchanged, 
'he  March  data,  with  theii"  implications  for  weaker 
istrial  output,  income  growth,  and  consumer  spend- 

tilt  the  odds  toward  no  action  by  the  Fed  at  its 
t  policy  meeting  on  May  23.  If  so,  that  would  be  the 
.  time  since  the  Fed  began  hiking  rates  in  February, 
4,  that  the  central  bank  has  held  two  consecutive 
itings  without  raising  rates. 


Lurking  in  the  background,  however,  is  the  imploding 
dollar.  The  Bank  of  Japan  and  the  German  Bundesbank 
continue  to  attempt  to  shore  up  the  dollar  against 
their  respective  currencies.  And  while  the  Fed  will 
not  raise  rates  solely  to  strengthen  the  U.  S.  currency, 
the  central  bank  must  be  concerned  about  the  inflation 
implications  of  a  sagging  dollar 

A  weak  currency  hfts  the  prices  of  imports.  And 
with  foreign-made  items  commanding  one-quarter  of 
U.  S.  goods  demand,  a  broad  rise  in  import  prices  could 
have  a  significant  impact  on  U.  S.  inflation.  In  February, 
the  prices  of  nonpetroleum  imports  were  up  4.4%  from 
a  year  ago,  a  sharp  acceleration  from  1.8%  in  February, 
1994.  Monthly  data  go  back  only  to  1990,  but  quarterly 
numbers  suggest  that  import  inflation  is  running  at 
its  fastest  rate  in  more  than  six  years. 

BY  CONTRAST,  the  overall  consumer  price  index  was 
up  only  2.9%  in  the  year  ended  in  March.  Excluding 
food  and  energy,  the  core  CPi  in  Mai'ch  rose  0.3%  fi»om 
Febraary  and  is  up  just  3%  from  a  year  ago. 

Nearly  all  categories  posted  modest  increases  in 
March.  Apparel  prices  were  flat  and  are  down  fi"om  a 
year  ago.  Food  prices  were  also  tame,  but  the  Califor- 
nia floods  may  push  up  fruit  and  vegetable  prices  this 
spring.  And  medical  costs  remained  moderate.  Inflation 
for  1995  seems  unhkely  to  exceed  3.5%. 

The  flat  reading  in  the  pro- 
ducer price  index,  after  in- 
creases of  0.3%  in  each  of  the 
prior  thi-ee  months,  is  another 
sign  that  price  pressures  re- 
main scant.  Prices  of  food  and 
energy  fell  last  month,  but 
even  excluding  those  two 
components,  the  core  PPI  was 
up  just  0.1%.  In  the  flrst 
quarter,  prices  for  both  the 
total  PPI  and  the  core  index 
were  up  by  about  1.7%  from  a  year  ago. 

Can  such  good  behavior  last?  Probably.  The  only 
sign  of  growing  pressui'e  comes  from  intermediate  ma- 
terials and  supplies  used  to  make  finished  goods  (chart). 
Intermediate  goods  prices  rose  0.3%  in  M;irch,  with 
core  prices  up  0.4%,  after  1%  advances  in  January  and 
February.  The  big  price  jumps  have  been  in  plastics, 
paperboard,  and  construction  materials. 

Over  the  past  year,  prices  of  core  materials  have 
risen  6.8% — far  eclipsing  the  inflation  pace  of  finished 
goods.  But  that's  because  few  manufacturers  have  been 


ARE  PRICE  HIKES 
IN  THE  PIPELINE? 


■92         '93         '94  '95 
▲  PERCENT  i.HANGE  FROM  A  YEAR  AGO 
DATA:  LABOR  DEPT.  BUSINESSWEEK 


Business  Outlook 


able  to  pass  along  those  steep  markups.  And  if  de- 
mand continues  to  moderate,  they  might  not  be  able  to 
do  so  in  1995,  either,  at  least  not  in  the  U.  S. 

ONE  OF  THE  KEY  SIGNS  for  demand  is  job  growth. 

Until  now,  the  employment  data  did  not  signal  much  of 
an  economic  slowdown.  The  Marc!'  I'eport  changes  that. 

In  fact,  the  numbers  show  that  job  gains  began  to 
slow  a  year  ago  (chart).  Businesses  added  an  average  of 
239,000  jobs  per  month  last  quarter,  way  below  the 
309,000  in  the  fourth  (|uaiter.  The  jobless  rate  was  ba- 
sically flat  last  month,  edging  up  to  5.5%  from  5.4%. 

Other  tidbits  in  t)  i  •  report  suggest  that  the  slowdown 
is  not  a  one-shot  'ieal.  Only  55.6%  of  industries  added 
workers  last  r"  .ith,  the  fewest  in  years.  The  work- 
week was  I  nanged  at  34.5  hours,  while  a  fall  in 
overtime  If  to  a  12-minute  drop  in  the  factory  week. 
Less  woi  k  time  usually  precedes  less  hiring. 

The  mix  of  hiring  also  suggests  job  growth  is  slow- 
ing. Construction  payrolls  rose  58,000.  But  March's 
warm  weather  helped  hiring  in  the  building  sector,  so 
the  increase  probably  won't  be  repeated  in  coming 
months.  Manufacturing  jobs  fell  4,000  in  March,  and 
slots  at  temporaiy-help  agencies  decUned  by  a  large 
35,000 — the  first  drop  in  three  years. 

The  declines  in  both  factory  jobs  and  hours  suggest 
industrial  production  stmggled  in  March.  That  weakness 
reflects  the  buildup  in  inventories  in  the  first  two 


BRITAIN 


THE  SLOWING  TREND 
IN  JOB  GROWTH 


months  of  last  quarter.  In  January  and  February,  inv( 
tories  in  manufacturing  and  wholesale  trade  gi"ew 
the  fastest  two-month  pace  in  WA  years.  Drawi 
down  those  stockpiles  will  keep  future  gains  in  indust 
al  production — and  jobs — to  a  minimum 

Slack  job  markets  also  dim  the  prospects  for  higl- 
wages.  The  average  nonfarm  wage  rose  0.3%  in  Mari 
to  $11.33  an  hour.  In  the  year  ended  in  the  first  qu; 
wages  grew  2.6%,  below  the  pace  of  inflation 

Of  course,  modest  wage 
gains  keep  the  inflation  out- 
look bright.  That's  cmcial  be- 
cause data  on  output  growth 
and  total  houi's  worked  in  the 
economy  suggest  productivity 
rose  very  little  last  quarter. 
So  improved  productivity  did 
not  offset  wage  gains  and  tem- 
per unit  labor  costs. 

However,  without  income 
growth,  consumers  cannot  lift 
their  spending.  And  household  purchases  remain  t 
economy's  major  power.  Balancing  the  forces  of  econo 
ic  growth  and  inflation  always  has  made  the  Fed's  j 
tough.  But  right  now,  the  central  bank  seems  to  ha 
the  right  combination  in  place.  That's  why  poiic>TTiak( 
may  just  stand  pat  on  pohcy  for  a  while,  keep  their  1 
gei"s  crossed  on  the  dollar,  and  watch  how  1995  unfol 


ir94     III  IV 
ATHOUSANDS,  MOMTHLY  RATE 

DATA:  lABOR  DEPT.,  BUSINESS  WEEK 


A  LESS  STERLING  FIRST  QUARTER 


The  British  economy  is  flashing 
slowdown  signals.  Factory 
output,  retail  sales,  and  housing 
starts  SI  '-g-est  that  first-cjuarter 
economic  gTowth  will  barely  reach 
1%,  after  ijosting  a  3.8%  advance 
in  1994.  Huvvever, 
while  last  quarter's  lull 
suggests  a  c;  iler  econ- 
oi  y  this  yeaj,  analysts 
see  ,  Towth  reb  nmding 
this  larter — an  !  an- 
othei  iterest-rate 
hike  St   ns  Ukely  by 
midyeai 

The  January  and 
February  wealoiess  in 
industrial  pn^.  Auction, 
which  puts  fii'st-quai'ter  output 
below  the  fouith  quarter,  looks 
temporary,  given  the  vibrant  tone 
of  the  latest  Confederation  of 
British  Industry  survey.  Exports 
still  power  the  expansion,  while 
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tight  capacity  and  strong  profits 
are  boosting  equipment  spending. 
Sterling's  recent  dechne  will  add 
more  fuel  to  exports. 

But  while  Corporate  Britain 
bubbles,  Household  Britain  re- 
mains flat.  Average 
earnings  growth,  at  a 
3.5%  annual  rate  in 
February,  is  modest. 
Higher  taxes  and 
interest  rates  have 
depressed  incomes 
and  confidence.  Labor- 
market  improvement 
clearly  slowed  in 
March,  as  unemploy- 
ment fell  by  only 
20,500.  And  the  Apr.  6  tax  hikes, 
which  cut  deductions  on  mortgage 
and  marriage  allowances,  follow 
earlier  hefty  hikes. 

A  sour  voter  mood  is  hurting 
Prime  Minister  John  Major's  Con- 
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servative  government,  recently 
routed  in  Scottish  local  elections. 
Talk  of  tax  cuts  in  the  Novemberi 
budget  is  gi'owing. 

Still,  the  Treasury  and  the  Ba: 
of  England  remain  committed  to 
low  inflation.  The  overall  economyj 
still  has  some  slack,  but  price  prei 
sui-es  are  rising.  Core  producer 
prices  at  the  factory  gate  in  Man 
were  up  3.9%  from  a  year  ago,  thi 
fastest  in  3%  years.  Unit  labor 
costs  grew  faster  in  February.  An 
while  retailers  are  squeezing  mar- 
gins to  hold  down  prices,  retail  in- 
flation has  picked  up,  fed  by  mort- 
gage costs  and  taxes. 

A  weak-looking  first  quarter  ' 
may  not  prevent  a  fourth  rise 
since  September  in  base  rates, 
fi-om  6.75%,  as  the  monetary  au- 
thorities stick  to  their  1996  goal 
of  infiation  below  2.5%.  But  it  jus| 
might  put  a  fifth  hike  on  hold. 
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You'd  be  surprised  what  you  can  see  from  22,000  miles  above 
the  surface  of  the  earth.  If  you  looked  through  the  eyes  of 
UPS,  you'd  see  the  millions  of  packages  we  ship  around  the 
world  each  day.  All  due  to  one  of  the  most  advanced  tracking 
systems  you  can  find.  UPS  TotalTrack'  It  lets  you  get  up-to 
the-minute  status  of  your  package  over  the  phone  or  on  your 
computer.  24  hours  a  day.  7  days  a  week.  Fact  is,  when  you  do 
business  in  every  corner  of  the  globe,  it's  easy  to  lose 
sight  of  things.  But  with  UPS,  your  package  won't 

be  one  of  them.  MOVING  at  the  SPEED  of  business: 
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Can  Kerkorian 
and  lacocca  really 
pull  off  their 
bombshell  bid? 


For  Bob  Eaton,  it  was  as  if  one  of 
his  company's  slick  new  sedans 
had  just  blown  a  isket  going  into 
a  fast  curve. 
Cliryslei'  Coi-p.'s  •  locky  chaimian  was 
in  New^  York,  rs  Lixing  in  the  Chrysler 
suite  at  the  t(y  .  Waldorf-Astoria  hotel 
on  the  eveni  ^  of  Apr.  11  when  a  call 
came  througn  from  Kirk  Kerkorian,  the 
company's  biggest  shareholder.  The  77- 
year-old  investor  announced  that  he  and 
former  Chrysler  Chairman  Lee  A.  la- 
cocca were  planning  to  lead  an  a.stound- 
ing  $20.5  billion  effort  to  take  over  De- 
troit's No.  3  auto  maker. 

A  stunned  Ea- 
ton abniptly  can- 
celed a  long- 
scheduled  speech 
at  the  New  Yoi'k 
Auto  Show.  In- 
stead, he  hopped 
an  early-morning 
flight  to  Detroit 
to  huddle  with 
his  board  and 
map  strategy. 
Their  eventual 
response:  Chrys- 
ler Corji.  is  not 
for  sale.  Added 
Eaton  in  a  statement:  "We  dun't  want  to 
put  Cluyslei-  at  risk.  We've  worked  hard 
to  build  this  company's  financial 
strength." 

"STRICTLY  AN  NVESTOR."  Eaton  wasn't 
the  only  one  pu-  off  by  the  audacious 
gan:')it  of  Kerkd.-ian  and  lacocca.  The 
pair  -  '  V  they  will  pay  $55  a  share  for 
the  90'  of  Chrysler's  415  million  shar'es 
they  d>  -ot  ah'eady  own.  Neither-  plans 
to  incre  his  stake  in  the  company. 
Rather,  tii-v  hope  to  use  $5.5  billion  of 
Chrysler-'s  .;\vn  cash,  plus  $8  billion  in 
new  equity  ;ind  $10.7  billion  in  bank 
loans  and  otiiei'  borrowing  to  finance 
the  deal.  "If  Ke)-korian's  got  [financing], 
Chrj'sler-  is  history,"  says  veteran  Wall 
Street  arbitrageur  Geor-ge  A.  Kellner- 
of  Kellner,  Dileo  &  Co.  But  Kellner-  and 
other  arbs  noted  that  no  shr-ed  of  si)ecif- 
ic  financing  plans  was  evirlent — no  bank 
commitments  or  even  one  of  the  "highly 
confident"  letter-s  that  1980s-style  r-aid- 
ers  produced  to  i-eassure  investors  that 


Why 
Chrysler 
Is  Looking 
So  Juicy 


they  could  line  up  money  in  the  end. 

Of  course,  the  Ker-kor-ian  announce- 
ment touched  off  a  fr-enzy  among  Wall 
Str-eet  dealmakers.  Ker-korian's  Tr-acin- 
da  Corp.  quickly  hired  Bear,  Stear-ns 
&  Co.  as  its  adviser.  Other  bankers, 
meanwhile,  scrambled  to  sign  up 
Chr-ysler.  Ever-yone's  r-unning  around 
tr-ying  to  wor-k  the  number's  and  fig- 
ur-e  out  what  to  pitch,  said  the  head  of 
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loan  syndication  at  a  major  baa 

lacocca,  who  until  lately  had  bef^jtirj 
mainly  dabbling  in  gambling  inves'ji.j 
ments,  claims  Ker-kor-ian  can  "easilj -(„(|,p 
pull  together-  financing  for  the  deal  ar'.i  j^, 
contends  that  the  whole  thing  can  iLj^ 
done  without  impau-ing  the  auto  maker  |f.j|, 
financial  str-ength.  Mor-eover,  he  saysY,,|, 
he  and  Ker-kor-ian  have  no  intention  m 
inter-fer-ing  with  Eaton  and  the  rest 
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rysler's  management  team.  "I'm 
ictly  an  investor,"  lacocca  says.  "I 
5nd  to  do  nothing  more  than  advise" 
company. 

But  eveiyone  fcom  arbs  to  big  share- 
ders  to  suppliers  has  questions  about 

real  motive  behind  the  Kerkonan/ 
occa  bid.  Chiysler's  shares  jumped 
0,  to  $49,  on  the  news  on  Apr.  12 — 

12%  below  Kerkorian's  offering  price. 


Wall  Street  and  others  are  wonied  that 
the  offer  could  end  up  saddling  Cliiysler 
with  a  huge  debt  burden — either  from 
fending  off  Kerkorian  or  as  part  of  the 
financing  for  his  bid.  "The  whole  thing 
lends  itself  to  a  sanity  check,"  says  one 
investment  banker.  Indeed,  hours  after 
Kerkorian  made  his  offer.  Standard  & 
Poor's,  Duff  &  Phelps,  and  other  rat- 
ings agencies  put  Chrysler's  debt  on 


watch    for   a   possible  downgi'ade. 

Key  money  managers  are  speculat- 
ing that  Kerkorian's  actual  goal  may  be 
to  entice  Chiysler  to  buy  him  out  at  a 
premium — a  classic  greenmail  attempt. 
Kerkorian  began  accumulating  Chiys- 
lei'  shares  five  years  ago  at  an  average 
of  $12  each,  when  Chiysler  was  in  deep 
financial  trouble.  Since  last  November, 
he  has  been  actively  kibitzing  Chrysler 
management — suggesting  strategic 
changes  meant  to  drive  up  the  compa- 
ny's stock  price. 

Why  not  simply  sell  his  shares,  and 
cash  in  now?  Michael  Bradley,  a  Univer- 
sity of  Michigan  finance  and  law  pro- 
fessor, notes  that  Kerkorian  would  face 
a  huge  ca])ital-gains  tax  on  such  a  move. 
Better  to  try  to  force  Chiysier  to  cut 
him  a  special  deal. 

Such  a  scenario  becomes  immaterial  if 
Kei-korian's  offer  sets  off  a  bidding  war 
for  Chrysler.  Potential  buyers?  Some 
analysts  speculate  that  a  foreign  car- 
maker, looking  for  a  huge  leg  up  in  the 
U.S.  auto  market,  could  step  in  with  a 
higher'  bid. 

Ther-e's  a  pret- 
ty good  chance 
that  Kerkorian's 
move  could  kick 
off  a  round  of  ne- 
gotiating, bids, 
and  counter-bids. 
Some  Wall  Street 
analysts  believe 
that  the  compa- 
ny's expected  $4 
billion-plus  in  an- 
nual earnings 
during  the  next 
several  years 
makes  it  worth  up  to  twice  what  Ker- 
korian is  offering.  And  if  the  company's 
boarxl  decides  to  institute  a  poison-pill 
pr-ovision,  the  cost  of  a  takeover-  would 
almost  certainly  double. 
SLUMP  AHEAD?  Ker-korian's  biggest  risk 
could  be  that  his  bid  will  pr-evail.  With 
his  iffy  financing,  Ker-korian  could  be 
forx-ed  to  badly  deplete  Chrysler's  cash 
in  order-  to  complete  the  deal.  The  re- 
sulting debt  bur-den  on  the  company  is 
an  unsettling  pr-ospect,  since  car  and 
ti-uck  sales  so  far  this  year  have 
slumped  4%  and  auto  makers  have  di- 
aled back  sales  for-ecasts.  If  the  industry 
goes  into  one  of  its  cyclical  slumps  in 
1996  or  1997  (page  37),  Chrysler  will 
need  big  money  to  sur-vive:  It  reduced 
its  cash  cusliion  by  $4  billion  during  the 
steep  slump  of  the  ear-ly  1990s.  Eaton 
ar-gTjes  that  the  company  needs  a  hoard 
of  at  least  $7.5  billion  to  weather  the 
next  slump — about  what  it  had  on  hand 
at  the  end  of  1994  (charts).  But  Ker- 
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_  Sure,  Kerkorian  is  out  to  cut  a  deal,  say 
skeptics--a  greenmail  deal.  There  is  no 
question  that  for  months  he  has  been  agitating 
for  Eaton  to  push  the  company's  stock  price  up 


korian  and  lacocca  contend  that  $2.5 
billion  would  be  enough,  if  augmented 
by  the  company's  untouched  $2.5  billion 
credit  line. 

Even  if  car  sales  hold  steady,  a  buy- 
out could  badly  drain  Chiysler's  cash. 
Kerkorian  figures  $10.7  billion  in  new 
debt  would  cost  $1.1  billion  in  interest 
annually,  at  current  rates.  The  $650  mil- 
lion Chrysler  currently  pays  in  divi- 
dends would  cover  part  of  the  cost,  and 


CHRYSLER  CEO 
EATON:  lacoccti 
says  the  top 
brass  would  be 
left  in  place 


the  tax  write-off  on  interest  payments 
would  help,  too.  But  the  $2.5  billion  or 
so  in  preferred  stock  Kerkorian  figures 
to  sell  to  a  small  gi'oup  of  unnamed  in- 
vestors would  likely  cairy  an  additional 
dividend.  And  a  significant  increase  in 
debt  could  cramp  the  company's  financial 
flexibility.  "You  can  cancel  dividends," 
says  a  fomier  top  Chiysler  executive. 
"Debt  has  to  be  paid." 

Then  there's  the  difficulty  of  rounding 


Critical  Challenges 


up  the  huge  lo£ 
Kerkorian  needs 
make  his  deal 
Steve   Miller,  vi< 
president    of  Lc 
Pricing  Corp.,  a  N 
York  firm  that  tracks  the  loan  markfcim 
figures  Chiysler  would  have  a  hai-d  ti 
coiralling  as  much  as  $11  bilUon  in  b£ 
loans.  But  if  its  credit  rating  remains 
BB  or  better — vs.  A-  for  the  com; 
ny's  senior  debt  row — it  "might  be  a 
to  raise  $5  billion  to  $7  billion  in 
syndicated  bank-loan  market,"  Mil 
figures.  That  assumes,  of  course,  t' 
Kerkorian  &  Co.  can  soothe  the  iitti 
at  nervous  debt-rating  agencies. 
OVERSEAS  KNIGHT.  Finding  a  whr 
knight  partner  would  help.  Alex  Yenlflu 
nidjian,  a  top  Kerkorian  aide  at  Trac  iboti 
da,  says  Kerkorian  has  pulled  togethej  On 
"short  list"  of  companies  he  intends 
contact  about  joining  the  deal.  Althou 
Yemenidjian  wouldn't  name  any  of  th(  ines 
there  are  potential  synergies  betwe  M 
Chrysler  and  a  European  company  si 
as  PSA,  the  French  parent  of  Peug(  ^ 
and  Citroen.  Other  European  caiTnakt  (tock 
including  Volkswagen,  Renault,  and  F: 
already  have  said  they  are  unhkely 
get  involved  in  the  takeover. 

Then  thei-e's  Japan.  Analysts,  thouj  jfot 
beheve  a  hookup  with  a  Japanese  co  ^ 
pany  such  as  longtime  Chiysler  pa 
ner  Mitsubishi  Motors  Coip.  or  Hor  ^ 
Motor  Co.  is  less  likely,  given  cuirer  ^ 
and  economic  troubles  at  home.  On  t  jfjuf, 
other  hand,  the  dollar's  prolonged  c 
lapse  against  the  yen  would  make  si 
a  deal  dirt-cheap  for  a  Japanese  com]  |j 
ny.  Another  possibility,  says  Dean  A\ 
ter  Reynolds  Inc.  analyst  Ronald  ^ 
Glantz,  is  that  Kerkorian  could  ra: 
cash  by  selling  paits  of  Chiysler  to  a 
val.  "I  don't  know  if  anyone  wants  jjjj 
own  Chrysler,  but  they  certainly  wa 
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Chrysii  •  continues  to  be 
dogged  r.  defects.  Consum- 
er Repots  gives  its  Jeep 
Grand  Ciu  rnkee  a  reliabil- 
ity rating  ol  "niDch  worse 
than  average"   id  judges 
such  key  models  as  the 
Dodge  Intrepid  and  the 
Dodge  Caravan  as  "worse 
than  average." 


l!li'J'.l,lilJHII!lilJ:IJIin 

Chrysler  is  just  unveiling  a 
revamped  minivan.  But  the 
product,  No.  1  in  the  mar- 
ket, faces  tough  competi- 
tion from  Ford's  lineup  of 
vans.  And  fresh  versions  of 
Chrysler's  LH  family  sedans 
and  Dakota  pickups,  due  in 
the  1998  model  year,  v^ill 
have  to  sell  against  souped- 
up  rivals. 


SLUMP 


Softening  auto  sales  have 
raised  worries  that  the 
market  is  heading  into  a 
dovmturn.  Chrysler  and 
other  auto  makers  are  sus- 
ceptible to  big  losses  dur- 
ing a  recession,  when  high 
fixed-costs  siphon  profits 
and  cash  flow  needed  for 
new-product  development 
shrinks. 


NO  OVERSEAS  BOOST 


As  European  economies  re-ii 
cover,  Ford  and  GM  should 
get  a  boost.  But  Chrysler  , 
has  only  minimal  manufac- 
turing and  sales  operations 
abroad,  making  it  more  vul 
nerable  than  its  rivals  if  th( 
U.S.  economy  heads  into 
slowdown. 


eep,  and  they  certainly  want  minivans," 
[lantz  says. 

Although  the  risks  of  taking  Chrysler 
rivate  are  high,  lacocca  and  Kerkorian 
band  to  win  handsomely  if  they  can 
ull  it  off.  If  auto  sales  level  out  at  the 
urrent  pace  of  15.1  miUion  vehicles  a 
ear  and  stay  there  for  the  next  couple 
f  years,  the  duo  might  be  able  to  triple 
leir  investment  in  three  to  five  years. 


figures  analyst  Theodore  Shasta  of 
Loomis,  Sayles  &  Co.,  a  big  Chrysler 
shareholder.  That's  because  the  compa- 
ny's high-margin  Jeeps  and  minivans 
probably  will  generate  at  least  $2  billion 
in  free  cash  flow  annually  for  several 
years — even  after  $4  billion  annually  in 
planned  capital  spending. 

Chrysler  likely  will  put  up  a  strong 
fight  to  remain  independent.  In  Decem- 


ber, 1994,  right  after  Kerkorian  an- 
nounced a  wish  to  increase  his  Chrysler 
stake  above  10%,  the  company's  board 
reaffirmed  a  poison-pill  provision  de- 
signed to  thwart  just  such  hostile  bids. 
It  kicks  in  when  a  shareholder  moves  to 
take  over  more  than  15%  of  outstanding 
shares.  It  allows  other  shareholders  to 
acquire  additional  Chrysler  stock  at  a 
reduced  rate  and  dramatically  raises  the 


WHY  ARE  CAR  STOCKS  SELLING  AT  CLUNKER  PRICES? 


Plenty  of  investors  fume  when 
they  think  Wall  Street  isn't  giv- 
ing the  stocks  they  own  a  fair 
shake.  But  few  have  the  clout — or 
checkbook — of  a  Kirk  Kerkorian 
when  it  comes  to  doing  something 
about  it. 

On  Apr.  11,  the  day  before  Ker- 
korian's  $20.5  billion  bid,  Chrysler 
Corp.'s  stock  closed  at  39^ — just  four 
times  Wall  Street's  1995  earnings  es- 
timate of  $9.50  a  share. 
At  the  same  time,  the 
Standard  &  Poor's  500- 
stock  index  was  trading  at 
practically  17  times  earn- 
ings. "I  cannot  tell  you 
why  Chrysler  is  trading 
at  four  times  earnings," 
says  Alex  Yemenidjian,  an 
executive  at  Kerkorian's 
TVacinda  Corp.  "But  we 
propose  to  put  our  money 
where  our  mouth  is.  This 
undervaluation  gives  us 
an  opportunity  to  acquire 
the  company  without  any 
danger." 

CLOSING  THE  GAP.  By  the 

same  measure,  all  of  Mo- 
town is  a  bargain — even 
as  carmakers'  profits  hit 
record  levels.  Ford  Motor  Co.,  at  27, 
trades  at  about  five  times  its  project- 
ed earnings  of  $5.50  a  share.  General 
Motors  Corp.,  at  44,  has  a  price-earn- 
ings ratio  of  six,  based  on  forecasts 
of  $7.25  per  share.  Why?  Burned  in- 
vestors still  remember  gm's  $15  bil- 
lion in  North  American  losses  from 
1991  to  1993,  not  to  mention 
Chrysler's  second  brush  with  oblivion 
in  those  years.  And  the  more  bearish 
worry  that  softening  auto  sales  in 
the  first  quarter  signal  the  beginning 
of  the  end  of  the  boom. 

But  many  others  on  Wall  Street, 
while  paring  earlier  bullish  sales 
forecasts,  still  see  several  more 
strong  years  for  Detroit — equal  at 
least  to  last  year-,  when  U.  S.  car 
sales  soared  to  15.1  million  units. 


And  the  next  dowmtum,  when  it  ar- 
rives in  1997  or  1998,  will  be  differ- 
ent, they  argue.  This  time,  Detroit 
has  been  playing  the  hardworking 
ant  instead  of  the  spendthrift 
grasshopper:  no  crazy  diversifications 
into  aerospace  or  savings  and  loans, 
lots  of  cash  stored  away  for  rainy 
days,  and  continued  cost-cutting 
pressxires  to  keep  lean. 

To  boot,  the  Big  Three  virtually 

Zig  zags  in  Detroit 


PRICES  OF  THE  BIG  THREE  CARMAKERS'  STOCKS 


APR.  '92 
▲DOOARS 
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DATA:  BLOOMBERG  FINANCIAL  MARKETS 


have  closed  the  quality  gap  with  the 
Japanese,  who  are  struggling  vrith 
yen-induced  problems  of  their  own. 
And  Detroit  has  a  lock  on  the  fast- 
est-growing segment  of  the  car  mar- 
ket: light  trucks,  which  includes  mini- 
vans  and  sport-utility  vehicles.  "The 
market  doesn't  fully  recognize  how 
much  the  competitive  balance  has 
tipped  back  in  favor  of  the  domes- 
tics," says  Theodore  Shasta,  auto  ana- 
lyst at  Loomis,  Sayles  &  Co.,  a  big 
owner  of  Big  Three  shares.  "The  do- 
mestic manufacturers  are  as  strong 
as  they  have  been  in  30  years." 

Kerkorian's  move  on  Chrysler 
could  have  some  spillover  effects  on 
GM  and  Ford  shares.  Shasta  esti- 
mates that  Ford  could  rise  to  30,  and 
GM  to  about  50,  as  investors  figure 


that  savvy  player  Kerkorian  is  right 
about  auto  stocks'  valuations.  And  if 
Kerkorian  does  nab  Chrysler,  the 
buyout  wall  leave  investors  with 
some  spare  cash.  "If  you  suck  $20 
billion  out  of  Chrysler  and  put  it 
back  in  the  hands  of  investors,  some 
of  it  goes  into  Ford  and  GM,"  Shasta 
reasons.  The  two  bigger  car  compa- 
nies fetch  slightly  higher  multiples 
than  Chrysler  to  begin  with,  largely 
because  they  have  much 
larger  operations  over- 
seas— the  better  to  take 
advantage  of  Europe's 
emergence  from  recession 
and  blazing  markets  in 
countries  such  as  Brazil. 
TOO  ROSY?  Don't  look  for 
anything  approaching  the 
$9.50-a-share  pop  that 
Chrysler  shares  enjoyed 
on  Apr.  12,  though.  "I 
don't  think  you  could 
make  a  case  for  either 
General  Motors  or  Ford 
being  takeover  candi- 
dates," says  auto  analyst 
David  B.  Healy.  GM,  with 
a  market  capitalization  of 
$33  billion,  is  simply  too 
gargantuan  to  take  over — 
and  its  fitful  struggles  to  remake  itself 
are  still  likely  to  scare  off  potential 
suitors.  Ford,  vrith  its  $28  billion  mar- 
ket value,  is  a  behemoth,  too — and  the 
Ford  family's  control  of  a  40%  voting 
stake  is  an  additional  deterrent. 

Indeed,  there's  plenty  of  pessi- 
mism keeping  car-company  stocks 
close  to  earth.  A  manager  of  a  major 
Boston  mutual  fund  who  has  been 
seUing  auto  stocks,  including  some  of 
his  large  Chrysler  holdings,  thinks 
expectations  for  the  industry-  still  are 
too  rosy.  "The  cycle  is  going  to  be 
much  softer  than  expected,"  he  says. 
This  manager  seized  on  the  Ker- 
korian-induced  market  euphoria  to 
get  rid  of  more  Chrysler  stock.  Oth- 
er nonbelievers  certainly  vdll  follow. 
By  Kathleen  Kerwin  in  Detroit 


News:  Analysis  &  Commentary 


BUILDING  A  CIRRU! 

The  Plymouth,  is 
o  ne  of  a  string  of 
new  models 


^ , :  The  audacity  of  the  bid  for  Chrysler  was  matched  only 

by  the  paucity  of  detail  about  where  the  cash  to  do 
the  deal  would  come  from.  Still,  says  one  Wall  Street  arb, 
"If  Kerkorian's  got  [financing],  Chrysler  is  history" 


cost  of  a  takeover.  Kerkorian  has  said  in 
the  past  that  the  poison-pill  provision  is 
illegal  and  could  be  overtiuTied  in  comt. 
Yemenidjian  maintains  no  court  chal- 
lenge is  imminent.  But  if  one  materi- 
alizes, Chrysler  could  tie  up  the  matter 
for  weeks  or  months  while  it  looks  for  a 
white  knight  or  strengthens  other  defen- 
sive measures. 

For  Chrysle",  all  this  uncertainty 
comes  when  it  still  has  a  lot  to  prove. 
From  near-collapse  in  the  early  1990s,  it 
has  become  a  highly  profitable  cash  ma- 
chine. ^Vhile  continuing  to  dominate  the 
minivasi  ;narket,  it  has  spun  out  a  raft 
of  new  ,  (iels  such  as  the  Jeep  Grand 
Cherokee,  ihe  compact  Neon,  and  a  line 
of  nifty  sedans  that  includes  the  Chrys- 
ler Concorde  and  Eagle  Vision. 

But  big  doubts  remain  as  to  whether 
Eaton  can  maintain  Chiysler's  success 
over  the  long  haul.  Despite  a  drive  to 
improve  quality  launched  by  the  ceo 
last  year,  key  models  continue  to  be 
plag-ued  by  glitches  (table,  page  36). 
And  the  company  will  have  to  spend 
big  money  revamping  and  launching  key 
models.  Even  ambitious  plans  that  in- 
clude a  new  $750  million  V-8  engine  fac- 


tory in  Detroit  and  numerous  new  and 
redesigned  models  by  the  1998  model 
year  will  leave  it  vulnerable  in  some 
areas.  The  hot-selling  Grand  Cherokee, 
for  instance,  isn't  scheduled  for  a  rede- 
sign until  the  1999  model  year.  Mean- 
while, veteran  President  Robert  A. 
Lutz,  who  has  played  a  pivotal  role  in 
the  company's  comeback,  is  scheduled 
to  retire  in  1996. 

NERVOUS  NELLIES.  Some  of  Chrysler's 
components  suppliers  are  already  ner- 
vous about  the  company's  pi-ospects.  As 
part  of  its  strategy,  notes  one,  Chrysler 
has  asked  key  suppliei-s  to  take  on  more 
of  the  burden  of  its  new-product  devel- 
opment— including  paying  more  of  the 
costs  of  tooling  and  design  work.  He 
attributes  this,  in  part,  to  tight  capital. 
"If  they're  constrained  further,  no  doubt 
they'll  ask  us  to  take  on  more,  and  I'm 
not  sure  the  supplier  community  can 
handle  that."  Frets  this  supplier:  "At 
what  point  will  this  undermine  our  abil- 
ity to  finance  gi'owth?" 

Chrysler's  already  restive  labor  un- 
ions aren't  happy  either.  Canadian  Auto 
Workers  President  Buzz  Hargrove  says 
the  bid  makes  him  "mad  as  hell."  His 


opinion  is  importar 
Chrysler  makes  i  ^} 
LH  sedans  at  a  pla  • 
in   Bramalea,  Or  ™ 
Meanwhile,  in  ear  (■ 
April,   the  Unit( 
Auto  Workers  stru  ^ 
a  key  transmissi( 
plant   in  Kokom 
Ind. — a  signal  th 
the  union  is  alrea(  ™'* 
chafing  at  Chrysle: 
cost-cutting  effort 
Now,  says  Hargrov  f'''* 
"This  move  by  spe  f'" 
ulators  will  not  cr 
ate  jobs,  it  will  n  ™ 
produce  useful  pro 
ucts,  but  it  will  rii  * 
diverting     [desif  ^1 
and  research]  mon( 
out  of  Chrysler." 

How  will  this  de 
turn  out?  Many  an 
lysts  figure  Kerk 
rian  and  lacocca  w  ''''' 
come  out  ahead,  i 
matter  what  ha 
pens.   If  the  de 
were  to  go  at  $i  ^^i' 
per  share,  Kerk  '^'^ 
rian,  for  one,  wou 
net  a  profit  of  $1.3  billion  on  his  h 
million  shares.  And  for  lacocca,  tl  '''^'i 
takeover    bid    is    sweet  reveng 
Chrysler's  board  forced  him  out  of  tl  '^^^ 
CEO  job  in  December,  1992,  arguing  ^'i 
was  time  for  fresh  blood  in  the  comp 
ny's  top  ranks.  He  was  eased  out  d 
spite  vocal  opposition  from  his  old  p 
Kerkorian  (page  39).  f¥ 
Some  analysts  already  see  the  dejs'-fs 
as  ushering  in  a  new  period  of  1980 
style  hostile  takeovers.  It's  also  a  warf% 
ing  for  manufacturer's  that  hope  to  buiP^sl 
up  cash  to  see  them  through  the  neaFllii 
recession.  In  an  era  of  activist  shar  ' 
holders,  "Kerkorian's  saying  either  y( 
do  something  to  enhance  the  value  "  •  si 
these  shares,  or  I'll  do  it  myself,"  saV-am 
veteran  arb  Guy  P.  Wyser-Pratte  i'^a-i 
Wyser-Pratte  &  Co.      *  |  'tai 

For  Bob  Eaton,  the  Kerkorian/Iacocn  -if! 
bombshell  is  a  crystal-clear  warning  th 
he  will  have  to  take  drastic  actic 
soon — no  matter  which  way  this  de 
tums  out. 

By  David  Woodruff,  with  Jeffrey  H 
Loderman  and  Leah  NaUiatis  Spiro,  i 
New  York,  Kathleeyi  Kerwin  and  JamJ'Mi 
B.  Treece  in  Detroit,  and  bureau  reporl 


hi 


KIRK  AND  LEE:  SEPTUAGENARIANS  AT  THE  GATE 


Their  friendship  began  five  years 
ago  at  a  Florida  racetrack.  Over 
lunch  arranged  by  investment 
bankers,  the  tvi^o  dickered  over  pri- 
vate planes  and  a  movie  studio.  Bil- 
lionaire investor  Kirk  Kerkorian 
couldn't  persuade  then-Chairman  Lee 
A.  lacocca  to  sell  him  Chrysler 
Corp.'s  Gulfstream  Aerospace  Tech- 
nologies unit.  And  lacocca  wouldn't 
bite  at  Kerkorian's 
offer  to  sell  a  small 
stake  in  Metro-Gold- 

wyn-Mayer  Inc.   

No  deal — then. 
But  something 
chcked  betweer 
Kerkorian,  the  son 
of  an  Armenian  fruit 
farmer,  and  lacocca, 
the  offspring  of  an 
Italian  inamigrant. 
"They  talked  the 
same  language,"  re- 
calls Alex  Yemenid- 
jian,  a  top  executive 
at  Kerkorian's  Tra- 
cinda  Corp.  "And 
Kirk  trusts  his  in- 
stincts a  great  deal." 
OLD  PALS.  Enough 
by  now  for  Kerko- 
rian, 77,  to  enlist  la- 
cocca, 70,  in  his 
$20.5  billion  bid  for 
Chrysler.  The  part- 
nership isn't  new, 
though:  Shortly  af- 
ter that  inconclusive 
1989  lunch,  the  Las 
Vegas  investor 
plunked  down  $272 
million  for  9.8%  of 
Clirysler.  In  1992, 
ifter  a  distraught 
lacocca  complained 
luring  a  trip  to  the 
Barcelona  Olympics 
-hat  he  was  being 
breed  out  as  Chrysler's  chairman, 
tCerkorian  turned  friend  once  more, 
[n  a  sharply  worded  letter,  he  urged 
he  auto  makei''s  directors  to  rethink 
,heir  decision  to  push  a  reluctant  la- 
;occa  into  retirement — later  threat- 
;ning  to  seek  a  board  seat  if  they 
lid  not  reconsider. 

Will  these  two  septuagenarians 
ictually  wage  war  again  with 
];hrysler's  board?  Those  who  know 
lim  say  Kerkorian,  a  courtly,  pain- 
ully  shy  man,  would  only  reluctantly 
v&ge  a  hostile  takeover — even  if 


pushed  by  the  more  volatile  lacocca. 
Indeed,  Kerkorian  backed  down 
fi'om  his  1992  threat  after  meeting 
with  a  solicitous  Robert  J.  Eaton, 
then  Chrysler's  chairman-designate, 
who  wowed  his  biggest  shareholder 
with  glimpses  of  new  models  and 
plans  for  future  cost-cutting.  The 
"interests  of  the  shareholders  are 
being  well  represented"  by  the 

A  Work  in  Progress 


Seventy-seven-year  old  Kirk  Kerkorian 
made  his  first  fortune  in  Las  Vegas  in  tfie 
'60s  (plioto)  and  his  second  in  Hollywood 
during  the  '70s.  Now,  the  reclusive  billion 
aire  has  made  his  move  on  Detroit: 


DEC.  14,  1990 


Kerkorian's  Tracinda 
Corp.  announces  it  holds  22  million 
Chrysler  shares,  a  9.8%  stake. 
Chrysler  responds  by  tightening  its 
"poison  pill"  defense. 


0,  1991 


Tracinda  buys  6 
million  more  shares. 


AUG.  6,  1992 


Kerkorian  requests  a 
meeting  with  Chrysler's  directors. 
After  discussions  with  the  board,  he  withdraws  his  request 
for  a  board  seat. 


Tracinda  buys  an  additional  4  million  shares. 


r£B.  5,  1993 


NOV.  14, 1994 


Kerkorian  seeks  permission  to  increase  his 
stake  to  15%.  In  a  letter  to  directors,  he  details  specific 
steps  to  revitalize  Chrysler's  stock.  Two  weeks  later,  the 
company  announces  a  60%  dividend  hike  and  a  $1  billion 

stock  buyback. 

I'™*,*;**  Tracinda  reports  purchases  of  another  4 

million  shares,  bringing  Kerkorian's  interest  to  10%. 


APR.  12,  1995 


Tracinda  announces  a  $20.5  billion  bid  for 
the  90%  of  Chrysler  it  doesn't  already  own. 


board,  Kerkorian  said  in  an  ensuing 
statement.  Chrysler  also  promised  to 
discuss  strategy  with  him. 

Kerkorian  hasn't  always  avoided 
confrontation.  After  accumulating 
30%  of  Western  Airlines,  he  demand- 
ed three  seats  on  the  earner's  board 
in  1972,  eventually  forcing  out  its 
chaiiTOan.  But  compromise  is  more 
his  style:  In  1981,  he  signed  a  10- 
year  standstill  agreement  that  avert- 
ed a  takeover  of  Columbia  Pictures. 
Later  in  the  year,  after  quietly  ap- 
proaching Chris-Craft  Industries 


Chairman  Herbert  J.  Siegel  to  buy 
that  company's  22%  stake  in  Twenti- 
eth Century  Fox  Inc.,  he  retreated 
when  investor  Marvin  Davis  offered 
$700  million  for  the  film  studio. 

Discovering  value  is  what  Kerko- 
rian has  done  best.  He  founded 
Trans  International  and  turned  it 
into  a  thriving  regional  airline,  then 
used  the  sale  proceeds  in  1967  to  en- 
ter the  hotel  busi- 
ness. He  built  the 
International  Hotel 
in  Las  Vegas  in 

1968,  then  bought 
the  MGM  studio  in 

1969.  He  kept  the 
MGM  name,  slapping 
it  on  his  new  Las 
Vegas  casino,  the 
MGM  Grand,  in  1974. 
The  rest  he  sold 
off— Ted  Turner 
bought  mgm's  li- 
brary in  1986,  and 
Giancarlo  Perretti 
took  other  assets  in 
1990— for  a  total  of 
more  than  $2  bil- 
hon.  His  74%  stake 
in  MGM  Grand  is 
worth  over  $1  bil- 
lion now;  his  10%  of 
Chrysler,  about  $2 
bilhon. 

These  days,  Ker- 
korian has  his 
hands  full  with  mgm 
Grand,  a  $742  mil- 
lion company  in  the 
midst  of  a  major 
expansion.  Since 
1993,  lacocca  has 
sat  on  the  mgm 
Grand  board.  The 
two  friends,  who  of- 
ten jet  together 
aboard  Kerkorian's 
private  727  from 
their  Beverly  Hills  homes  to  the  Ve- 
gas tables,  have  grown  closer.  Asso- 
ciates say  Kerkorian,  divorced  him- 
self, consoled  lacocca  during  his 
recent  divorce  from  his  third  wife, 
Darrien.  Kerkorian  also  contributed 
to  a  diabetes  research  fund  lacocca 
established  in  memory  of  his  first 
wife,  Mary,  who  died  of  the  disease. 
Now  their  friendship  has  returned  to 
business  in  a  big  way:  The  two  could 
be  buying  back  the  company  lacocca 
never  really  wanted  to  leave. 

By  Ronald  Grover  in  Los  Angeles 


News:  Analysis  &  Commentary 


BUREAUCRACIES 


THE  FDA:  NO  HERO! 
REQUIRED 

Suddenly,  bipartisan  consensus 

Just  a  few  weeks  ago,  the  Food  & 
Di-ug  Administration  was  threat- 
ened by  a  nasty,  partisan 
stiuggle  over  its  futm'e.  Repub- 
licans and  their  allies  at  con- 
servative think  tidiks  chai'ged 
that  the  agencx'  was  kilHng 
people — to   say   nothing  of 
jobs — by  holding  up  approvals 
of  lifesaving  products.  Demo- 
crats and  consumer  groups,  in 
turn,  blasted  the  critics'  pi-opo- 
sals  to  overhaul  the  agency. 
Their  plans  would  "tear  the  fab- 
ric of  the  world's  safest  and  most 
effective  health-car-e  system,"  de- 
clared Representative  Ron  Wy- 
den  (D-Ore.). 

But  instead  of  gearing  up  for  an  ex- 
plosive confrontation,  the  two  sides 
seem  to  be  headed  toward  a  consen- 
sus. "There's  been  a  sea  change,"  says 
Carl  B.  Feldbaum,  president  of  the 
Biotechnology  Industry  Organization 
(bio),  a  trade  group.  Instead  of  the 
right's  radical  proposals  to  relax  the 
agency's  high  standards  for  drug  ap- 
provals, Congi'ess  is  likely  to  order  a 
streamlining  of  many  fda  procedures. 
That  will  mean  farming  out  product 
reviews  to  outside  experts,  relaxing 
bans  on  exports  of  non-FDA-approved 
drugs  and  devices,  and  exempting 
stethoscopes  and  other  low-risk  medical 
devices  from  lengthy  reviews  (table). 
All  of  this  would  make  life  easier — and 
more  lucrative — for  food,  drug,  and 
medical-device  cumpanies. 
HIDEBOUND.  The  shift  away  from  con- 
fi'ontation  stems  from  a  mix  of  political 
expediency  and  the  recognition  on  both 
sides  ti'.at  the  issues  ai"e  more  complicat- 
ed than  ihey  seemed.  Democrats,  for 
instance,  are  starting  to  acknowledge 
that  parts  of  the  agency  are  hidebound. 
And  conservatives  learned  to  their  cha- 
grin that  they  had  accused  the  fda  of 
failing  to  approve  products,  such  as  a 
pump  for  cai'diopuhnonary  resuscitation, 
that  will  have  little  benefit.  What's  more, 
companies  told  both  sides  that  indus- 
ti-y,  in  general,  wouldn't  sign  on  to  theii- 
more  radical  schemes  for  gutting  the 
agency — such  as  allowing  many  drugs  to 
be  sold  without  fda  review.  "Their  ear- 
ly shots  were  poorly  aimed — and  in 


MEASURES 


Rx  FOR  THE  FDl 


Reforms  that  the  Food  &  Drug 
Administration  may  implement: 

FARM  OUT  some  product  reviews 
to  outside  experts,  speeding 
approvals 

ALLOW  EXPORT  of  some  drugs 
and  devices  not  approved  for  sale 
m  the  U.S. 

EXEMPT  LOW-RISK  medical  de 
vices  and  routine  changes  in  drug 
manufacturing  processes  from  FDA 
reviews 

SPEND  LESS  TIME  reviewing  ap- 
plications to  test  drugs,  allowing 
therapies  to  get  into  clinical  trials 
faster  and  freemg  up  the  agency 
for  actual  product  approvals 

LOOSEN  TIGHT  CONTROLS  on 

advertising  unapproved  uses  of 
products  already  on  the  market 

many  cases  backfired,"  says  a  top  fda 
official. 

Now,  much  to  the  surprise  of  the  gop, 
the  Democrats  are  seizing  the  initiative. 
At  an  Apr  6  hearing,  for  example,  Sen- 
ator Barbara  A.  Mikulski  (D-Md.) 


warned  fda  Commissioner  David  u 
Kessler  that  without  more  progi'essa 
cutting  approval  time,  "Congi-ess  is  |- 
ing  to  roll  right  over  you."  The  saife 
day,  the  White  House,  led  by  Vice-Pr(^ 
ident  Al  Gore,  unveiled  a  package 
refoiTns  that  conservatives  admit  are,^ 
step  in  the  right  direction.  Wyden  ab 
jumped  in  that  week  with  far-reaor 
ing  proposals  that  won  industj' 
plaudits.  |: 
The  Democrats'  propos.^ 
would  eliminate  two  of  tj 
biotechnology  industiy's 
bugaboos:  the  requireme  u 
V       .|  that  full-scale  manufacturi  Jf 
S   plants  be  built  before  dru  Vi 

ai'e  approved,  and  the  ne 
^  to  get  approvals  for  sm  j| 
changes  in  manufacturi:  LIJ 
processes.  They  also  woi 
throw  a  bone  to  medical-c 
vice  makers  by  exempting  many  mo 
products  from  review  and  reduci 
export  bairiers.  And  reformers  ho 
to  speed  drug  development  by  maM 
it  easier  to  get  promising  treatmer 
into  clinical  trials. 

But  the  Administration  and  its  ; 
lies  won't  go  along  if  the  GOP  tries 
weaken  protections  in  such  areas 
safety  and  efiicacy  standards  for  ne 
drugs.  "The  White  House  thinks  th 
whole  thing  is  about  getting  the  jun 
on  the  bad  guys  and  keeping  the 
from  doing  worse  things,"  explains  oi 
top  fda  official. 

NEW  WRINKLES.  Many  details  remain 
be  negotiated,  of  course.  For  instanc 
experts  predict  a  major  tussle  ovi 
whether  companies  should  be  allowi 
more  freedom  to  publicize  unapprov( 
uses  for  products  already  on  the  ma 
ket.  Such  a  change  would  give  Johns( 
&  Johnson,  for  example,  more  latitm 
to  plug  its  Retin-A  acne  treatment  i 
helpful  in  smoothing  out  wrinkles- 
something  the  company  has  gotten  in 
trouble  for  in  the  past.  Republicans  aL 
are  miffed  that  Kessler  is  still  spendir 
money  on  an  antitobacco  investigatioj 
One  bit  of  gop  strategy  that's  still  und 
cided:  whether  to  push  for  a  single  va,^ 
jor  reform  bill,  which  could  be  as  toug 
to  pull  off  as  the  Clinton  Administr;^ 
tion's  failed  health  plan,  or  severi 
smaller  bills.  } 
Whatever  approach  the  gop  take 
the  odds  are  good  that  the  two  sid( 
can  reach  a  compromise.  Neither  wij 
be  entirely  happy.  But  some  deft  m' 
nor  surgery  may  be  all  that's  neede 
to  make  the  fda  more  efficient — instea 
of  the  radical  bypass  operation  son: 
RepubHcans  had  been  pushing  for  | 
By  John  Carey  in  WashingU)\ 
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American  General.  We  Provide 
Retirement  Annuities,  Consumer  Loans, 
Life  Insurance  And  Shareholder  Value. 


^  American  General  Corporation, 


headquartered  in  Houston,  is  one  of  the 


nation's  largest,  most  successful  con- 


sumer financial  services  organizations. 


We're  a  leading  provider  ot  retirement 


annuities,  consumer   loans,  and  lite 


insurance.  ^  Founded  in  1926,  we  help 


8  million  families  meet  their  financial 


security  needs.  Financial  security  is  also 


important  to  another  group.  Our  share- 


holders.       In  tact,  building  shareholder 


value  is  one  ot  our  guiding  principles 


Our  record  speaks  for  itself: 


increased  dividends  in  each  of  the  last  20 


years. .  .annualized  total  return  to  share- 


holders ot  21%  over  the  same  period... and 


more  recently,  earnings  have  doubled  over 


the  last  five  years.  0'  Today,  American 


General  has  assets  ot  $54  billion  and 


shareholders'  equity  of  $3.7  billion. 


To  learn  more  about  American  General 


(NYSE:  AGO,  please  contact  Investor 


Relations  at  (800)  AGC-1111.  Our  finan- 


cial strength  can  not  be  underestimated. 


Nor  can  our  commitment  to  our  cus- 


tomers as  well  as  our  shareholders. 


GENERAL 


Prtividinfi  Retirement  Annuities,  Consumer  Loans,  Life  Insurance  And  Shareholder  Value. 


COMMENTARY 

By  Michael  J.  Mandel 

THE  INFUTION  HAWKS  ARE  FLYING  BLIND 


For  two  years,  inflation  won-y- 
warts  have  been  warning  Ameri- 
cans that  higher  consumer  prices 
were  right  around  the  comer.  The 
reasons:  Tight  employment  was  sup- 
posed to  drive  up  wages,  while  rising 
prices  for  raw  materials  such  as  cop- 
per, aluminum,  and  i^aper  were  sure 
to  travel  right  through  the  inflation 
pipeline  and  ])ush  up  the  cost  of  con- 
sumer goods. 

But  guess  what?  The  pipeline 
seems  to  have 
sprung  a  leak. 
Price  numbers  re- 
leased by  the  Bu- 
reau of  Labor  Sta- 
tistics on  Apr.  11 
and  12  simply  show  li- 
no acceleration  of 
inflation.  Consumer 
inflation,  measured 
over  the  previous 
six  months,  is  slow- 
ing (chart).  Prices 
for  finished  produc- 
er goods — such  as 
gasoline,  apparel, 
machineiy,  and 
cars — were  virtual- 
ly flat  in  March,  far 
below  the  expecta- 
tions of  the  infla- 
tion pessimists.  And  real  wages  are 
falling  as  well.  During  the  past  year, 
real  hourly  wages  for  production 
workers  have  dropped  by  .3%.  In 
manufacturing — the  hottest  sector  of 
the  economy — real  wages  have  actu- 
ally decline''  by  .6%. 
TOPPING  OU-f.  It's  starting  to  look  as 
though  inflation  has  peaked  for  this 
business  cycle.  The  price  index  re- 
ported by  the  National  Association  of 
Puirhasing  Management  has  declined 
for  tlii-ee  consecutive  months  now,  af- 
ter hitting  a  15-year  high  in  Decem- 
ber. The  unemployment  rate  rose 
slightly  ill  March,  as  the  economy 
showed  signs  of  decelerating.  Infla- 
tion in  the  cost  of  medical  care,  long 
intractable,  is  still  at  its  lowest  level 
in  more  than  20  years.  Even  the 
prices  of  industrial  raw  materials 
such  as  lumber  and  most  metals  are 
beginning  to  top  out. 

The  only  areas  of  the  economy 
where  prices  are  still  accelerating 


are  autos  and  housing — and  even 
those  traditional  signposts  of  inflation 
are  misleading.  Prices  for  new  cars 
have  remained  virtually  flat  during 
the  past  six  months,  despite  a  dollar 
that  is  plummeting  against  the  Jap- 
anese yen,  putting  upward  pressure 
on  the  cost  of  imports.  Instead,  the 
cost  of  private  transportation  is  be- 
ing driven  higher  by  increasing  pric- 
es for  used  cars  and  a  surge  in  auto 
finance  charges.  Automobile  manufac- 


turers still  have  almost  no  power  to 
raise  their  prices,  and  they  will  have 
even  less  ability  to  do  so  as  the  Fed- 
eral Reserve  Boai'd's  interest-rate 
hikes  of  the  past  year  begin  to  bite. 
Housing  markets,  too,  are  weakening 
as  mortgage  rates  slowly  rise.  That 
should  restrain  increases  in  home 
prices  and  rents  in  the  months  to 
come. 

Where  did  the  infiation  pessimists 
go  wrong?  As  economists  often  do, 
they  allowed  themselves  to  be  se- 
duced by  physical  analogies.  The  im- 
age of  an  "infiation  pipeline,"  driven 
by  the  ubiquitous  "inflation  pres- 
sures" from  higher  raw  material 
prices,  is  simple  and  appealingly 
clear.  Unfortunately,  it  also  is  very 
misleading. 

The  reality:  Inflation  is  not  a  pipe- 
line. In  an  information  economy, 
commodity  prices  are  far  less  impor- 
tant than  inflationary  expectations, 
productivity  gains,  and  growth  in 


the  money  supply.  In  the  past,  com-  f? 
panies  have  been  able  to  pass  price  y 
increases  in  raw  materials  through  i; 
to  their  customers.  No  more.  During! 
the  current  business  cycle,  almost  f 
anyone  trying  to  iiicrease  prices  is  i 
meeting  enormous  resistance.  But  * 
the  lack  of  pricing  power  hasn't 
damaged  companies'  bottom  lines,  i 
Instead,  corporations  have  been  ablei 
to  generate  record  levels  of  profits  | 
by  cutting  jobs,  boosting  productiv-  1 


HAS  INFUTION 
PEAKED? 
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NO  PAIN:  Contrary  to 
pessimists'  expectations, 
gas  prices  are  virtually  flat 


ity  and  taking  advantage  of  slow 
wage  growth. 

The  Federal  Reserve  and  Chair- 
man Alan  Greenspan  should  take  a 
bow  as  well.  Adjusted  for  inflation, 
the  money  supply,  as  measured  by 
M2,  fell  by  almost  2%  over  the  past 
year.  Indeed,  it  has  been  decHning 
more  or  less  consistently  since  1988, 
representing  the  longest  single 
stretch  of  falling  real  money  in  i-e- 
cent  history.  With  money  growth  so 
low,  it's  nearly  impossible  for  infla-  i 
tion  to  get  a  foothold. 

If  inflation  has  peaked,  how  low 
can  it  go  from  here?  Think  back  a 
bit.  In  the  early  1960s,  before  the 
Vietnam  War  caused  the  U.  S.  econo- ' 
my  to  overheat,  inflation  averaged 
less  than  a  measly  1.5%  annually. 
There's  no  reason  why  the  U.  S.  can't 
reach  that  level  again.  : 

Economics  Editor  Mandel  watches' 
inflation  from  New  York.  [ 


'titi'i 
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V^Tod^AGreat  Idea, 


nsonite's  Ultravalet 
ment  Bag  is  like  a  closet 
1  chest  of  drawers  in  one. 
iyou  can  carry  it  on  a 
ne  and  live  right  out  of  it 
I  hotel  room. 


%  8  inside  pockets,  the 
mvalet  has  a  place  for 
rything  and  keeps  every - 
ig  in  its  place. 


>ther  nice  thing  about  the 
iets  is  the  mesh  material 
^  lets  you  see  everything 
've  packed.  You  can  also  get 
major  pockets  from  the 
de  or  outside. 


re's  even  a  special  pocket 
ies  that  helps  keep  them 
tkle-free. 


ike  most  other  bags,  the 
avalet  opens  like  a  book  so 
don't  have  to  keep  flipping 
>ag  over  to  pack  or  unpack 


nks  to  a  lot  of  organized 
king,  the  Ultravalet  is  the 
'St  bag  to  pack  and  unpack 
we 've  ever  made. 


'he  Ultravalet  at  a 
ige  store  soon.  And  you  'II 
my  it's  an  idea  thats 
y  taking  off. 


0  Samsonite 


Our  Strengths  Are  Legendary 


With  its  special  hooks'^,  you  can 
hang  the  open  bag  in  a  closet 
or  on  a  door  and  live  right 
out  of  it. 


You  'II  also  appreciate  our 
unique  telescoping  bar'*  that 
pulls  out  to  let  you  remove  suits 
and  dresses  without  disturbing 
the  ones  hanging  in  front. 


Our  large,  reinforced  shoe 
pockets  hold  a  lot  more  than 

shoes. 


The  bag  holds  all  kinds  of 
hangers  so  you  can  pack  any- 
thing right  from  the  closet 


The  Ultravalet  features  a  patented 
^  backward-fold  design,  to  help  keep 
lapels,  sleeves  and  pockets 
looking  great 


Last  but  not  least,  our  extended 
length  panel  helps  keep  longer 

farments  from  wrinkling  at  the 
ottom.  There's  even  a  protective 
wet  pack  that  keeps  wet  or  soiled 
items  separate  from  dry  ones. 

For  more  information 
and  your  nearest  dealer, 
call  1-800-262-8282. 

*  Patented 
©  1993  Samsonite  Corporation 
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LAWSUITS 


TOBACCO'S 
SMOKING  GUN? 

A  key  ruling  looms  in  thi-  legal 
war  against  cigarette  nuikers 

It's  D-Day  in  the  incivasingly  heated 
world  of  tobacco  litigation.  Come  Apr. 
20,  a  circuit  court  judge  in  Palm 
Beach,  Fla.,  will  decide  whether  a  4,000- 
page  stack  of  BriivvTi  &  Williamson  To- 
bacco Coi-p.  internal  documents  will  re- 
main open  for  jniblic  consumption. 

It  has  the  makings  of  a  landinark  de- 
cision for  tobacco's  opponents.  Plaintiffs' 
attorneys  say  the  papers,  fh'st  detailed 
in  The  New  York  Times  last  May,  pro- 
vide tantalizing  support  for  their  allega- 
tions that  B&w  quashed  research — some 
of  it  decades  old — proving  the  adverse 
health  effects  of  smoking  and  the  addic- 
tiveness  of  nicotine.  The  research  could 
be  critical  evidence  against  cigarette 
makers  in  a  host  of  high-stakes  cases — 
most  notably  in  Florida's  attempt  to 
win  $1.4  billion  from  the  industry  to 
pay  for  smoking-related  Medicaid  claims. 
STOLEN  RECORDS?  B&W  ah'eady  has  lost 
one  attempt  to  keep  the  controversial 
papers  under  wraps.  On  Apr.  3,  lifting 
an  earlier  injunction,  a  Kentucky  state 
judge  deemed  the  documents  "appar- 
ently part  of  the  public  domain."  And  a 
Mississippi  judge  is  reviewing  them  for 
admissibility  in  a  secondhand-smoke  li- 
ability case  pending  there. 

The  longer  the  papers  stay  public, 
plaintiffs'  attorneys  reason,  the  less  like- 
ly B&w  will  be  able  to  keep  their  con- 
tents from  juines.  "At  some  point  the 
court  will  think  it's  ridiculous  that 
eveiyone  except  the  juiy  can  get  to  see 
these  incriminating  documents,"  says 
Ricliard  A.  Daynard,  who  represents 
plaintiffs  in  a  New  Orleans  class  action. 

A  ('.eci.sion  not  to  seal  the  documents 
in  Pali  ,!  Beach  won't  automatically  make 
them  acimissible  as  evidence  in  pending 
cases.  BiiW,  which  argues  the  records 
were  stolen,  will  vehemently  challenge 
their  admission  on  the  gi'ounds  that  they 
are  covered  by  attorney-client  privilege. 
"We  are  taking  every  step  necessaiy  to 
presej-ve  those  lights,"  a  spokesman  says. 
It  already  has  sued  the  University  of 
California,  several  newspapei-s,  and  a  law 
firm — each  of  which  has  obtained  cop- 
ies. But  it  may  be  too  late:  These  docu- 
ments may  have  strayed  too  far  into  the 
public  domain  to  ever  i-etum. 

By  Mcma  Mallory  in  Atlanta 


NEW  YORK 


MARLBORO 
COUNTRY  IT  AIN'T 

Will  an  antismoking  law  burn 
Big  Apple  eateries? 


P 


katrick  Ford  mixes  a  scotch  and  wa- 
'ter  and  surveys  the  crowd  at  Wol- 
lensky's  Grill,  a  popular  steakhouse 
and  watering  hole  in  midtown  Manhat- 
tan. It's  a  little  thin,  even  for  a  Monday 
night.  But  this  is  no  ordinary  Monday. 
It's  Day  One  of  New  York  City's 
Smoke-Free  Air  Act,  which  severely 
restricts  smoking  in  the  city's  13,000 
or  so  restaurants.  "Our  policy  is,  it's 
against  the  law,"  says  Ford,  a  Wollen- 
sky's  bartender.  "But  I'm  no  police- 
man," he  adds,  as  a  customer  lights  up 
down  the  bar. 

So  begins  one  of  the  most  closely 
watched  experiments  in  smoking  pro- 
hibition. After  months  of  debate  and 
fruitless  lobbying  by  restaurants  and 
tobacco  interests,  legislation  passed  by 
the  New  York  City  Council  last  Decem- 
ber kicked  in  on  Apr. 
10.  It  imposes  strict 
new  bans  on  smoking  in 
such  public  places  as  of- 
fices, stadiums,  and  bin- 
go parlors.  But  in  this 


has  been  the  center  of 
debate. 

BELLWETHER.  The  Big 

Apple  is  not  the  first 
city  to  impose  such  re- 
strictions: Since  the 
mid-1980s,  some  165 
antismoking  ordinances 
have  passed  nationwide. 
And  New  York's  law  is 


No  Smoking  Here 

Areas  regulating  restaurant  smoking 


PASSED 

ASPEN.COLO. 

1985 

LOS  ANGELES 

1993 

UTAH 

1994 

SAN  FRANCISCO 

JAN.,  1995 

MARYLAND 

MARCH, 1995 

NEW  YORK 

APRIL,  1995 

FLORIDA 

PENDING 
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DATA:  AMERICANS  fOR  NONSMOKERS'  RIGHTS 

LIGHT  UP  HERE:  Speed 
nooks  for  smokers 

hardly  one  of  the  strt- 
est:  It  exempts  rest»- 
rants  of  under  35  se« 
and  allows,  under  o'- 
tain  conditions,  smokg 
in  bars  and  enclosjii 
rooms.  But  the  lawjfi 
seen  by  many  as  a  b|- 
wether.  Says  CUk 
Wolf,  co-owner  of  t$ 
tony  Markham  rest;j- 
rant:  "People  in  othr 
cities  will  pay  attent;to 
if  this  l;>an  vvnily  gets  enforced." 

Making  New  York's  Smoke-Free 
Act  actually  work  could  be  problemait 
The  ordinance  is  vaguely  worded,  al 
restaurant  owners  are  interpreting! 
to  suit  their  situations.  "Two  ownti 
and  two  night  managers  have  read  at 
reread  [the  Act],  and  we  still  don't  kin}i 
what  we  will  do,"  said  Richard  Sell 
nenti,  the  exasperated  manager  of  C 
dar  Tavern  on  the  eve  of  the  ban. 

How  the  law  will  be  enforced  is: 
any  clearer.  Restaurants  can  be  fin 
up  to  $1,000  for  a  single  violation,  but 
probably  will  be  left  to  customers 
report  infractions.  And  an  informal  si 
vey  of  restaurants  after  the  ban  foui 
plenty  of  patrons  smoking  happily. 
MIXED  MOOD.  For  now,  indeed,  the  p 
tential  economic  impact  is  hazy.  Ame: 
cans  for  Nonsmokers'  Rights,  a  lobb 
ing  organization,  cites  a  study  publish 
last  year  in  the  American  Journal 
Public  Health  that  showed  no  impa 
on  restaurant  sales  in  15  CaliforTiia  ai 
Colorado  cities  with  smoke-free  law 
But  the  industry-funded  Tobacco  Insll.,, 
tute  says  that  some  municipalities,  i: 
cluding'Wake  County,  N.  C,  Northamfuic 
ton,  Mass.,  and  Novato  County,  Cali;.(o^j 
have  rescinded  smoking  bans  in  pa  ; 
because  dinere  simply  went  to  neighboi  »^ 
ing  areas  that  allow€j|liil(r 
smoking.  f . 

At  Wollensky's,  th, 
mood  is  mixed.  "If 
knew  I  couldn't  rela|iitliu 
and  have  a  cigarette, 
come  here 


11  Vt 


regular     CinJ  ^Si 


Davis.  Another  patro|( 
disagi-ees.  What  to  dc! . 
Cedar  Tavern's  Schineri ' 
ti  has  an  idea.  Pickin  "; 
up  an  unused  ashtra; 
he  asks:  "I  wonder  if  w 


these  things?" 

By  Amy  Cortese  ii 
New  York 
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How  do  you  know  if  your  company's  performance 
meets  your  corporate  goals? 


M've  developed  a  powerful  corporate  strategy  to  make 
3ur  company  more  competitive.  But  how  do  you  know 
your  strategy  is  being  deployed  throughout  your 
■ganization?  How  do  you  know  if  your  people  are 
orking  towards  your  goals? 

Fortimately  there  is  a  way  to  gauge  how  well  you  are 
3ing — through  performance  measures  and  the  help  of 
rthur  Andersen,  the  worldwide  leader  in  performance 
leasures  and  author  of  the  acclaimed  book  Vital  Signs. 

Using  the  proprietary  Global  Best  Practices^^  knowledge 
ise,  Arthur  Andersen  professionals  will  share  successful 
jrformance  measurement  processes  used  by  the  world's 
lest  companies.  The  insights  gained  can  open  up  your 
)mpany  to  greater  innovative  thiiiking,  provide  models  for 
lange,  and  save  you  time,  money  and  other  vital  resources. 

Your  Arthur  Andersen  professionals  will  then  work  with 


you  to  develop  your  own  performance  measures,  tailored 
expressly  for  your  company  They'll  assist  you  in  implement- 
ing them  so  change  will  happen — and  the  change  will  endure. 

Find  out  how  you  can  help  your  company  vault  above 
the  competition.  To  learn  more  about  Arthur  Andersen 
and  performance  measures,  call  1-800-890-7062. 


Global  Best  Practices 
Putting  insight  into  practice 


Arthur 
Andersen 


995  Arthur  .^ndersen,  Arthur  Andersen  &  Co,  SC.  All  nghts  reserved. 


Arthur  Andersen  &  Co,  SC 


In  Business  This  Week 


I 


EDITED  BY  KEITH  H.  HAMMONDS 


SENATOR  SIMPSON 
AHACKSTHEAARP 

THE  AMERICAN  ASSOCIATION 
of  Retired  Persons,  with  33 
million  members,  is  a  lobby- 
ing gorilla  that  politicia.ns 
haven't  dared  to  cross.  Until 
now.  Senate  Social  Security 
Subcommittee  Chairman  Alan 
Simpson  (R-Wy.)  intends  to 
investigate  $86  million  in  fed- 
ei-al  gi-ants  the  aakp  received 
last  year.  The  group  says  the 
money  was  used  for  such  ser- 
vices as  tax  counseling  for 
the  elderly  and  helping  low- 
income  seniors  find  subsidized 
employment.  Nonetheless, 
Simpson  calls  the  aarp  "33 
million  people  united  by  a 
love  of  airline  discounts." 
Rather  than  speaking  for  the 
elderly,  Simpson  beUeves,  the 
AARP  is  running  a  discount 


CLOSING  BELL 


TURKEY:  NO  TURKEY 

There's  a  lesson  of  sorts  for 
Mexico  in  Turkey,  home  of  the 
world's  hottest  stock  market. 
This  year,  the  Istanbul  Stock 
Exchange's  composite  index 
has  soared  some  50%  m  dol- 
lar terms.  Why?  Since  a  Mexi- 
co-like currency  meltdown  m 
early  1994,  Turkish  compa- 
nies have  cut  costs  and  tar- 
geted export  markets  in  Eu- 
rope and  the  Mediterranean. 
The  result:  Corporate  profits 
should  grow  by  about  25%  in 
1995  And  inflation,  125%  in 
1994,  is  headed  toward  70%. 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


travel,  insurance,  and  phar- 
maceutical business.  Those 
sorts  of  activities,  he  notes, 
generate  more  than  half  the 
organization's  income.  Most 
surprising:  Simpson  is  up  foi- 
reelection  in  1996. 


THE  WAIT  IS  OVER: 
KEMPER  HAS  A  BUYER 

WORN  OUT  BY  18  MONTHS  OF 

repeatedly  dashed  hopes, 
Kemper's  shareholders 
cheered  when  an  investment 
partnership  led  by  Zmich  In- 
siu'ance  on  Apr.  11  ended  the 
mutual-fund  and  insurance 
company's  tortuous  seai-ch  for 
a  buyer.  Zurich's  $49.50-per- 
share  deal  is  well  below  the 
bids  Kemper  commanded  just 
a  yeai'  ago.  But  after  General 
Electric's  $60  offer  slipped 
thi'ough  Kempei''s  fingers  and 
Conseco's  $67  deal  collapsed 
amid  financing  woes,  no  one 
e.xpected  a  rich  payoff.  Kem- 
per stock  had  lolled  at  40  for 
weeks  before  the  Zurich  deal 
sent  it  to  451/2  by  Apr.  12. 

GOODYEAR'S  MAN  IN 
THE  CATBIRD  SEAT 

SAM  GIBARA,  GOODYEAR'S  NEW 

president,  says  he's  "not  even 
thinking"  about  his  next  job. 
Right.  With  his  Apr.  10  ap- 
pointment, Gibai'a,  55,  became 
the  strong  favorite  to  take 
over  as  CEO  of  the  $12  bil- 
lion tiremaker  when  Chair- 
man Stanley  Gault  retires  at 
yearend — unless  an  outsider 
is  named.  A  29-year  veteran 
of  the  company,  most  recent- 
ly as  chief  of  North  American 
Tires,  Gibara  is  known  for 
making  tough  calls.  In  1990, 
when  General  Motors'  J.  Ig- 
nacio  Lopez  demanded  price 
cuts  and  rival  Michelin  gave 
in,  Egyptian-born  Gibara, 
then  Goodyear's  European 
chief,  sharply  cut  supplies  to 
the  auto  maker.  His  latest 
move:  a  new  U.S.  sales  or- 
ganization that  gives  the  com- 
pany's regional  managers 
more  autonomy. 


HEADLiNER:  JAMES  H.  CLARK 


THE  NET'S  DREAMWEAVER 


Call  him  the  Internet's  post- 
er dad.  In  the  year  since  he 
left  Silicon  Graphics,  the 
computer     maker  he 
founded,  51-year-old 
James  Clark  has 
made    his  new 
startup  the  hot- 
test company  in 
cyberspace. 
'  Clark's  Net- 
scape Communi- 
cations makes  soft- 
ware that  helps 
customere  browse  and  do 
business  on  the  Net's  World 
Wide  Web.  The  technology 
has  drawn  a  crowd  of  well- 
heeled  fans:  Publishers 
Hearst,  Knight-Ridder,  and 
Times  Min'or — plus  cable 
giant  Tele-Communications 
and  publishing  software 
veteran  Adobe  Systems — 
announced  on  Apr.  7  that 


they  will  buy  multimilUon- 
doUar  stakes  in  Netscape. 
And  on  Apr.  10,  Netscape  f 
teamed  up  vdth  America 
Online,  CompuServt 
and  Prodigy  Ser- 
vices co-owner 
IBM  to  buy 
stakes  in  Terisa§iR- 
Systems,  a 
startup  forging 
standards  for  se-Jsres 
cure  electronic 
commerce. 
Clark's  vision  is  to  build 
the  Web  into  the  Info 
Superhighway  that  cable 
and  phone  companies  still 
dream  about.  There  will  be 
sweet  vindication  if  he  suc- 
ceeds: Clark  left  SGI  after 
managers  resisted  his  ef- 
forts to  move  faster  into 
interactive  enteitainment.  ll[ 
By  Robert  D.  Hq 


LEVI'S  GOES 
DRESSY  CASUAL 

WHAT  TO  WEAR  IN  THIS  AGE 
of  "office  casual"?  Khakis  and 
linens,  mainly.  On  the  strength 
of  such  duds,  men's  pants 
sales,  excluding  jeans,  were 
up  at  least  11%  in  the  U.S. 
last  year — more  than  twice 
the  rate  of  the  broader  appa- 
rel mai'ket.  Reason  enough  for 
Levi  Strauss  to  introduce  a 
new  brand  of  men's  pants 
within  a  yeai".  The  line  will  be 
positioned  higher  than  its 
wildly  successful  Dockei-s  line, 
though  still  below  ti-aditional 
tailored  dress  slacks.  "Dressy 
casual"  is  how  one  Levi's  ex- 
ecutive describes  it. 


PARCEL  WARS:  A 
BLOODY  NEW  ARENA 

THIS  RIVALRY  IS  STARTING  TO 

make  the  Cola  Wars  look  like 
a  minor  skinmish.  Federal  Ex- 
press, matching  United  Parcel 


Eal  r 


.lere 
eals 
ivoti 
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Service,  will  offer  same-di  \ik 
delivery  to  customers  willii  ft! 
to  pay"  $159.  The  new  offe  im 
ings,  the  latest  in  a  tit-for-t  si  I 
mai'keting  wai",  round  out  t  It 
overnight  giants'  service  wi  t  r 
a  promptness  once  offen 
only  by  couriers.  Given  tr: 
price  tag,  though,  the  sam 
day  mai'ket  is  expected  to  I  , .  ^ 
small.  And  any  new  revenue 
generated  may  ultimately  li  ki  t 
dwarfed  by  the  big-ticket  . 
vertising  campaigns  that  tl  I 
rivals  are  expected  to  laun( 
to  promote  the  sei-vice. 


ETCETERA... 


■  Microsoft  will  invest  $i 
million  in  Wang  Laborati 
ries,  settling  a  suit. 

■  New  owners  at  New  York 
Plaza  Hotel:  Saudi  Prince  A 
waleed  and  Singapore's  GDI 

■  United  Airlines  will  retii 
94  planes  earlier  than  expec 
ed  and  may  buy  50  new  one 

■  Thomas  Block,  ceo  and  so 
of  co-founder  Henry,  wi 
leave  tax  preparer  H&R  Bloc. 


m 

tss" 
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Washington  Outlook 


Y  OWEN  ULLMANN 


'LAYING  THE  GLASS  GARD 

iGULD  GET  THE  DEMGGRATS  TRUMPED 


rhe  ever-so-average  working-class  burgs  of  Pine  Bluff, 
Ai'k.,  and  Erie,  Pa.,  have  become  key  testing  gTounds  for 
a  Democratic  counterattack  on  the  gop's  Contract  With 
merica.  For  a  week  beginning  on  Apr.  11,  the  two  towns 
ive  been  bombarded  with  TV  ads  that  blast  two  contract 
^ers — Representatives  Jay  Dickey  (R-Ai'k.)  and  Phil  Eng- 
ih  (R-Pa.) — for  cutting  school  lunches  and  education  "so 
e  wealthy  special  interests  could  get  a  tax  break." 
The  objective  cf  the  campaign,  funded  by  the  Democratic 
mgressional  Campaign  Committee,  is  to  convince  the  50%  of 
e  nation  with  family  incomes  of  $20,000  to  .$60,000  that 
e  GOP  favors  the  rich  over  workine 
'ffs.  If  the  ads  sway  swing  voters,  a  n;i 
)nal  rollout  is  planned  to  help  the 
jmocrats  regain  congressional  major- 
r  and  to  hang  on  to  the  White  House 
1996. 

There's  only  one  hitch:  Class-based 
peals  usually  fizzle.  Recent  polls  find 
at  voters  identify  more  with  Republi- 
a  tax-  and  budget-cutting  appeals  than 
th  Democratic  caiping  that  the  well-to- 
will  gain  at  the  expense  of  the  mass- 
"Middle-class  voters  are  more  wonied 
it  Democrats  will  take  fi-om  them  to 
Ip  the  poor  than  that  Republicans  will  take  from  them  to 
Ip  the  wealthy,"  says  Michigan  pollster  Ed  Sarpolus. 
INFUL  CUTS.  Playing  the  class  cai-d  has  dangers.  It  could  re- 
nd Reagan  Democrats  of  the  redistributionist  policies  that 
ide  them  flee  the  party.  But  Democrats  are  willing  to  nm 
it  risk  because  rich-bashing  seems  the  only  tactic  that 
rs  opposition  to  the  Contract.  Pollster  Mark  S.  Mellman 
ims  his  surveys  for  House  Minority  Leader  Richard  A. 
phardt  (D-Mo.)  show  concern  that  GOP  cuts  will  hurt  the 
idle  class.  The  problem,  he  adds,  is  that  "we  have  not  con- 
ced  voters  that  the  Democrats  will  help  the  middle  class." 
A.nd  they  never  will,  retort  gop  strategists,  who  claim 


OF  THE  K\Ch  pf^  i 
WES^^  YoK  THE  R\c„  \mM 

GINGRICH-BASHING:  Rally  in  New  York 


that  class  rhetoric  resonates  only  among  those  making  less 
than  .$25,000 — a  Democratic  stronghold  that  accounts  for  40% 
of  America's  families  but  less  than  one-third  of  voters.  "The 
general  public  isn't  falling  for  it,"  crows  Republican  National 
Committee  Chairman  Haley  Barbour. 

That  view  is  shared  by  some  centrist  Democrats.  They  fear 
that  the  party — still  dominated  by  hberals — is  reverting  to 
class-warfai'e  rhetoric  when  votei-s  expect  proposals  for  down- 
sizing government.  "It  makes  the  party  look  simple-minded 
and  horribly  out  of  sync,"  sighs  Democratic  adviser  Ted  Van 
Dyk,  a  foirner  aide  to  Hubert  Humphi-ey  and  George  McGov- 
ern.  "If  we  go  with  this  next  year,  not 
only  will  we  have  a  Republican  Presi- 
dent, but  we'll  have  a  veto-proof  Repub- 
lican CongTess." 

Foes  of  class-baiting  include  some 
White  House  economic  advisers,  too. 
Chief  among  them  is  Treasury  Secretary 
Robert  E.  Rubin,  a  Wall  Street  million- 
aire who  has  urged  Clinton  to  attack  the 
GOP  contract  as  bad  policy  for  all.  An 
example:  trumpeting  that  education  cuts 
hurt  U.  S.  competitiveness.  But  the  Pres- 
ident's advisers  see  class-warfare  as  a 
winner  And  Clinton  clearly  favored  the 
class  waniors  when  he  asked  a  crowd  on  Apr.  8:  "Do  you 
want  a  tax  cut  for  the  wealthy  or  for  the  middle  class?" 

Such  lines  always  draw  a  i-oar  from  the  Democi-atic  faith- 
ful. Ti-ouble  is,  they're  hkely  to  ring  hollow  this  suinmer, 
when  the  Democi'ats  may  agi'ee  to  a  budget  compi-omise  in- 
cluding scaled-back  tax  breaks  for  high-income  Americans.  By 
'96,  the  GOP  is  betting,  voters  will  have  long  forgotten  the 
Contract's  details — they'll  just  remember  that  the  gop  cut  tax- 
es and  spending,  while  the  Democrats  resisted  out  of  "fair- 
ness" concerns.  That's  why  Republicans  can't  wait  for  Election 
Day — the  ultimate  test  of  appeals  to  class  consciousness. 

With  Richard  S.  Dunham 


CAPITAL  WRAPUP 


»OSTMARKS'  ON  E-MAIL 

The  U.  S.  Postal  Service  is  making 
bid  to  become  a  big  player  in  cyber- 
iace  commerce.  Later  this  year,  the 
Dst  office  plans  to  provide  "post- 
arks"  for  E-mail.  When  dispatching 
1  E-mail  message,  a  subscriber 
ould  click  an  onscreen  icon  and  the  ' 
)st  office  would  assure  the  recipient 
lat  the  sender  was  authentic — based 
1  a  preagreed  code.  Digital  signature 
chnology  has  been  around  for  years 
it  has  languished  for  lack  of  a  cen- 
al  authority  to  issue  "keys."  Oddly 


enough,  the  Postal  Service  is  planning 
to  use  technology  from  rsa  Data  Se- 
curity Inc.  rather  than  the  govern- 
ment's controversial  digital-signature 
standard.  Postal  officials  haven't  de- 
termined a  pricing  system,  but 
they're  hoping  the  service  will  boost 
business,  which  has  suffered  from  the 
growth  of  E-mail  and  fax. 

FTC  MEDICAL  ALERT 

►  The  planned  merger  of  hospital  gi- 
ant Columbia/HCA  Healthcare  Cor-p. 
with  HealthTrust  Inc.  may  have  hit  a 
snag  at  the  Federal  Ti-ade  Commis- 


sion. FTC  sources  say  that  correspon- 
dence between  the  two  companies  af- 
ter the  merger  was  announced  last 
fall  raises  "troubling  questions"  about 
whether  Columbia  is  trying  to  discou- 
rage competition  in  Florida.  The  note 
proposed  deals  that  trustbusters 
could  view  as  carving  up  the  local 
market  or  fr-eezing  out  a  rival.  A  fed- 
eral court  on  Mar.  30  disagreed  and 
refused  to  block  the  merger.  But  the 
FTC  will  take  a  closer  look  before  ap- 
proving the  marriage,  which  would 
pi'oduce  a  chain  of  310  hospitals.  Co- 
lumbia remains  confident  of  approval. 


International  Business 


TRADE 


SHOWDOWN  TIME 
FOR  U.S.-JAPAN  TRADE? 

The  Clintonites  figure  the  super  yen  gives  them  the  weapon  to  open  Japan's  market 


They  talked  tough  and  rat 
tied  sabers.  But  every 
time  officials  in  the 
Clinton  Achninistra- 
tion  pushed  .lapan  to  open 
its  markets  to  U.  S.  prod- 
ucts,   their  hard-nosed 
strategy  backfii'ed.  Mere 
hints  of  a  trade  war  sent 
the  dollar  tumbling  over- 
seas and  stocks  into  a  tail- 
spin  on  Wall  Street.  The 
result:  Washington's 
record  with  Tokyo 
is    replete  with 
face-saving  compro- 
mises and  few  results. 

But  now,  President 
Clinton's  trade  nego- 
tiators are  headed 
back  for  more. 
They  are  con- 
vinced the  yen's 
rise  against  the 
dollar  is  being 
driven  piimarily  by 
Japan's  refusal  to 
cut  its  $132  billion 
global  accounts  surplus. 
They're  detemiined  to  ex- 
ploit the  strong  yen  by  '-" 
provoking  an  all-out  con- 
frontation. This  t  ime,  U.  S. 
Ti-ade  Representative 
Mickey  Kantor  swears  his  ' 
team  is  ready  to  risk  ad- 
verse market  reaction  and 
"jump  over  the  precipice." 
HOT  SEUL£!«S.  The  cun'ent  U.  S.  tar- 
get: Japan's  .$37  bilhon  suiplus  in  autos 
and  auto  parts — which  amounts  to  two- 
thirds  of  the  U.  S.  trade  deficit  with  To- 
kyo. With  deadlocked  talks  set  to  re- 
sume on  Apr.  17,  Kantor  is  preparing  an 
extensive  list  of  options  for  retaliation  if 
Japan's  cannakers  don't  boost  their  pur- 
chases of  U.  S.  parts.  This  time,  the 
U.  S.  is  weighing  a  reprisal  once  con- 
sidered unthinkable:  curtaihng  the  spe- 
cial "foreign  trade  zones"  created  at 
Japanese  cai"  plants  in  Ohio,  Kentucky, 
Tennessee,  Indiana,  and  Illinois.  The 


zones  allow  the  Japanese  plants  to  im- 
port components  at  half  the  usual  duty 
from  Asia  for  final  assembly  in  the  U.S. 
Such  hot-selUng  vehicles  as  Nissan  Mo- 
tor Co.'s  compact  pickup  tmck  and  the 
sporty  Mitsubisbj  Eclipse  are  produced 
there. 

Any  Administration  move  to  crack 
dovni  on  the  zones  is  sure  to  provoke  a 
firestonn — not  just  with  Japanese  car- 
makers but  with  state  governors  and 
U.  S.  workei-s  at  the  affected  plants  who 
fear  their  jobs  would  be  jeopardized  in  a 


trade  war.  But  one  senior  U.S.  trade  ol|:^j. 
ficial  says:  "We  have  lots  of  differen':^)^ 
options.  The  point  we're  making  is,  wel|,l.  (. 
have  no  constraints  upon  us  if  this  issut] jjj 
doesn't  work  itself  out." 

Angi-y  Tokyo  officials  declare  that  ijiiitf^ 
the  U.  S.  plays  hai-dball,  they  will  go  ^r^.^^ 
the  new  World  Ti-ade  Organization  witl|-.;[|j 
chai-ges  that  the  Administration  is  unj^  j. 
fairly  tiying  to  manage  trade  in  auto;!.,^^^ 
and  auto  parts.  "We  are  at  a  crossroads,;  r , . 
and  both  sides  ai-e  looking  at  each  othe^  . . 
without  any  illusions,"  warns  a  Tokyi!  ;  ^ 
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jgotiator.  Yet  the  Clintonites 
■e  mounting  a  coordinated  ef- 
rt:  The  Business  Roundtable 
ill  soon  announce  it  supports 
le  Administration's  tactics, 
nd  Detroit's  Big  Three  have 
led  up  the  support  of  Sen- 
e  Majority  Leader  Bob  Dole 
L-Kan.),  the  gop  Presidential 
ont-runner. 

A  trade  showdown  is  al- 
ays  dangerous.  But  the  Clin- 
nites  figure  they  have  little 
lose.  The  dollar  already  has 
ummeted  16%  against  the 
m  this  year — to  83  yen  on 
pr.  12 — so  the  Administra- 
m  trade  negotiators  figure 
ey  can't  be  blamed  for  tiig- 
!ring  the  tailspin.  Moreover, 
ith  growing  signs  that  the 
n  is  appreciating  against  oth- 

currencies — including  the 
jrman  mai'k — the  pressure  is 

Japan  to  stimulate  its  economy  or 
ike  the  trade  concessions  that  Wash- 
^on  has  long  sought. 
Japanese  officials  are  outraged  by 
lat  they  see  as  Washington's  ploy  to 
;  the  dollar  fall  to  reduce  the  $150 
lion  U.  S.  merchandise  trade  deficit.  "I 
int  the  United  States  to  feel  respon- 
se and  make  a  clear  stance  to  defend 
i  dollar,"  says  Japanese  Finance  Min- 
er Masayoshi  Takemura. 
F  THE  GROUND.  The  Clintonites  deny 
it  they're  clever  enough  to  master- 
nd  the  dollar's  descent.  But  they  like 
i  lever  that  the  gi'eenback's  fall  has 
t  in  their  hands.  "The  world's  sec- 
1-lai'gest  economy  has  an  obligation  to 
in  its  mai-kets,"  says  Treasury  Secre- 
y  Robert  E.  Rubin.  He  will  convey 
it  message  to  Takemura  on  Apr.  15, 
!  eve  of  an  Asian-Pacific  Economic 
operation  meeting  in  Bali. 
The  way  senior  Administration  offi- 
Is  see  it,  the  crisis  involves  not  a 
indling  dollar  but  a  super  yen.  By 
r.  12,  the  greenback  had  stabilized 
linst  other  major  currencies,  even 
1  ng  against  the  mark.  U.  S.  stock  and 
!  id  markets  are  thriving,  as  investors 
!  elude  that  the  American  economy  is 
i  ding  for  steady  gi-owth  and  low  infla- 
1.  And  Japan's  economy,  with  its  fi- 
icial  system  floundeiing,  can't  get  off 

ground. 

The  turbocharged  yen  is  starting  to 
lie  Japan's  exporters  and  trade  offi- 
s,  who've  watched  prices  on  their 
duets  soar.  Japan's  monetaiy  officials 
e  little  leverage  to  change  course, 
.h  short-term  interest  rates  already 
ow  as  1.75%,  the  Bank  of  Japan  has 
e  room  to  stimulate  the  economy  or 
out  troubled  banks  with  more  rate 
E  dng. 

I.  S.  officials  are  preparing  to  tell 


Now,  the  U.S.  is 
considering 
curtailing  the 
"trade  zones" 
that  let  Japan's 
carmakers  import 
components 
virtually 
duty-free 


Tokyo  that  if  it  can't  spui-  the  economy 
with  rate  cuts  or  tax  relief,  it'll  have 
to  start  accepting  more  imports.  "At 
some  point,  Japan  will  come  to  recognize 
the  only  way  they  can  stem  the  yen's 
rise  is  to  open  their  market,"  argues 
Robert  HoiToats,  vice-chau-man  of  Gold- 
man Sachs  International  Ltd. 

Enter  the  cannakers.  The  Big  Thi-ee 
are  mobilizing  for  a  sales  push.  Ford 
Motor  Co.  has  taken  control  of  the  Au- 
torama  distributorship  in  Japan  and  has 
targeted  a  5%  share  of  the  Japanese 
market,  bolstered  by  sales  of  vehicles 
made  by  Mazda  Motor  Corp.,  its  25%- 
owned  affiliate. 

Chiysler  Coi-p.  will  soon  stait  making 
right-hand-drive  versions  of  its  Jeep 
Grand  Cherokee  for-  sales  in  Japan.  Gen- 


eral Motors  Corp.  plans  to  ship  20,000 
Chevy  Cavaliers  into  Japan  next  year  to 
be  sold  as  Toyotas.  And  U.S. 
auto  makers  are  cutting  prices 
of  cars  exported  to  Japan,  a 
move  designed  to  un- 
dercut Japanese  rivals 
hamstmng  by  the  rising 
yen. 

BREAK  THE  BAN.  Still, 
U.  S.  auto  makers  gi"ipe 
that  they  can't  squeeze 
through  the  bottlenecks 
imposed  by  Japan's 
distribution  system. 
Most  dealers  are 
owned  outright  by 
Japan's  car  manufac- 
turers, who  forbid 
their  outlets  fi'om  sell- 
ing imports.  Detroit's 
Big  Three — holding  just  1%  of  Japan's 
$118  billion  auto  market — want  Tokyo  to 
exert  pressure  on  its  carmakers  to 
break  the  ban.  "Japan  is  a  strong,  stable 
economy  looking  to  compete  in  every 
other  market  in  the  world,"  says  An- 
drew Card,  president  of  the  American 
Automobile  Manufacturers  Assn.  "Why 
won't  they  let  others  compete  in  their 
markets?" 

That's  what  American  companies 
have  been  wondering  for  years.  Now 
the  Clintonites  fig-ure  it's  time  to  stop 
asking  nicely.  Although  they're  risking 
an  all-out  trade  war  and  an  outburst 
fi:'om  some  states,  U.  S.  officials  think 
an  overvalued  yen  has  given  them  their 
chance  to  take  Tokyo  to  the  mat — at 
last. 

By  Douglas  Harbrecht,  Mike  McNa- 
mee,  and  Dean  Fotist  in  Washington, 
with  Edith  Updike  in  Tokyo 


JAPAN 


FRAYING  NERVES 
IN  TOKYO 

The  currency  crisis  is  splintering  bureaucrats  and  business 


I 


n  the  game  of  capitalism,  Japan's  pow- 
eiful  Ministiy  of  Finance  has  always 
played  by  its  own  rules.  While  other 
industrial  powers  largely  opened  their 
economies  to  the  realities  of  global  fi- 
nance and  trade,  Japan's  markets  have 
remained  in  the  mof's  iron  giip.  And  in 
the  name  of  protecting  the  financial  sec- 
tor, the  MOF  has  artificially  pumped  up 
stock  prices,  giving  banks  and  compa- 
nies alike  a  fi-ee  ride  instead  of  forcing 
them  into  badly  needed  resti-ucturing. 

Now,  the  super  yen  is  increasing  pres- 
sui-e  on  the  mof  to  change  its  ways  (ta- 
ble, page  50).  While  Japan  has  much  ex- 


perience in  managing  yen  shock,  the  cur- 
rency these  days  is  looking  a  lot  strong- 
er than  the  ministiy.  Asian  centi-al  banks 
keep  dumping  their  exjaort-eamed  dollars 
and  buying  more  yen — partly  to  pay 
back  billions'  worth  of  yen-denominated 
debt  and  partly  to  strengthen  their  own 
eun'encies  by  bulking  up  yen  reser-ves. 
Speculators,  too,  continue  to  sell  dollars, 
betting  that  the  yen's  rise  is  inexorable. 

So  the  MOF  is  hearing  more  and  loud- 
er complaints  at  home.  Small  domestic 
businesses  are  getting  beaten  up  by 
cheaper  imports.  Even  savvy  exporters 
have  seen  their  price  competitiveness 


International  Business 


erode.  Meanwhile,  banks  and  insurers 
are  getting  battered  by  a  17%  stock- 
market  drop  tliis  year,  wliich  aggTavates 
their  bad  debt  woes.  And  Washington 
may  use  the  ciuTency  ciisis  to  step  up  its 
demands  for  fi'eer  trade  (page  48). 

The  pressure  is  beginning  to  tell  on 
Tokyo,  where  the  once  close-knit  biu'eau- 
cracy  is  starting  to  splinter  and  back- 
bite. Fed  up  with  the  foot-dragging, 
International  Tr-ade  &  Industry  Minis- 
ter Ryutaro  Hashimoto,  a  former  Fi- 
nance Minister,  lashed  out  in  early  April 
and  urged  the  mok  to  "urgently  get 
down  to  work  on  comprehensive  meas- 
ures" to  halt  the  yen  and  revitalize  the 
stock  market.  Only  then  did  Finance 
Minister'  Masavoslii  Takemiu"a  agi'ee  pub- 
licly with  Mil  I's  call  for  a  cut  in  the  dis- 
count rate,  now  at  1.75%.  But  so  far. 
Bank  of  Japan  Governor  Yasuo  Matsushi- 
ta has  balked.  Although  the  mof  and 
Bank  of  Japan  have  traditionally  worked 
hand  in  glove,  a  senior  mof  official  con- 
fuTTis  that  the  central  bank's  glacial  re- 


The  Finance  Ministry's 
last  quick  fix  failed: 
Another  flop  could 

cripple  its  credibility 


to  cut  the  Japanese  price  of  its  Jeep 
Cherokee  by  10%,  to  .$39,630.  Improved 
price  competitiveness  has  ah'eady  helped 
computer  makers  such  as  Compac[,  IBM, 
and  Apple  double  then-  collective  mai'ket 
share  in  1994,  to  around  30%  of  Japan's 
$9  billion-plus  PC  market. 

Wholesale  distributoi-s  and  small  retail- 
ers, which  collectively  represent  about 
30%'  of  total  employment,  ai"e  getting  hit 
even  harder.  As  prices  fall  for  imported 
goods  such  as  beef,  vegetables,  and  luxu- 
ry items,  companies  that  stock  only  do- 
mestic items  can't  C(im]iete.  "This  could 


market  could  fall  far  below  its  cmTeit 
16,000  level.  The  upshot  is  that  the  MS- 
"lias  lost  a  lot  of  pi'estige,"  says  an  ex(- 
utive  with  Yamaichi  Securities  Co.,  one  'f 
Japan's  Big  Four  brokerages.  ■ 

For  Japanese  business,  the  MOi^ 
botched  r-escue  just  postponed  the  ine]' 
table.  If  the  market  had  been  allow! 
to  tank  two  years  ago,  argues  Da\ 
Asher-  an  mof  critic  and  consultant 
U.  S.  House  of  Repr-esentatives  Repul: 
cans  on  Japan  matters,  companies  woUI 
have  faced  resti-uctiuing  and  bankruii: 
cies.  But  the  yen  was  around  120  the. 
Now,  w\th  yen  pr-essur'e  even  strongjj^ 
than  in  1992,  companies  and  financial  i| 
stitutions  face  a  mor-e  painful  adjastmeil^ 
"By  freezing  the  mar'ket  at  liigher  leve^ 
MOF  allowed  companies  to  maintain  the|: 
irrational  behavior,"  says  Asher.  | 

Without  radical  moves  to  attack  til 
tr-ade  gap,  currency  relief  seems  nowhel 
in  sight.  Japan's  stubborn  sur-plus  hi 
bar-ely  budged,  even  though  its  gooii 
have  lost  competitiveness.  If  anythini 


THE  MINISTRY  OF 
FINANCE  UNDER 
PRESSURE 


ipan's  key  regulator  and  policy  heavyweight,  the  Ministry  of  Finance  is 
e  center  of  the  yen  crisis.  The  heat  is  on  Masayoshi  Takemura's  Minis- 
tiy  from  many  sources — some  with  conflicting  demands. 


•  Small  domestic 
businesses  want  to 
keep  trade  barriers 
intact.  Their  size 
and  inefficiency 
prevent  them  from 
operating  in  an 
open  market. 


spon.se  is  creating  divisions  among  the 
two  corps  of  jfowerful  bur-eaucr-ats. 

The  only  action  expected  soon  is  the 
Apr  14  unveiling  of  a  boileri^late  stimulus 
package  to  cr'ank  up  domestic  demand: 
speeding  up  ]3ublic-wor"ks  sjiending,  add- 
ing .$12  biUion  to  the  budget,  extending 
planned  tax  cuts,  and  eliminating  stock- 
transaction  taxes  to  lift  shar-e  prices.  And 
the  centr-al  bank  will  pi-obably  lower  the 
discount  r-ate  by  50  or  more  basis  points 
soon  after-war-ds. 

PRICE  CUTS.  These  measur-es  hiuxlly  spell 
r-elief  for-  Corporate  Japan.  With  the  yen 
ar-ound  8:3  to  the  buck,  200  major-  compa- 
nies will  see  their-  expected  20%-  rise  in 
pr'etax  ear-nings  in  1995  get  hammered 
down  to  .5.1%,  accor-ding  to  a  sm-vey  by 
the  newspaper  Nikon  Keizai  Shimbun. 
Besides  earning  less  abroad,  they're  los- 
ing market  shar'e  at  home  to  U.  S.  com- 
panies making  the  most  of  the  weak  dol- 
lar-. Chr-ysler  Corp.  has  announced  plans 


•  Big  international 
businesses  and 
exporters  want  a 
weaker  yen.  They 
lose  pricing  power 
and  market  share 
with  every  addition- 
al uptick  in  the 
currency. 


•  Banks  and  insur- 
ers want  stock  pric- 
es to  rise.  They 
need  portfolio  gains 
to  offset  the  bad 
loans  and  troubled 
real  estate  invest- 
ments on  their 
books. 


•  Washington  wants 
Japan  to  open  mar- 
kets and  stimulate 
its  economy  to  re- 
duce the  trade  sur- 
plus. Negotiators 
say  this  is  the  root 
cause  of  Japan's 
currency  problems. 
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mean  a  wave  of  employment  r-estr-uctm-- 
ing,"  war-ns  J.  P.  Mor-gan  Securities  Inc. 
economist  Jesper-  Koll. 

No  wonder  the  mof  is  under  the  gun. 
Some  obser-\'ers  even  say  the  ministr-y 
worsened  the  pr-esent  crisis  by  inflating 
financial  wealth  in  1992,  instead  of  forcing 
banks  and  companies  into  gr-eater  effi- 
ciency. When  the  bubble  economy  bur-st 
in  the  ear-ly  1990s,  the  ministry  pumped 
some  $200  billion  of  postal  and  i:)ension 
savings  funds  into  the  stock  mar-ket.  It 
worked  for  a  while:  The  Nikkei  stock 
aver-age  climbed  50%-  even  while  Japan 
was  in  its  worst  ]:)ostwar  r-ecession. 

But  beginning  this  year,  for-eign  in- 
vestors pulled  out  of  the  mar-ket,  taking 
profits  on  the  huge  stock  and  yen  ap- 
preciation. More  investors  fled  after  the 
Kobe  quake  on  Jan.  17.  Now,  the  Nikkei 
has  fallen  back  to  levels  that  batter  the 
equity  portfolios  of  Japanese  banks  and 
life  insui-er-s.  And  analysts  believe  the 


exporter-s  ar-e  redoubling  efforts  to  har 
on  to  market  shar-e  overseas.  Fuithe 
more,  Japanese  banks  and  companif 
continue  to  unload  dollar-denominate 
assets,  ft-om  U.  S.  Tr-easur-y  bills  to  MC 
Inc.,  to  shore  up  their  finances.  Sine 
nonpei-forming  loans  and  real  estai 
won't  evapor-ate,  financial  institutions  ar 
Mkely  to  keep  bringing  capital  back  horn 
That  will  boost  the  yen  further  still. 

The  str-ong  yen  has  cut  Japan's  ec( 
nomic  growth  outlook  to  around  1%  fc 
1995 — and  some  think  Japan  may  eveii 
fall  back  into  i-ecession.  Another-  quick  f^  i 
like  the  stock  mar-ket  bailout  could  juti 
weaken  the  mof's  cr-edibility  fiutlien  Wit| 
Washington  talking  tough  again,  whi^! 
pei-s  of  a  more  open  Japanese  economj 
are  becoming  shouts  in  Tokyo.  Since  itj 
latest  intervention  scheme  was  such  i 
flop,  the  MOF  may  now  have  no  choicj 
but  to  listen.  ' 

By  Brian  Bremner  in  Tokyi 
 ^  i 
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'\  does  everything  your  workstation  isn't  powertul 
enough  to  do.  Everything  you  always  wanted  to  do, 
if  only  you  had  the  hardware.  And  does  it  at  a 
fraction  of  the  cost  ol  a  traditional  supercomputer. 

Its  the  new,  allordable  Cray  J90,  with  prices 
starting  at  $225,000  and  performance  scaling  up  to 
6.4  gigaflops  of  power,  8  gigabytes  of  memory  and  a 
51.2  gigabytes  per  second  memory  bandwidth. 

For  everybody  who  does  simulation,  there  is 
no  substitute  for  owning  your  own  Cray. 

Find  out  more  about  the  affordable  Cray  J90 
supercomputer.  Call  us  today  1-800-289-CRAY.  Email 
us  at  crayinfo@craycom.  Or  find  us  on  the  world- 
wide web  at  httpV/www.craycom/ 
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THE  KOREAS 


A  SHORT  HALF-LIFE 

FOR  A  NUCLEAR  AGREEMENH 

The  North  is  resisting  taking  reactors  from  South  Korea 


When  the  U.S.  reached  an  accord 
with  North  Korea  last  October  to 
ease  the  threat  of  Pyongyang's 
nucleai'  weapons  progi-am,  it  seemed  like 
a  deal  too  good  to  be  true.  The  South 
Koreans  would  build  two  light-water  re- 
actors in  the  North  based  on  their  own 
version  of  technology  originally  licensed 
from  ABB  Combustion  Engineering.  The 
burden  of  .$4  billion  in  financing  would  be 


rean  reactors,"  Gong  said  on  Apr  11. 

The  collapse  of  the  nuclear  plan  could 
spark  a  crisis  unless  the  Clinton  Admin- 
istration can  come  up  with  an  alternate 
solution.  Waslaington  is  quietly  exploiing 
the  possibility  of  allowing  Westinghouse 
Electric  Corp.  to  step  into  any  breach, 
South  Korean  sources  tell  business 
WEEK.  The  Pittsburgh-based  company  is 
eager  to  revive  its  flagging  nuclear  divi- 


ON  THE  DEMILITARIZED 
ZONE:  THE  ACCORD'S 
COLLAPSE  COULD 
PRODUCE  YET  ANOTHER 
DIPLOMATIC  CRISIS 


cal  l  led  Seoul  and  partly  by  Japan, 
leaving  the  U.S.  with  few  costs  but  a 
key  leadership  role.  And  in  return,  the 
North  froze  its  weapons  progi'am. 

Now  all  that  is  at  risk.  The  U.  S.  be- 
gan a  cnicial  round  of  negotiations  with 
Pyongyang  diplomats  Apr.  12  in  Berlin. 
The  North  has  imposed  an  Apr.  21 
deadline  for  signing  a  final  agreement. 
The  sticking  point  is  this:  Seoul  is  insist- 
ing that  the  North  accept  wording  call- 
ing for  "South  Korean-type  i-eactors." 
But  the  North,  eager  to  avoid  acknowl- 
edging the  South's  technological  super- 
iority, refuses  to  let  it  take  the  lead  in 
building  the  plants. 

Seoul  says  it  is  prepared  to  walk 
away  from  the  deal  unless  it  gets  its 
way.  Foreign  Minister  Gong  Ro-Myung 
is  threatening  to  pull  out  of  the  Korean 
Energy  Development  Organization,  a 
consortium  set  up  to  manage  the  pro- 
posed plants.  "We  won't  compromise, 
and  there's  no  alternative  to  South  Ko- 


BACKUP 


If  Seoul 
walks,  Clinton  may  try 
to  tap  Westinghouse, 
but  huge  problems 
lie  in  the  way 

sion  with  a  first  sale  of  its  new  $900 
million  AP-600  light-water  i-eactor.  De- 
veloped at  a  cost  of  $350  million,  it's 
billed  as  cheaper,  safer,  and  simpler  than 
cun-ent  models. 

Westinghouse  hopes  to  sell  dozens  of 
the  new  reactors  in  Asia.  But  the  hard- 
est one  to  sell  is  the  first.  That's  why 
the  company  may  be  willing  to  take  an 
equity  position  in  a  fii'st  one  in  North 
Korea,  according  to  South  Korea's  larg- 
est newspaper,  Chosun  Ilbo. 


The  State  Dept.  denies  it  is  considf 
ing  a  lead  role  for  Westinghouse 
the  company  also  denies  it  is  angl 
for  a  Noith  Korean  deal.  "Westingho 
is  not  involved  in  discussions  or  negot. 
tions  among  the  U.S.  government,  tl 
Repubhc  of  Korea,  and  the  North  Koi 
an  government  I'egarding  the  supply  oi 
Light-water  reactor  to  North  Korea,"  t 
company  said.  Souix-es  at  Westinghou 
say  their  competitors  in  South  Kor 
stand  to  benefit  ft'om  the  publicity  ei 
broiling  the  company. 
SHALLOW  POCKETS.  There  could  be  1 
of  problems  even  if  Westinghouse  do 
step  in.  One  is  the  Republican  Congre 
which  has  opposed  help  for  North 
rea's  Communist  regime.  Additional 
nancing  could  be  a  problem  because 
U.S.  government  guarantees  would 
available  and  North  Korea  is  broke  a 
can't  afford  to  help  pay.  Seoul  aim 
certainly  would  not  help  provide  fina 
ing  because  the  deal  would  be  perceiv 
as  a  breakthrough  for  Pyongyang, 
has  long  been  the  North's  goal  to  de 
directly  with  the  U.  S.,  cutting  Sec 
out  of  the  dialogue.  So  there  could 
new  tensions  between  Washington  a 
President  Kim  Young  Sam. 

Westinghouse  also  could  find  its  re 
tions  strained  with  the  governmen 
owned  utility  Korea  Electric  Pow 
Corp.  The  U.S.  company  is  current 
working  on  a  nonnuclear  power  proje 
in  Inchon  with  KEPCO,  which  was 
have  been  the  primary  contractor  f 
the  North  Korean  nuclear  plants. 

And  there  ahnost  certainly  would  be 
battle  in  Washington.  A  Westinghou 
deal  would  be  "dead  on  anival"  if  it  g 
to  Congress,  says  Douglas  Paal,  pre 
dent  of  the  Asia  Pacific  Policy  Cent 
One  possible  way  ai'ound  U.  S.  technolo 
restrictions  would  be  to  enter  a  joi 
venture  with  a  Japanese  partner,  sue 
as  Mitsubishi  Heavy  Industries  Lti 
Even  that,  however,  would  require  a 
provals  from  the  U.  S.  State,  Ener 
and  Commerce  Depts.,  the  company  say 

So  the  Clinton  Administration  cou 
find  that  none  of  its  options  work, 
has  staked  a  gi'eat  deal  of  prestige  o 
defusing  the  North  Korean  nucle 
threat,  in  the  face  of  Republican  cri 
cism.  But  Pyongyang  and  Seoul  cou 
make  it  impossible  for  Washington  t 
broker  a  deal.  If  the  Berlin  talks  fai 
some  diplomats  expect  North  Korea 
restart  its  nuclear  reactor  and  resu 
generating  weapons-gi-ade  material.  Thf 
would  make  last  October's  breakthrou 
seem  like  a  distant  memory  indeed. 

By  Laxmi  Nakaymi  in  Seoul,  Step 
Baker  in  Pittsburgh,  and  Amy  Bom 
in  Washington 
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he  Corporate  Line  of  ' 
highly  productive  high" 
volume  copying  systenns  is/ 
one  magnificent  expression  of 
Canon's  visionary  thinking. 

For  instance,  the  Canon 
NP  9850  Copier-Duplicator  is 
a  powerful  high-volume,  high- 
speed machine.  It's  the  latest 
addition  to  The  Corporate  Line 
to  feature  sophisticated  docu- 
ment handling  and  finishing  capa- 
bilities. Furthermore,  every 
machine  in  The  Corporate  Line, 
including  the  NP  9800.  NP  8530, 
d  NP  6060,  is  a  monument  to 


reliability  and  durability.  In  other 
words,  they're  built  to  maximize 
productivity,  uptime,  and  output 
to  meet  the  needs  of  your  busi- 
ness— day  in  and  day  out 

Now,  as  never  before,  you 
can  equip  your  entire  office,  from 
central  repro  departments  to  just 
across  ti^ie  hall,  with  Canon's  sys- 
tem solutions  and  make  today's 
most  advanced  office  technology 
work  for  you. 

When  the  rest  say  you 
can't,  Canon  says  you  can. 

For  more  information,  call 
l-800-OK-CANON. 


Canon 
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MEXICO:  A  NEW  RUMBLE 
OF  REVOLT 


structures  and 


In  early  April,  the  Rio  Grande  bridge  between  El  Paso, 
Tex.,  and  Ciudad  Juarez  in  Mexico  was  the  site  of  an  un- 
usual protest.  Frustrated  at  the  meager  financial  support 
Juarez  gets  from  Mexico  City,  the  local  mayor,  Francisco 
Villari-eal,  erected  his  own  makeshift  toll  booths  in  front  of 
those  of  the  Mexican  government.  For  three  days,  traffic 
backed  up  for  miles  as  stalwarts  from  the  mayor's  opposition 
National  Action  Party  (pan)  collected  tolls  from  motorists 
leaving  Mexico  for  the  U.  S. 

Federal  police  eventually  dismantled  the 
arrested  Villarreal.  But  that  won't  end  the 
growing  revolt  against  the  authority  of  the 
federal  government  in  Mexico  City.  From 
Chiapas  in  the  south  to  Chihuahua  in  the 
north,  Mexican  businesspeople  and  politi- 
cians are  growing  bolder  in  defying  the 
once  all-powerful  central  government  and 
presidency.  They  are  resisting  taxes,  ig- 
noring central  directives,  and  demanding 
gi-eater  say  in  how  money  is  spent  in  their 
regions.  "For  a  whole  century  we  have 
suffered  from  a  presidentialism  that 
has  destroyed  the  best  opportunities 
for  this  country,"  asserts  Vicente  Fox,  a 
fiery  pan  politician,  who  is  likely  to  be 
elected  governor  of  the  state  of  Guanajuato  on  May  28. 
GOOD  SHOT.  The  PAN,  a  consei"vative  party  that  caters  to  the 
middle  class  and  small  business,  is  both  spearheading  the 
demands  for  decentralization  and  tapping  into  the  provinces' 
I'esentment  of  the  capital's  wealth.  Aided  by  growing  anger  at 
the  Institutional  Revolutionaiy  Party  (pri)  for  its  mishandling 
of  the  economy  and  by  a  new  intolerance  of  corruption,  the 
PAN  is  snapping  up  control  of  states  and  towns.  It  recently 
won  the  important  governorship  of  Jalisco  and  could  win 
three  more  this  year.  The  pan  also  has  a  good  shot  at  taking 
control  of  CongTess  in  1997 — which  would  revolutionize  Mex- 
ican politics  by  f-nding  the  PPJ's  monopoly  on  power. 


VILLARREAL:  l/iuler  arrest 


Sensing  a  big  opportunity,  the  pan  has  mapped  out] 
strategy  opposing  President  Ernesto  Zedillo  Ponce  de  Leoi 
unpopular  austerity  progi'am.  But  Zedillo's  push  for  cle; 
elections  benefits  the  pan,  so  it  is  supporting  his  efforts 
quell  the  rebellion  in  Chiapas  and  to  check  the  pri  old  gu; 

In  the  best  example  of  such  cooperation,  Zedillo  has  a| 
pointed  an  attorney  general  from  the  pan,  Antonio  Lozai 
Gracia,  and  given  him  wide  latitude  in  tackling  the  corrui 
judiciaiy  and  law-enforcement  systems.  Both  the  pan  and 
dillo  have  gained  from  Lozano's  coups  such  as  the  jailing 
the  brother  of  former  President  Carlos 
Unas  de  Gortari. 

But  at  the  local  level,  Zedillo's  relatioii 
with  the  PAN  are  gi'owing  contentious.  T] 
states  are  tired  of  watching  as  the  federl 
government  builds  and  profits  from  hydr| 
electric  dams  or  megaresorts  in  their  are 
but  gives  them  little  money  to  deal  wii 
local  poverty.  The  economic  crisis  hi  i 
pushed  this  issue  to  the  forefront,  as  son  • 
X  governors  are  demanding  the  right  to  rais 

\°\  their  own  funds  and  decide  how  they'i 

spent.  Right  now,  the  states  have  little  ai 
thority  to  tax  and  get  a  measly  18%  of  fei 
eral  revenues.  The  new  pan  governor  < 
JaKsco,  Alberto  Cardenas,  has  already  led  his  colleagues,  ii 
eluding  some  ft'om  the  pri,  in  forcing  the  government  to  remii 
gotiate  $3.2.5  billion  in  state  debt.  j 
In  the  months  ahead,  Zedillo's  greatest  challenge  will  If 
to  keep  the  devolution  of  power  already  under  way  from  d()' 
generating  into  chaos.  He  probably  believes  that  decentraj: 
ization  and  pluralism  are  the  best  cures  for  Mexico's  corrur 
tion  and  waste.  But  the  risk  is  that  his  ceding  control  wi 
provide  openings  for  enemies  unwilling  to  accept  that  oiw 
party  rule  is  near  its  end. 

By  Elisabeth  Malkin  in  Mexico  Cit\ 
with  Stephen  Baker  in  Ciudad  Juan 


GLOBAI/WRAPUP 


ELEOTION  SHOCKER  IN  JAPAN 

►  Disgruntled  voters  shocked  political 
parties  !  iy  picking  maverick  indepen- 
dents as  the  new  governors  of  Tokyo 
and  Osaka  prefectures.  This  is  the 
first  time  anyone  with  no  party  affilia- 
tion will  run  either  of  Japan's  two 
largest  metropolitan  districts.  The 
victories — by  a  comedian  and  a  TV  ac- 
tor— dramatize  the  disdain  in  which 
most  urban  Japanese  hold  the  coun- 
try's six  major  parties.  Although  the 
parties  are  now  expected  to  engage  in 
deep  "self- reflection,"  a  projection  by 


Kyodo  News  Service  showed  that  the 
three-party  ruling  coalition  would 
likely  retain  power  in  expected  na- 
tional elections  later  this  year. 

CALLING  NORTH  KOREA 

►  AT&T  has  announced  it  is  offering 
telephone  service  to  none  other  than 
North  Korea,  probably  the  world's 
most  pai-anoid  state.  Operator  calls 
can  be  made  from  anywhere  in  the 
U.  S.  to  North  Korea.  And  from  Cali- 
fornia, New  Jersey,  and  New  York 
City,  you  can  dial  direct  to  Pyong- 
yang. But  if  you  don't  know  the  num- 


ber  of  the  person  you're  calling,  for-  ■ 
get  about  getting  help.  As  AT&T  puts  i 
it:  "North  Korea  will  not  be  providing! 
directory-assistance  services." 

ISRAELI  IHDUSTRIAL  PARKS 

►  Israeli  Foreign  Minister  Shimon 
Peres  and  Industry  &  Trade  Minister  j 
Micha  Harish  are  backing  a  scheme  to! 
establish  industrial  parks  along  the  j 
Palestinian  autonomous  areas.  The  [ 
idea  is  to  attract  international  invest-  ; 
ment,  boost  Palestinian  employment,  j 
and  reduce  the  need  for  Palestinian  } 
labor  inside  Israel. 
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Congratulations  to  the  United  States  Cycling  Team  on  winning 
14  medals  at  the  Pan  American  Games. 

(See?  Having  a  newspaper  route  when  you're  a  kid 
really  can  help  you  later  in  life.) 


DS  is  proud  to  be  a  part  of  Project  '96,  an  innovative  program  using  information  technology  to  develop  more 
TTodynamic  bicycles,  analyze  xinnd  tunnel  research  and  monitar  athletic  per fornmnce.  All  to  help  the  U.S.  Cycling 
mm  go  faster-  than  they've  roer  gone  before.  So  Jar,  so  good.  For  more  information,  please  call  us  at  (214)605-7000. 


EDS 


Recently,  some  luxury  car  makers  have  seen  their  leather  seats  tanned  a  second  tin  m 


In  recent  rankings  ot  retained  value,  Chrysler  Concorde  topped  not  only  some  of  t 


more  common  contenders,  but  indeed,  some  of  the  more  distinguished  entries  amo 


luxury  sedans.  To  name  names,  Lexus  ES300  and  Infiniti  G20.  After  one  ye 


Chrysler  Concorde  outshone  both  these  models  in  retained  value.  Ai 


Concorde  is  priced  hundreds,  even  thousands,  of  dollars  less  to  begin  with. 


p.eptrimmed  seats. 


)werful  V6  engine  gives  a  smooth,  spirited  performance.  Anti-lock  brakes  and 
lal  front  air  bags^  are  standard.  And  Concorde  packages  all  its  luxuries  into  the 
laciousness  of  cab-forward  design.  So  if  you're  looking  for  a  car  that's  a  kick 


drive  and  offers  value  far  down  the  road, 
ok  at  Concorde.  For  more  information,  call 

r 

:800-4'A-CHRYSLER. 


Chrysler  Concorde 

form   follows    f  u  n  c 


lion 


Trade-in  laluc  L-xprawd  as  a  Ix-rceniagc  nf  new  '"^3  model  year  MSRPs    SoiirCL':  hlADA  Used  Car  Guide,  most  recent  mmth  cakulaied  .Si'/ilfmbcr  ('^94.  rAluays  near  your 


seat  hell 


Science  &  Technology 


COMPRESSION 


A  MAGNETIC  MUG  SHOT 
ON  YOUR  CREDIT  CARD? 

Kodak's  highly  compressed  images  could  slash  plastic  fraud 


L 


ike  many  good  ideas,  it  came  like  a 
bolt  from  the  blue.  Driving  to  work 
in  late  1992,  Eastman  Kodak  Co. 
mathematician  LawTence  A.  Ray  heard 
a  radio  news  report  about  credit-card 
fraud.  He  thought:  Why  not  encode  a 
picture  of  the  cardholder  on  the  card's 
magnetic  strip?  Unlike  photos,  the  digi- 
tized image  would  be  hard  to  alter. 
When  the  card  was  swiped  through  a 
reader,  the  image  would  pop 
up  on  the  clerk's  screen. 

The  idea  worked.  In 
late  March,  Kodak  an- 
nounced that  its  scientists 
had  compressed  a  human 
facial  image  two-hun- 
dredfold, down  to  an  in- 
credibly tiny  50  bytes, 
just  small  enough  to  fit 
into  the  unused  storage 
space  on  a  credit  card's  mag- 
netic strip.  Two  blue-chip 
partners,  Citicorp  and  IBM, 
plan  to  test  Kodak's  system 
with  customers,  probably  this 
summer.  Kodak  hasn't  set  a 
world  record  for  compres- 
sion— the  Houston  Advanced 
Research  Center  recently 
demonstrated  three-hundred- 
fold compression,  using  math- 
ematical constructs  called 
wavelets,  harc  has  licensed 
it  to  Ball  Corj).  for  satellite 
images.  Still,  Kodak's  is  clos- 
er to  commercialization,  ac- 
cording to  Richard  F.  Doherty,  director 
of  Eiivisioneering  Group,  a  Seaford 
(N.  Y.)  ;maging  consultancy.  Says  Do- 
herty: "It's  a  true  breakthrough." 
NOSE  NO.  17.  The  system  provides  two 
levels  of  securr  y  A  salesclerk  can  catch 
obvious  fi-aud  by  comparing  the  picture 
•  in  the  checkout  terminal's  screen 
against  the  person  who  jjresents  it.  Be- 
yond that,  a  series  of  bits  derived  from 
the  |)ottrait,  called  a  verification  code,  is 
sent  to  tl)e  bank  along  wilii  the  usual 
data,  such,  as  the  sale  amount.  If  the 
code  doesn't  match  what  the  bank's 
computer  expects,  the  transaction  is  r-e- 
jected.  The  code  changes  with  each 
transaction,  a  big  advance  on  current 


static  codes  that  can  be  easily  forged. 
Result:  Even  if  a  clever  thief  managed 
to  fool  a  clerk  by  encoding  his  own  por- 
trait on  the  strip,  he  would  still  be 
caught  by  the  bank  computer.  "It's  like 
a  door  with  interconnecting  locks,"  says 
Ray.  "It  won't  open  without  both  keys." 

Kodak  won't  reveal  details  about  the 
comjjression  technology  because  its  pat- 
ents are  pending.  But  Ray  says  his 


The  image  at  left  takes  up  10,000  bytes  of  magnetic 
storage.  Kodak  can  produce  the  one  at  right  with  just  50 
bytes.  Here's  how  other  compression  techniques  compare: 


METHOD 


TECHNIQUE 


COMPRESSED  FILE  SIZE 
IN  BYTES 


TIFF 

Discrete  cosine  transform 

3,820 

JPEG 

Discrete  cosine  transform 

1,682 

ITERATED  SYSTEMS 

Fractals 

140 

KODAK 

Matching 

50 

DATA:  ENVISIONEERING  GROUP.  SEAFORD,  N  Y 

team  started  with  a  big  edge  over  other 
techniques  because  it  was  dealing  with 
just  one  type  of  image:  a  face.  It  would 
have  two  eyes,  a  nose,  a  mouth,  hair, 
and  so  forth,  thus  limiting  the  informa- 
tion needed. 

Kodak's  method  staits  with  a  low-res- 
olution image  of  about  10,000  bytes. 
Then,  says  Ray,  it  squeezes  it,  using  "a 
very  clever  police-sketch  type  of  algo- 
rithm." Without  giving  away  important 
details,  Ray  says  the  algorithm  breaks 
down  the  image  into  small  portions  and 
then  finds  ones  that  match,  so  the  over-all 
face  can  be  represented  more  compactly. 
Of  course,  it's  more  complex  than  that, 
and  Kodak  has  developed  software  that 


blends  features  to  deliver  a  more  life, 
like  portrait. 

Kodak's  technology  has  other  advan 
tages,  too:  Some  new  point-of-sale  termi 
nals  can  be  converted  to  use  it  for  as  lit 
tie  as  $500.  Photos  could  be  taken  a 
bank  br-anches  or  gathered  from  moto 
vehicle  departments.  It's  less  intrusivi 
than  scanning  fingerprints  or  retina 
and  more  fraud-proof  than  electroni 
sigTiatur'e  pads. 
SMART-CARD  SWITCH.  But  a  photo 
security  system  wor-ks  only  for  face-to 
face  tr-ansactions,  currently  just  60%  o 
all  sales  on  the  Visa  International  net 
wor'k  and  shrinking.  What's  more,  bot 
Visa  and  MasterCard  International  In( 
plan  to  phase  out  magnetic-strip  car-d 
in  the  next  decade,  switching  to  smar 
car-ds  with  computer  chips  that  ca 
store  far-  more  infor-mation.  It's  not  clea 
that  many  banks  or  retailers  will  spen 
money  converting  to  Koda 
technology  that  could  soo 
be  obsolete. 

Visa  also  reports  tha 
credit-card  fraud  on  it 
global  networ-k  has  shiim 
about  20%  in  each  of  th 
last  two  year-s,  thanks  t 
new  security  measures 
such  as  software  that  de 
tects  aberr-ant  spendin 
patter-ns  for  an  individual  can 
And  banks  and  r-etailers  don 
know  how  customers  will  r-ea< 
to  having  their  pictur-e  s 
widely  used.  "The  Kodak  sys 
tem  is  an  inter-esting  technolc 
gy,"  says  Peter-  R.  Hill,  Visa' 
senior  vice-pr-esident  for  paj 
ment  technologies.  "But ...  it 
not  clear  what  degr-ee  of  ai 
ceptance  it  will  have." 

Still,  IBM  executives  believ 
that  smart  cards,  which  cos 
more,  won't  be  widespread  i 
the  U.S.  for  year-s.  "Thi 
technology  could  certain!; 
have  a  good  r-un  befor-e  smart  cards  bt 
come  per-vasive,"  says  WarTen  J.  Aye 
Jr.,  the  IBM  executive  in  charge  of  th 
Kodak  relationship. 

Kodak  has  its  own  smart-car'd  pla^ 
developing  its  technology  with  France' 
Gemplus,  the  leading  maker  of  smar 
cards.  The  technology  also  can  scjuelc 
check  ft-aud  by  putting  digitized  image 
onto  oi-dinary  checks,  using  a  stamp 
sized  bar-  code  that  looks  like  a  checker 
boar-d.  Other  possibilities:  Employe 
I.  D.  cards  and  government  welfar 
cards  and  checks.  If  Kodak  is  righl 
your-  image  could  soon  be  popping  up  o: 
computer  screens  all  over  the  place. 

By  Mark  Maremont  in  Bosto- 
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The  hammer  cost  $17  Their  time  cost  $100. 


We  all  know  that  the  cost  of  acquiring  maintenance  and  repair  items  is  too  high- 
often  higher  than  the  cost  of  the  item  itself. 

Grainger  can  help  you  cut  that  cost  dramatically.  As  a  matter  of  fact,  we're  already 
doing  it  for  two  thirds  of  the  Fortune  100.  How?  Here  are  some  examples: 

We  supply  thousands  of  products-broad  selections,  many  lines-enabling  you  to 
replace  hundreds  of  suppliers  with  just  one. 

With  our  sophisticated  systems,  we  get  your  orders  to  you  fast-and  error-free. 

We  can  even  help  you  restructure  your  entire  purchasing  process  to  make  it  more 
cost-effective.  And  make  your  people  more  productive. 

Maybe  you  should  take  advantage  of  our  experience  and  ^SnnnS^^vS 
capabilities  to  make  the  next  step  in  your  cost  reduction  GKAIfIGER^ 

programs.  Call:  1-800-905-3338  ext.  1389.  a  Division  of  W.W.  Grainger,  inc. 


1-31995  W  W  Grainger,  Inc 


COMPAQ 
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It's  uncanny.  That  incredible 
ability  to  tell  something's 
v\  rona  w  hen  things  appear  ri^^ht.  And 
the  skill  to  take  care  of  the  problem  before  anyone 
else  knows  something  is  amiss. 

But  this  isn't  about  mothers.  This  is  about  those 
fortunate  enough  to  be  working  with  the  new 
Compaq  Deskpro!  A  computer  that  can  send  warnings 
to  its  user  -  before  the  bits  hit  the  fan. 


You    Know   That    Sixth  Sense 


Mothers    Have    With    Their  Children? 


Now   It    Comes   In    A  Computer 


And  that  means  the  chance  to  tend  to  a  hard 
drive  that  isn't  up  to  snuff  before  the  real  trouble 
begins.  As  \^ell  as  the  watchful  eye  to  know  exactly 
where  everything  is:  because  Deskpro  makes  it 
possible  to  conduct  an  entire  desktop  in\entorv  with 
the  touch  of  a  button. 

It's  called   Intelligent   Manageability.   And  it 
pretty  much  removes  the  guesswork 
from  desktop  management.  And 
replaces  it  with  peace  of  mind. 


-r»'     :  >    V  >  \  .  -->1 


Introducing  the  new  Compaq  Deskpro 


th  all  Compaq  PCs.  Deskpro  is  covered  bv  our  free  3-year  limited  warrantif-.  For  more  information  on  our  full  line  of  Compaq  desktop  PCs.  call  us  at  1-800-345-1518  or  reach  us  on  the  Web  at  www.compaq.com.  In 
Canada,  we  can  be  reached  at  1  800-567-lfil6.  C'  1995  Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  and  Deskpro  registered  U.S  Patent  and  Trademark  Office,  Some  features  available  with  Compaq 
Deskpro  and  independent  software  applications.  Other  features  only  available  with  Windows  95. 


BREITLING 


1884 


FHSI 


OLD  N'AVITIMER 

\  w  iiiMbK:  0\  Course  and  o\  Time.  With 
turn-  ,i  crucial  aspect  of  air  travel,  the  watch 
has  long  been  viewed  bv  pilots  and 
na\  ij;ators  as  their  basic  personal  instrument. 
Even  in  this  age  ot  sophisticated  navigation 
satellites  and  radio  beacons,  compact 
computers  like  the  \.\viT[MER's  continue  to 
effect  routine  flight  calculations. 
Todav,  \.\MT1.\IER  mechanical  chronographs 
with  built-in  slide  rule  rank  as  the  premier 
instruirent  at  a  pilot  s  ser\  ice.  Based  on  a 
design  \  >ted  official  watch  of  the  Aircraft 
Owners  iv  i'lUit-.  .Association  in  1952,  current 
X.^MTlMCk  n.odeK  all  incorporate  Bre:tli\g's 
innovative  slide  rule  Relentlesslv  improved 
o\  er  the  years,  .\  w  ITIMERS  are  amazingly 
simple  to  use,  watt-r-resistant,  and  their  trim 
good  looks  remain  as  unmistakable  as  e\  er. 


HOG 

OlS  5.7  210 


Selfwinding  mechanical  chronograph  cali- 
brated to  y^th  of  a  second. 

30-minute  and  12-hour  totalizers. 

Power  reserve  in  excess  of  42  hours. 

Easv-to-read  calendar. 

Aviation-tvpe  slide  rule  also  suitable  for 
weight,  measure  and  currencv  conversions. 

Case  water-resistant  to  30  m  (100  ft)  with 
glareproofed  cambered  sapphire  crystal. 

Made  in  steel,  in  steel  and  18K  gold  and  in 
solid  ISKgold. 

Available  with  three  types  of  leather  strap 
with  choice  of  tang-type  buckle  or  folding 
clasp,  or  else  with  a  "Pilot"  bracelet. 


AUTHORIZED  BREITLING  AGENTS: 


FINE  JEWELERS  SINCE  1914 

Select  locations  throughout  Texas 
1-800-866-GEMS 


INSTRUMENTS      FOR  PROFESSIONALS 


Developments  to  Watch 


IDITED  BY  NEIL  GROSS 


rH£  WONDERS 
)F  A  TWO-FACED 
MOLECULE  

HE  NEEDLE-AND-THREAD 

echnology  being  spun  at  the 
Jniversity  of  Illinois  has 
othing  to  do  with  what's  in 
randma's  sewing  basket, 
cientists  use  it  to  stitch 
laterials  on  the  molecular 
cale,  using  elongated  mole- 
ules  stiff  on  the  "needle" 
nd  but  soft  like  thread  at 
ie  other.  The  molecules  are 
nly  0.01  micron  'ong,  so  you 
'ould  need  a  necklace  of  275 
)  circle  a  human  hair. 

What's  almost  magical, 
lys  chemist  Samuel  Stupp, 
'ho  heads  the  research  team, 
.  that  the  needle  ends  are 
rawn  to  each  other  like 
lagnets,  and  the  soft  ends 

so  clump  together.  The  re- 
lit: The  molecules  "self-as- 
mble,"  clustering  in  parallel 
y  the  millions  to  create  an 
'trathin  polymeric  film  that 
m  have  totally  different 
'  '•operties  on  either  surface, 
or  instance,  engineers  could 

ake  one  side  sticky  and  the 
.her  slick.  Such  a  fQm,  Stupp 

iggests,  could  be  rolled  into 


THESE  IMPLANTS  GROW'  IN  A  LAMB'S  HEART 


EACH  YEAR,  ROUGHLY  60,000 

Americans  have  an  artificial 
heart  valve  implanted  to  re- 
place one  that  fails  to  regu- 
late blood  flow  properly.  Con- 
structed from  plastic  or 
extracted  from  the  heart  of 
a  pig,  such  implants 
cannot  make  use  of 
the  body's  mecha- 
nisms for  growth 
and  repair.  They 
wear  down  over 
time  and  can  cause 
blood  clots.  So 
scientists  want 
to  "grow"  new 
heart  valves  from 
living  cells. 

This  month,  a 
collaboration  of  Ad- 
vanced Tissue  Sci- 
ences in  La  Jolla, 
Calif.,    and  Boston 
Children's  Hospital 


V 


announced  promising  results 
with  cells  grown  on  a  biode- 
gi'adable  scaffolding  made  of 
polyglycolic  acid — the  materi- 
al used  in  dissolvable  surgi- 
cal sutures.  Cells  extracted 
from  lamb  blood  vessels  took 
about  10  weeks  to  grow 
around  the  scaffolding  and 
form  valves.  Placed  in  the 
hearts  of  seven  lambs,  the 
valves  have  functioned  nor- 
mally for  two  weeks.  Over 
time,  the  scaffolding  dissolves 
and  is  absorbed  by  the 
lambs'  bodies, 
t  leaving  just 
'■    '"  the  cells.  Re- 
searchers, how- 
"-^^     ever,  caution  that 
a  wide  gulf  separ- 
ates sheep  trials  and 
human  applications. 
Human  tests  are  still 
years  away. 


artificial  arteries  whose  out- 
side would  adhere  to  sur- 
rounding tissue — yet  inside, 
blood  would  flow  freely.  Or 
each  side  could  be  tailored  to 
stick  to  different  materials, 
leading  to  composite  panels 


for  aircraft  and  car  bodies 
even  sturdier  than  today's 
tougher-than-steel  composites. 
3M  Co.  says  the  needle-and- 
thread  approach  is  very  clev- 
er and  may  promise  a  new 
generation  of  superfilms. 


MAKING  SENSE  OF  SWIRLING  AIRFLOWS 


TURBULENT  AIR  CURRENTS 

around  a  car  or  jet  are  very 
complex.  They  can  strain 
even  supercomputers  using 
traditional  equations  that 
break  the  smooth  move- 
ment of  air  into  billions  of 
tiny  steps.  Errors 
become  magnified  as 
equations  are  repeat- 
ed. So  Exa  Corp.  in 
Cambridge,  Mass.,  is 
trying  a  different  ap- 
proach—one that 
traces  its  roots  to 
the  work  of  John  von 
Neumann  in  the 
1940s.  Its  "lattice 
gas"  method  assumes 
that  globs  of  mole- 

I  cules  are  restricted 

'  to  moving  along  the 


lines  of  a  three-dimensional 
lattice,  bouncing  off  one  an- 
ther only  at  the  intersec- 
tions. Exa  has  found  a  way 
to  erase  the  traces  left  by 
this  simplification. 
If  it  works,  Exa's  ap- 


proach could  let  designers 
solve  aerodynamic  problems 
while  seated  at  worksta- 
tions instead  of  supercom- 
puters. The  company,  found- 
ed in  1992  by  Kim  Molvig,  a 
theoretical  physicist  at  Mas- 
sachusetts Institute  of  Tech- 
nology, is  still  working  out 
some  kinks.  Last 
year,  a  glitch  devel- 
oped in  software.  But 
some  big  potential 
customers  are  willing 
to  wait.  Says  Mark 
Gleason,  a  supervisor 
at  Chrysler  Corp.'s 
aerodynamics  and  flu- 
id dynamics  depart- 
ment in  Auburn  Hills, 
Mich.:  "Some  of  their 
results  on  benchmark 
problems  have  been 
excellent." 


A  SAFER  WAY  TO 
ZAP  BRAIN  TUMORS 

DOSES  OF  HIGH-ENERGY 

radiation  from  linear  ac- 
celerators and  so-called 
gamma  knives  can  knock 
out  malignant  brain  tu- 
mors. But  these  treat- 
ments are  expensive  and 
can  damage  surrounding 
tissue.  Five  years  ago, 
scientific  startup  Photo- 
electron  Corp.  in  Walt- 
ham,  Mass.,  laid  out  a 
therapeutic  strategy  to 
attack  metastatic  brain 
tumors  with  greater  pre- 
cision and  fewer  side  ef- 
fects. Its  approach,  called 
the  photon  radiosurgery 
system  (prs),  is  now  in 
full-scale  clinical  trials  at 
Massachusetts  General 
Hospital,  Memorial 
Sloan-Kettering  Cancer 
Center  in  New  York,  and 
other  institutions.  Early 
results  show  it  to  be  an 
effective,  economical  tool 
to  kill  tumors  other  ther- 
apies can't  reach. 

With  PRS,  low-energy 
photons  are  injected  into 
a  tumor  through  a  thin, 
100-mm-long  needle.  It's 
inserted  through  tracks 
left  by  an  earlier  tumor 
biopsy,  so  there's  no  new 
trauma.  Best  of  all,  the 
X-rays  are  precisely  caU- 
brated  to  match  the  size 
and  shape  of  the  tumor, 
sparing  healthy  brain  tis- 
sue. The  entire  procedure, 
taking  40  minutes,  is  com- 
pleted in  one  shot,  win- 
ning it  the  moniker  "vir- 
tual outpatient  brain 
surgery."  At  $500,000,  prs 
hardware  is  one-fifth  the 
price  of  the  conventional 
X-ray  machines  used  to 
treat  tumors.  If  the  Food 
&  Drug  Administration 
approves,  Photoelectron 
wdll  expand  clinical  trials 
to  include  cancers  of  the 
breast,  bladder,  prostate, 
and  other  organs. 
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Our  Business  Ir 

Do  What  You  D(| 


3h' 


g¥)urs 
.Even  Better. 

Your  business  has  a  good  fou7idation.  Noiu  it's  time  to 
build  on  it.  But  you  could  be  serving  your  clients  in  luays  you 
haven  t  yet  dreamed  of.  And  we  can  help.  We  go  beyond  creative 
financing  by  providing  innovative  solutions  to  all  kinds  of 
business  needs.  Like  helping  a  circus  move  across  the  country 
by  supplying  the  needed  vans  and  flatbeds  though  a  flexible 
one-way  rental  program.  Or  helping  a  company  solve  technolog- 
ical problems  with  its  computer  netiuork,  and  tap  into  global 
markets  by  creating  ad7ninistrative  software  to  allow  the  service 
of  global  customers. 

At  GE  Capital,  were  24  diversified  businesses.  Each  one 
devoted  to  helping  you  build  your  business- so  you  can  do  what 
you  do  best... even  better  To  find  out  more,  call  1-800-243-2222. 


GE  Capital 

Our  Business  Is  Helping  Yours  ' 


AMERICOM  •  AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •  COMMERCIAL  EOUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  EMPLOYERS  REINSURANCE  CORPORATION 
EQUITY  CAPITAL  GROUP  •   FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES  •  GECC  FINANCIAL  (HAWAII) 
GENSTAR  CONTAINER  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •   MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


Marketing 


BEVERAGES 


FROM  THE  MICROBREWERS  WHO 
BROUGHT  YOU  BUD,  COORS . . . 

The  giants  are  tiying  to  give  their  specialty  beers  the  mystique  of  the  micros 


1 


MILLER  TIME: 

Red  Dog  is 
expected  to 
sell  2  million 
barrels  in  '95 


Christopher  Ruderman,  35,  is  just 
the  sort  of  fellow  to  give  the  big 
brewers  indigestion.  Relaxing  with 
a  bottle  of  Pyramid  Ale  at  Chicago's 
U.  S.  Beer  Co.,  once  a  workingman's 
tavern  and  now  a  bar  showcasing  100 
regional  brews,  Ruderman  says  the 
trendy  new  beers  pouring  out  of  the 
national  brewers  leave  him  cold.  Miller 
Brewing  Co.'s  popular  new  Red  Dog? 
"It  doesn't  impress  me  in  the  slight- 
est." Anheuser-Busch  Cos.'  Red  Wolf?  "I 
ain't  buying."  He  goes  on:  "They  seem 
so  mass-produced.  Now,  buying  micros — 
that's  the  ticket." 

More  and  more  beer  drinkers  have 
come  to  the  same  conclusion.  Call  them 
micros,  craft,  or  specialty  beers,  the 
new  quaffs  come  in  many  flavors,  ft'om 
wheat  and  honey  to  cherry  and  apri- 
cot. But  they  have  sevei-al  ingredients  in 
common:  high  price,  deeper  flavoring, 
and,  to  the  cognoscenti,  a  far  hipper  im- 
age the  r,  that  conjured  up  by  a  six-pack 
of  Bud.  Partly,  that's  the  mystique  of 
obscurity.  iiheuser  produces  41.4  mil- 
lion barrels  jf  Budweiser  every  year 
but  vM.  be  unlikely  to  sell  even  2  million 
barrels  of  Red  Wolf  in  1995.  A  good 
microbrewer  might  produce  fewer  than 


15,000  baiTels  a  year,  with  virtually  all 
sold  in  its  immediate  area,  maybe  even 
in  its  own  brew-pub. 

But  the  specialty  beers  have  some- 
thing the  big  brewers  are  thirsting  for: 
gi'owth.  While  the  U.  S.  beer  industry  is 
expected  to  stagnate  for  most  of  the 
decade,  the  specialty  brews  are  gi'owing 
at  better  than  a  40*%^  annual  rate,  with 
no  slowdowTi  in  sight  (chart).  Little  won- 
der, then,  that  the  Big  Four  brewers — 
Anheuser,  Miller,  Adolph  Coors,  and 
Stroh  Breweiy — which  control  80%  of 
the  beer  industry,  are  rushing  to  tap  a 
market  that  actually  shows  some  fizz. 
Says  Miller  Chairman 
John  N.  MacDonough: 
"The  new  brands  will 
generate  our  growth 
over  the  next  five 
years."  Taking  a  mar- 
keting page  from  com- 
panies as  diverse  as 
Hallmark  Cards  Inc., 
with  its  Shoebox 
Greetings  unit,  and 
General  Motors  Corp., 
with  its  Saturn  divi- 
sion, the  national  brew- 
ers are  trying  to  think 


Heady  Growth  in 
Specialty  Beers 


■90  '91  '92 
A  MILLIONS  OF  BARRELS 

DATA;  BEER  MARKETER'S  INSIGHTS 


and  act  small.  Each  is  setting  up  specia 
ty  units  with  separate  staffs  to  manag 
new  brands  and  new  investments.  Thei 
corporate  identities  are  all  but  hidde: 
behind  colorful  names  that  sound  as 
they  have  nothing  to  do  with  the  brew 
ing  titans  of  Milwaukee,  St.  Louis,  De 
troit,  and  Golden,  Colo. 

Stroh,  for  example,  expects  that  eac 
of  its  breweries  around  the  country  wi 
put  out  a  regional  brew  like  its  Re' 
River  Valley  Select  Red  Lager,  pre 
duced  in  St.  Paul,  Minn.  Stroh  has  als 
recently  taken  stakes  in  two  small  brew 
eries — Sleeman  Brewing  &  Malting  i 
Ontario  and  anothe 
that  the  big  brewe 
won't  disclose  for  fea 
of  damaging  the  m: 
cro's  image.  Coori 
which  has  seen  th 
growth  rate  of  its  sp( 
cialty  brew,  George  Killian's  Irish  Re( 
outstrip  its  flagship  Coors  and  Coor 
Light  brands,  is  now  experimentin 
with  its  owm  micro:  SandLot  Brewer 
housed  at  the  new  Coors  Field  bas« 
ball  park  in  Denver.  Coors  will  us 
SandLot  to  experiment  with  new  proc 
ucts.  "We  vAW  put  new  beers  out  ther 
on  almost  a  test-market  basis,"  say 
Robert  W.  Joanis,  vice-president  fc 
new-product  marketing  at  Coors. 
ONE-OF-A-KIND  STAKE.  Meanwhile,  inda' 
tiy  giants  Anheuser  and  Miller,  whic 
after  decades  of  acquiring  smaller  rival 
now  control  44%  and  23%  of  the  U, 
beer  market,  respec 
tively,  expect  to  sim 
larly  dominate  the  sp( 
cialty  market,  whic 
could  reach  10  millio 
barrels  in  five  year; 
Anheuser  and  Milk 
have  already  take 
stakes  in  two  of  th 
most  successful  sma 
breweries  around.  Ar' 
heuser  last  year  bougl 
a  25%  position  in  Sea  ; 
tie's  Redhook  Alj 
Breweiy  Inc.  In  Fel 
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Toshiba  diicovers  the  secret  to  hither  life: 
The  uhra-lightweight  Li-!oii  battery,  with 
up  to  6  hours  of  battery  hje,  is  the  idtitnate 
in  power-per-ounce. 


© 


DEFY  THE  LAWS  OF  SPACE  AND  TIME, 


T3600CT 

•50MHzi486™DX2 
•8.4"  dia.  color  TFT-LCD  active 
matrix  display — 256  color  SVGA 

•  8MB  RAM  (expandable  to  24MB) 

•  500MB  HDD 

•  Lithium  Ion  battery 

•Type  II  {5mm)  PCMCIA  slot 
•4.4  lbs.-7.9"x9.9"xl.8" 

•  AccuPoint™  integrated  pointing  device 

•  Integrated  BitBLT  graphics  accelerator 

•  VL  local-bus  video 

•  Ports:  serial,  parallel,  FDD, 
and  VGA  adapter 

•  Optional  Port  Replicator 
•MS-DOS®,  Microsoft 

Windows™,  and 
CommWorks™  for  Windows 


A  generous  8.4"  color  active 
matrix  display  delivers  256 
SVGA  colors. 


The  new  AccuPouit™  isometric 
pointing  device  works  in 
conjunction  with  click  and 
drag  buttons  located 
N     I  amifortably  beneath 
firm\^  the  thumbs. 


THE  ULTRAPORTABLE  PORTEGE. 

Never  before  has  a  computer  so  perfectly  balanced  mass  and  speed.  Now  you  can  travel 
with  a  system  smaller  than  a  notebook— yet  graced  with  the  power  and  feel  of  a  full-size 
computer.  The  ultraportable  Portege  "  is  driven  by  the  hill  force  of  a  high-performance  i486 
processor,  is  equipped  with  a  500MB  HDD  and  a  high-endurance  Lithium  Ion  battery, 
and  shines  with  Toshiba's  renowned  color  active  matrk  display.  There's  even  an  optional 
Port  Replicator  for  simple,  single-point  connection  to  your  desktop  environment 
See  how  far  we've  taken  every  aspect  of  portable  computing.  Then,  think 
where  it  can  take  you.  Call  1-800-457-7777  for  your  nearest  dealer. 

T  H  E  S  H  A  P  E  0  F  T  H  I  N  G  S  T  0  G  0  . "  V  \W 
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In  Touch  with  Tomorrow 

TOSHIBA 


©  1995  Toshiba  America  Information  Systems,  Inc.  All  products  indicated  by  trademark  symbols  are  trademarlced  and/or  registered  by  their  respertive  companies.  The  Intel  Inside  logo  is  a  trademark  of  Intel  Corporation. 


Heated  Mirrors  with  tilt-down 
feature.  When  reverse  gear  is 
engaged,  both  mirrors  auto- 
matically lower  to  show  what's 
directly  behind  the  rear  wheels. 

Smart  Locks  prevent  the  doors 
from  being  locked  with  the  engine 
off  and  the  key  in  the  ignition. 

Easy  Entry  Exit  Driver's  Seat  auto- 
matically moves  hack  two  inches 
when  Ignition  key  is  removed. 

Memory  Profile  System  remembers 
two  drivers '  settings  for  12 
functions,  including  steering 
effort,  ride  firmness,  radio 
stations,  seat  and  mirror  positions. 

Eour-way  Lumbar  Adjustment  for 
driver  and  front  passenger.  Not 
only  inflates/ deflates  but  can  also 
he  moved  up  or  down. 

Two-way  Heated  Seats  give  driver 
and  front  passenger  the  choice 
of  cushion  and  seatback,  or  seat- 
back-only  heating,  plus  five 
temperature  settings.' 

Flip-up.  Hands-  free  Cellular  Phone.' 

Six-disc  Compact  Disc  Changer 
conveniently  located  inside 
the  console.' 


More  New  Ideas  Ti( 
Can  Shake  AE 


.'.lPCJRY  DIV  31ON  MurorA.p-  „  a  f,g:,u,,d  VS  IratUmQrk     F,t:^nbtTg  Sotrmtm  -Oflto 
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Mirror-integrated  Electronic 
Compass.' 

Virtual  Image  Instrumentalion. 

MicroiiAir'  Filtration  System 
removes  pollen  and  other  impuntu 
as  small  as  three  microns. 

Adjustable  Steering  and 
Suspension  System  lets  the  driver 
choose  from  eight  different 
combinations  of  ride  firmness 
and  steering  effort. 

Delayed  Accessory  Power  allows 
operation  of  accessories  for  ten 
minutes  after  the  ignition  is 
turned  off. 

14^-watt  JBL  Audio  System  can 
simulate  five  different  acoustic 
environments.' 


L  Our  Competitors 
zing  Board  At. 


le  New  Lincoln  Continental 


surprising  innovations  to  seriously  tax  the  supply  of 


the  perfect  balance  of  luxury  and  technology.  Powered    midnight  oil  at  every  other  luxury-car  manufacturer.  For 


the  32-valve  V-8  InTech"  System  which  goes  100,000 
es  before  its  first  scheduled  tune-up.  Trimmed  in  fine 
her  and  burl  walnut.  And  loaded  with  enough 


more  information,  call  i  800  446-8888. 


LINCOLN 

What    A    Luxury    Car    Should  Be 
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Redhook  has  worked  hard  to  keep  Anheuser  distributors 
from  smothering  its  brands  with  radio  and  TV  blitzes 


ruaiy,  Miller  bought  a  controlling  shai'e  in 
Cells  Breweiy  Inc.  of  Austin,  Tex. 

Beyond  that  point,  though,  the  strat- 
egies of  the  two  giant  brewers  diverge. 
Anheuser's  Redhook  investment  is  hke- 
ly  to  be  one  of  a  kind,  a  way  to  provide 
the  brewer's  distributors  with  a  hot  spe- 
cialty product  and  its  executives  a  sense 
of  how  the  micro  game  is  played.  Red- 
hook plans  to  increase  capacity  from 
93,000  ban-els  per  year  to  225,000  bar- 
rels and,  with  Anlieusei"'s  help,  add  East 
Coast  distribution. 

But  t  lie  heart  of  Anheuser's  specialty 
business  resides  in  a  recently  converted 
15-barrel  test  brewery  in  St.  Louis. 
That's  where  it  concocts  new  brews  such 
as  Elk  Mountain  Amber  Ale  and  Red 
Lager,  and  a  new  wheat  beer,  Cross- 
roads. Other  products  are  likely  to  be 
on  tap  soon.  Anheuser  is  gambling  that 
consumei's  vWll  accept  a  small  beer  with 
a  big  brewer's  name  on  the  label — albeit 
not  prominently  displayed.  "There  is  a 
certain  mystique  to  smallness,"  admits 
August  A.  Busch  IV,  vice-president  for 
brand  management.  "Om-s  are  not  beers 
from  a  small  place,  but  they  offer  a  va- 
riety of  tastes."  He  says  consumer  re- 
search showed  confidence  in  Anheuser's 
quality,  convincing  the  brewer  its  name 
won't  hurt  sales  of  its  craft  brews. 
PLANK  ROAD  MYTH.  The  new  unit 
tries  to  act  like  a  micro,  though  its 
bigness  still  gets  in  the  way.  "We 
have  to  micro  check  eveiy  market- 
ing campaign,"  says  Timothy  T. 
Schoen,  senior  brand  manager  for 
specialty  beers.  "The  toughest  chal- 
lenge is  not  to  force  specialty  beei-s 
into  the  mainstream  markets." 
test  its  Elk  Mountain,  Anheuser 
went  to  consumers  in  the  North- 
west, home  of  the  most  discern- 
ing mkro  cbinkers.  But  Anheu- 
ser isn't  tioing  to  risk  alienating 
them  by  tld-()\\ing  its  mass-mai-- 
keting  muscle  around.  Instead 
of  Elk  Moiuitain  TV  commercials 
or  Elk  Mountain  banners  in 
sports  arenas,  the  brand  will  be 
l^ushed  in  print  ads  and  with 
videos  and  brochures  aimed  at 
bar  owners.  George  W.  Couch 
III,  a  big  Anheuser  distributor 
ii  Watson  ville,  Calif.,  says  it's  u 
major  departm-e.  "In  the  past, 
we  wanted  as  much  distribu- 
Lion  as  possible.  Now,  we're 
p.-ijong  mo)'e  attention  to  niches 


and  are  willing  to  accept  that  some  prod- 
ucts are  regional." 

Not  without  some  effort,  though.  Ex- 
ecutives at  Redhook  have  had  to  work 
hard  at  times  to  keep  Anheuser  from 
smothering  its  brands.  "Some  of  their 
distributors  expected  to  use  the  whole 
range  of  radio  and  TV  tools,  and  to  sell 
to  all  of  their  accounts,"  says  Pamela 
Hinckley,  Redhook  mai'keting  vice-pres- 
ident. "That's  exactly  the  opposite  of 
how  we  sell." 

Miller,  meanwhile,  is  using  stealth  to 
seek  growth  among  micros  and  what  it 
calls  the  "macros" — beers  that  sell  2 
million  to  3  million  barrels  per  year. 
None  of  the  new  brews  canies  the  Mill- 
er name.  "We  heard  loud  and  cleai'  that 
the  consumer  doesn't  want  a  craft  beer 
coming  fi'om  a  lai'ge  beer,"  says  Richard 
Lalley,  director  of  the  premium  brand 
franchise.  So  Miller  marketers  resur- 
rected Plank  Road  Bi-eweiy — in  name 
only.  This  19th  century  Milwaukee 
brewery  has  long  since  faded  away,  ex- 
cept in  Miller  advertising,  where  it  pui*- 
ports  to  be  the  producer  of  Red  Dog 
and  Icehouse  brands.  That,  of  course, 
risks  turning  off  drinkers  like  Ruder- 
man  who  aren't  fooled. 

In  another  attempt  to  keep  its  name 
^^  .^off  the  label.  Miller  is  buying  bou- 
^■'^^  tique  breweries,  rathei-  than  creating 
them,  with  a  goal  of  picking  up  one- 
quarter  of  the  industry  within  five 
years.  In  late  Febroiary,  Miller  set 
1       up  the  American  Specialty/Craft 
Beer  Co.  to  manage  its  micro  deals. 


Big  Brewers' 
Thirst  for 
Small  Beer 


BREWER 

ANHEUSER- 
BUSCH 

MILLER 

COORS 

STROH 

■partial  stakes 


LABELS 

Redhook  Ale*,  Red 
Wolf,  Elk  Mountain, 
Crossroads 

Red  Dog, 
Icehouse,  Cells* 

SandLot,  George 
Killian 

Sleeman*,  Red 
River  Valley 


including  Cells  and  Jacob  Leinenkugel 
bought  in  1988.  Miller  hopes  to  pusl 
the  new  brands  gradually  into  widei 
distribution. 

As  competition  heats  up,  Miller  anc 
Anheuser  are  scratching  at  each  othei 
with  all  of  the  ferocity  of  red  wolvei 
and  red  dogs.  Especially  galling  tc 
brand  manager  Busch  is  Miller's  Plan! 
Road.  He  says  that  Anheuser  researcl 
reveals  that  "50%  of  the  consumers  g( 
haywire  when  they  find  out  it's  not  i 
real  breweiy."  He  considered  runnin| 
ads  deriding  Miller's  efforts  but  decidec 
to  let  Plank  Road  "eat  itself."  MacDo 
nough,  who  left  a  top  marketing  job  a 
Anheuser  for  Miller  in  1992,  shoot 
back:  "The  only  people  annoyed  are  a 
AB.  The  consumer  doesn't  car-e." 
BIG  SHAKEOUT.  Well,  do  they?  Rec 
Dog's  early  rollout  does  indeed  look  im 
pi'essive,  with  Miller  expecting  to  sell  J 
million  barrels  this  year.  Anheuser  sayi 
Red  Wolf,  which  has  only  just  gone  int( 
national  r'oUout,  is  ahead  of  plan.  What'i 
unclear;  of  course,  is  how  sustainabh 
the  new  brands  are  and  whether  thei 
growth  will  come  out  of  sales  of  the 
core  brands.  Christopher  Finch,  co-au 
thor-  of  America  s  Best  Beers,  has  hii 
doubts  about  the  new  brands'  prospects 
He  calls  Red  Dog  "totally  uninterest 
ing"  and  says  Elk  Mountain  would  rat( 
a  two  out  of  five  on  his  scale,  "if  I  wa 
being  generous." 

Even  modest  success  by  the  titani 
will  prompt  a  big  shakeout  among  thi 
nation's  500  small  brewers.  "Only  th( 
r-eal  quality  micros  will  sur-vive,"  pre 
diets,  Greg  Schirf,  president  of  tin; 
Schirf  Brewing  Co.  in  Park  City,  Utah 
Other  microbrewers,  though  fear-ful  tb 
new  competition  could  trigger  pricinj 
pr-essur-e,  doubt  the  giants  can  bea 
them.  "Anheuser,  Miller,  and  Coors  cai 
make  anything  they  want,"  says  Marl 
F.  Bozzini,  pr'esident  of  Pete's  Brewinj 
Co.,  the  No.  2  micro  behind  Boston  Bee 
Co.,  mar-keter  of  Samuel  Adams.  "Tb 
only  thing  they  can't  do  is  look  like  usj 
with  the  name,  history,  and  goodwib 
That's  not  something  you  can  replicat' 
in  a  market-data  r'oom."  The  challeng: 
for  the  megabrewer-s?  Buying  or  build 
ing  themselves  a  small  image — and  cor 
vincing  beer  connoisseur-s  such  as  Ru 
derman  that  they're  the  real  thing. 

By  Richard  A.  Melcher  in  Chicagc^ 
mth  Sandra  Dallas  in  Denver  and  Da 
vid  Woodruff  in  Detroit  ' 
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WHO'S  WORKING  LATE  AT  THE  OFFICE  AFTER  EVERYONE 
BUT  YOU  HAS  GONE  HOME? 

It  may  well  be  an  employee  of  ARAMARK. 

We  work  late  at  offices  and  factories,  at  banks  and  airlines  - 
at  all  kinds  of  companies,  in  fact.  Maybe  even  yours. 

So  '.t's  quite  possible  you  met  someone  from  ARAMARK  during  your  long  work  day. 

It  could  have  been  this  morning  when  you  hugged  your  little  one  goodbye  at  one  of  our 
on-site  child  care  centers...  then  walked  down  the  hall  to  your  office. 

Or  maybe  when  you  took  a  break,  we  were  restocking  the  vending  machine  and  making  sure 
you  had  enough  coffee  to  get  through  your  meetings. 

It  could  be  you  shared  a  joke  with  an  ARAMARK  food  service  manager  as  you  passed  through  your  cafeteria 
serving  line.  "What's  good?"  you  asked.  And  she  laughed,  "Two  weeks  in  Cancun  would  be  good." 

Perhaps  you  were  there  when  the  ARAMARK  truck  pulled  up  with  the  afternoon  delivery 
of  fresh,  clean  uniforms  for  the  crew. 

Or  maybe  late  in  the  evening,  as  you  were  finishing  off  your  "to  do"  list,  someone  with 
a  little  star  logo  on  his  shirt  came  in  to  clean  your  office  for  tomorrow. 

But  then  again,  maybe  you  haven't  met  ARAMARK  yet.  We  can  fix  that. 
Just  call  us  at  1-800-ARAMARK. 

And  don't  work  too  late,  okay? 

ji^ARAMARK 

Managed  Services,  Managed  Better. 


ARAMARKtm  Managed  Services  for  Business,  Education,  Healthcare,  Leisure  and  Government: 
Food,  Refreshments,  Uniforms,  Chilff  Care,  Medical  Services,  Facilities  Management,  Magazine  and  Book  Distribution. 
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PRICE  WANTS 
CHASE  TO 
"MAXIMIZE 
VALUE" 


BANKING 


AHACK  OF  THE 
KILLER  INVESTORS 

Activists  may  hasten  the  consolidation  in  banking 


Fii'st  they  stalked  manufactm-ers,  re- 
tailers, and  consumer-products  com- 
panies. Of  late,  some  have  been 
looking  overseas.  But  now,  slowly  but 
surely,  shai"eholder  acti\ists  are  ti-aining 
their  sights  on  banks. 

Reports  of  shareholder  activism  in 
the  banking  industry  are  just  a  trickle 
so  far  But  Michael  F.  Price's  disclosure 
on  Apr.  5  that  he  had  taken  a  6.1% 
stake  in  Chase  Manhattan  Corp.,  whose 
stock  has  been  lagging,  changed  even  - 
thing.  Now,  the  mere  thought  of 
activist  incursions  has  bank  CEOs 
worn  ing  about  how  to  get  their 
stock  prices  up  to  snuff.  To  fur- 
ther their  troals,  activists  will  like- 
ly push  for  mergers — whether 
bankers  want  ir  or  not.  "There  will 


shareholders  including  Price.  And  Com- 
pass Bancshares  in  Birmingham,  Ala., 
became  embroiled  in  a  fierce  proxy  fight 
after  the  foiTner  chaimian,  who  owned 
about  2%  of  the  bank's  stock,  brought  in 
a  sttrprise  bid  for  the  bank  ft-om  Fu'st 
Union  Corp.  The  outcome  remains  un- 
certain, though  the  odds  favor  manage- 
ment. Compass  ceo  D.  Paul  Jones  Jr. 
predicts  that  such  battles  \\ill  increase, 
paiticularly  at  banks  with  large  institu- 
tional n\vnershi|i. 

GETTING  RESTLESS 

CHASE  MANHATTAN  CORP.  Heine  Securities 
and  its  president,  Michael  F.  Price,  disclosed 
on  Apr.  5  that  Heme  had  raised  its  stake  to 
6.1%.  Price  called  for  Chase  to  "seriously  con 


II 


u 


Shareholder  activists  have  historical- 
ly gone  easy  on  banks.  High-profile  in- 
vestoi-s  such  as  WaiTen  E.  Buffett,  who 
owns  13.3%  of  Wells  Fargo  &  Co.,  have 
remained  relatively  quiescent.  Most 
bank  CEOs  take  home  smaller  paychecks 
than  their  big  coi-porate  counterparts, 
and  banks  tend  to  be  more  spaiing  with 
executive  perks.  Moreover,  in  the  past, 
banks'  profits  tended  to  rise  and  fall  in 
lockstep,  so  many  investors  believed  I  to 
bank  performance  was  tied  more  to  cy-  los 
cles  than  to  management  skill.  SJ 
STRONG  LURE.  Yet  while  most  bank  H« 
stocks  have  benefited  handsomely  fi'om  ':-^f. 
i-obust  profits  over  the  past  fottr  years, .-;  i 
a  fair  number  have  seriously  imdei-per- 
foiTned.  Suspecting  lackluster  manage-  • 
ment,  or  at  least  inattention  to  share  : 
value,  activist  investors  ai-e  stepping  in. 
"There  could  be  a  lot  of  dead  wood  outtii' 
there  for  activists  to  get  to  work  on,"  :  i 
says  G.  Kenneth  Heebner,  manager  of  liji 
several  CGM  mutual  funds.  (me 
The  pending  relaxation  of  many  bank  ':::g, 
regulations  is  also  luring  activists.  The 
expansion  of  intestate  banking  is  hkely 
to  promote  more  mergers  and  other 
deals  that  will  boost  stock  prices.  "Com-  ■ 
panies  that  don't  perfoiTn  really  make  z:  o. 
themselves  vulnerable  to  this  kind  of ;  ^v5( 
activity — and  more  so  now  because  iig 
there  are  more  potential  acquirers,"  says  cis 
Francis  X.  Suozzo,  a  bank  analyst  at  f^^g 
S.  G.  Warburg  &  Co. 

Chase  is  a  case  in  point.  The  vener-  ■ 
able  Xew  York  bank's  stock  was  trading  ;Ht 
below  book  value  when  Piice  disclosed  i-st 
his  stake.  And  Piice  said  in  his  filing 
with  the  Securities  &  Exchange  Com-  7:^ 
mission  that  Chase  should  seriously  con-  -j-jig 
sider  steps  to  "maximize  shai'eholder  T-  ^ 
value,"  often  code  words  for  selling  oieij 
breaking  up  a  company.  Sure  enough,  in- i 
vestment  bankers  quickly  began  calling 
on  the  bank's  executives  with  sugges-rrrj 
tiiins  on  how  Chase  could  boost  its  shar4s-i; 
price. 

Chase  Chief  Financial  Officerlr 
Aijun  K.  Mathrani  says  the  bant  ^ 
will  continue  to  "execute  the  busi-  ■ 
ness  strategy-"  to  get  the  share;.; 
price  up.  He  also  hopes  that  dis-l  i 
closing  more  information  on  thel- 


>flUll 


.    „  >                   •  "  1  •    u   1     sider"  ways  to  boost  shareholder  returns.  "c  u-r<.     f       u    i'  ,i 

be  a  lot  of  situaT'.<.n.«  mvolvong  bank   -   profitability  of  the  banks  vanousjK 


mergers  coming  >;p  where  manage- 
ment and  shareholdei-s  will  think 
differently,"  says  James  K. 
Schmidt,  manager  of  three  funds, 
including  the  S800  million  John 
Hancock  Regional  Bank  Fund. 

The  I'esults  of  several  incursions 
already  have  been  dramatic.  One 
bank.  Michigan  National,  agi-eed  to 
be  sold  to  National  Australia  Bank 
after  contending  with  dissident 
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COftmUNlTY  BANK  SYSTEM  Shareholders  sued 
unsuccessfully  in  March  to  block  the  DeWitt  (N.Y.) 
bank's  planned  purchase  of  branches  from  Chase. 

MICHIGAN  NATIONAL  CORP.  After  two  years  of 
agitation  by  Price,  the  bank  agreed  in  February 
to  be  acquired  by  National  Australia  Bank. 

COMPASS  BANCSHARES  the  Birmingham  (Ala.) 
bank's  former  chairman  in  January  proposed  a 
slate  of  candidates  for  the  bank's  board,  who 
would  have  likely  voted  for  it  to  be  sold  over  the 
opposition  of  the  current  ceo. 

DATA;  BUSINESS  WEEK 


business  units  will  help. 

Maybe.  But  what's  more  ceitaii^^- 
is  that  the  specter  of  big,  opinionat-t:-'"J 
ed  investors  is  looming  ever  largeib-^ 
in  bank  boardrooms  far  beyond'  ^ 
Chase's  headquarters.  Bank  execu-*-,  rti 
tives  are  used  to  regulators  lookingK-j] 
them  over.  But  now,  many  art!  , 
sensing  that  a  new  Big  Brother  is,'  ^ 
watching.  jg  .-'J 

By  Kelley  Holland  in  New  YorOr 


.ENDING 


FINOVA:  REAPING 
RICHES  FROM  NICHES 

t  finances  loans  that  rivals  don't  want  to  bother  with 


Lending  money  to 
corporations  is 
one  of  the  most 
lotly  competitive 
lusinesses  around, 
'he  $600  bilhon  mar- 
:et  is  dominated  by 
ozens  of  huge  banks 
nd  such  giant  finance 
ompanies  as  ge  Cap- 
;al  Corp.  One  might 
hink  there  wou.dn't 
e  much  room  for 
mall  players. 

One     would  be 
Arong.  Take  Finova 
Iroup  Inc.,  a  small, 
idependent  lender 
'•oni  Phoenix,  just 
liree  years  old  and 
.  dth  only  $5.8  biUion 
1  assets.  Finova  is 
laking  a  bundle  with 
classic  strategy:  It 
)cuses  with  sharp 
recision  on  relative- 
;  r  small  loans  and 
I  ighly  specialized 
larkets  that  don't 
low  up  on  most  competitors'  radar. 
The  result:  an  average  32%  annual 
er-share  earnings  growth  since  1993. 
We  absolutely  love  it,"  says  Goldman, 
achs  &  Co.  analyst  Robert  G.  Hotten- 
3n  of  the  company's  strategy.  So  do 
inova's  customers,  who  gave  the  com- 
any  a  record  $1.8  biUion  in  new  busi- 
ess  last  year. 

>REAM  COME  TRUE."   Finova,  whose 
ime  is  a  combination  of  the  words  "fl- 
ancial"  and  "innovators,"  was  spun  out 
"  consumer  giant  Dial  Corp.  in  1992 
id  provides  medium-size  loans  of 
100,000  to  $25  million.  Its  average  loan, 
i  milHon,  is  much  too  small  for  most 
ajor  lenders.  Samuel  L.  Eichenfield, 
le  company's  58-yeai-old  ceo,  estimates 
lat  giant  GE  Capital  needs  $35  billion 
orth  of  new  business  each  year  to 
l  aintain  its  15%  historic  growth  rate. 
-{ou  can't  do  that  in  $5  million  chunks," 
tiys  Eichenfield.  "The  cost  will  kill  you." 
Despite  Finova's  small-chimk  strategy, 
has  developed  expertise  in  a  remark- 
)le  variety  of  shaqoly  segmented  lend- 
g,  eveiything  from  vacation  time-shai'e 
lancing  and  inventoiy  factoiing  to  used 


EICHENFIELD:  Need  a  a.'ied-jet  loan 


ijon  Did 


airplanes  and  communications  finance. 
Finova  basically  goes  after  business  too 
complex  for  local  bankers  but  too  small 
to  attract  the  giants. 

Because  Finova  can  provide  many 
different  forais  of  financing,  it  does  veiy 
well  with  cross-selling.  At  Polo  Towers, 
a  huge  time-share  complex  in  Las  Ve- 
gas, President  Stephen  J.  Cloobeck  calls 
the  financial  smorgasbord  at  Finova  "a 
dream  come  true."  In  addition  to  con- 
stiTiction  loans  and  loans  based  on  time- 
share  receivables,  Finova  has  backed 
the  development  of  a  mall  in  the  Polo 
lobby,  and  it  is  financing  the  fixtures 


FINOVA:  GOING  GANGBUSTERS 


TOTAL  ASSETS  - 

MM. 

1  1 
1  1 

'94j|'9s| 

0' 

A  BILLIONS  OF  DOLLARS 


EST, 


AMILLIONS  OF  DOLLARS 


DATA  COMPANY  REPORTS,  HEINE  SECURITIES  CORP 


and  equipment  in  Polo's  newest  tower. 

Still,  Finova  admits  that  on  cost  of 
funds,  it's  at  a  distinct  disadvantage  to 
banks,  even  though  the  company's 
growth  has  enabled  it  to  triple  its  re- 
volving credit  line  to  $2.5  billion.  That 
credit  line,  mostly  from  European  and 
Japanese  banks,  is  low-cost,  but  still 
higher  than  what  banks  pay  for  funds. 
Not  surprisingly,  Finova  has  some  inno- 
vative ways  to  keep  costs  low.  It  devel- 
oped a  compensation  system  that  gives 
its  sales  staff  an  incentive  only  to  bring 
in  loans  that  are  likely  to  pass  muster. 
A  third  of  sales  staff's  compensation  is 
tied  to  loan  volume  and  profitability,  so 
if  a  marketer  generates  a  $2  million 
loan,  he  receives  his  compensation  incre- 
mentally over  the  life  of  the  loan.  If 
the  loan  goes  bad,  he  not  only  stops  re- 
ceiving that  compensation,  he  actually 
has  to  regiu-gitate  whatever  he  has  al- 
ready received.  With  that  kind  of  moti- 
vation, Finova  credit  officers  ai-e  able  to 
approve  9  out  of  every  10  loans  they 
see,  as  opposed  to  1  or  2  in  10  at  many 
banks.  With  such  successful  prescreen- 
ing,  the  number  of  credit  analysts  Fino- 
va employs  is  kept  to  a  minimum. 

Not  content  with  the  toirid  growth 
rate,  Eichenfield  has  been  on  an  acquisi- 
tion binge.  Last  year  Finova  bought 
two  large  financing  business — Bell  At- 
lantic Coip.'s  $1.8  billion  TiiCon  Capital 
Coip.  for  $350  million  in  cash  and  Fleet 
Financial  Group  Inc.'s  $300  million  Am- 
bassador Factors.  Both  added  new  spe- 
cialties to  Eichenfield's  supennarket. 
HIGHER  PROFILE.  Yet  there's  a  good 
chance  Finova  could  be  an  acquiree 
rather  than  an  acquirer.  Giant  Deutsche 
Bank  just  expanded  its  U.  S.  corporate 
finance  business  by  buying  part  of  itt 
Corp.'s  financial  inventory.  And  Fleet 
Financial  is  now  back  in  the  business  as 
well.  A  major  purchaser  of  financial  as- 
sets himself  in  the  past,  Eichenfield  is 
not  ruling  out  the  chance  that  someday 
Finova  will  be  up  for  sale.  "If  earnings 
continue  the  way  they  have,  I  think  it's 
a  possibility,"  he  says.  But  he  adds  he's 
not  shopping  the  company  around. 

Less  welcome  attention,  however, 
could  come  from  imitators  recognizing 
the  company's  success.  "As  they  get  to 
be  a  larger  market  entity,  they're  going 
to  cb"aw  a  lot  more  at- 
tention," predicts  Mi- 
chael   P.    Egizio,  a 
credit  analyst  at  Duff 
&    Phelps.  "People 
would  be  gunning  for 
you  more."  So  far, 
though,  Eichenfield 
has  managed  to  do  a 
superlative  job  dodg- 
ing the  bullets. 

By  Nanette  Byrnes 
in  Scottsdale,  Ariz. 
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DEALS 


irS  GOING  TO  BE 
A  BUMPY  RIDE,  SAM 

Zell  wants  to  turn  Midway  into  a  serious  player.  Tall  order 

Sam  Zell  is  a  vulture  investor  who  "We're  doing  very  well,"  says  Zell. 
likes  to  move  fast — whether  it's  mo-  Most  aii'line  experts,  though,  ai'e  very 
torcycling  with  his  buddies  across  skeptical.  They  say  the  last  thing  the  in- 
Nepal  or  snapping  up  bankrupt  compa-  dustiy  needs  is  another  small,  low-fare 
nies,  such  as  mattress  maker  Sealy  carrier  flying  north-south  along  the  At- 
Corp.  or  bicycle  maker  Schwann  Cycling  lantic  coast.  Continental,  uSAir,  Kiwi, 
&  Fitness.  But  recently  Zell  has  ex-  and  Air  South  are  all  losing  money  do- 
panded  his  love  of  speed  to  include  the  ing  just  that.  "Midway  has  jumped  out 
airline  industiy,  an  area  he  has  wisely  of  the  frying  pan  back  into  the  fiying 
avoided  before,  while  other  savvy  in-  pan,"  says  Michael  Boyd,  president 
vestors  such  as  War- 
ren E.  Buffett,  Carl  C. 
Icahn,  and  the  Pntz- 
kers  learned  their  les- 
sons the  hard  wa\ 
Now  it  may  be  ZellV 
turn  to  get  airsick. 

Last  .July,  Zell's  $1 
billion  "vulture  fund, 
Zell/Chilmark  Fund 
LP,  paid  $25  miUion  for 
90%  of  tiny,  money- 
losing  Midway  Ah'hnes 
Inc.  But  Zell  doesn't 
expect  Midway  to  stay 
small  for  long.  Under 
Zell-appointed  man- 
agement, Midway  has 
moved  from  Chicago's 
overly  crowded  Mid- 
way Airport  to  Ra- 
leigh/Durham, N.  C, 
where  American  Air- 
hues  Inc.'s  departure 
has  left  plenty  of  room 
to  expand.  More  sur- 
prising, Midway  recently  ordered  four 
brand-new  Airbus  820  jets,  which  list 
for  .$4.5  million  each,  at  a  time  when 
many  major  carriers  are  canceling  or 
deferring  their  orders.  Although  Mid- 
way flies  to  only  eight  cities  today,  the 
airline  will  add  foui-  more  destinations  in 
June  anfi  is  even  considering  flying  to 
the  West  Coast  and  the  Caribbean, 
high-trafSc  T-out(;s  where  there's  already 
a  lot  of  competition. 
"FRYING  PAN."  Zell  insists  Midway  can 
take  off.  A  nonunion  workforce  and  cost 
sti-ucture  about  35%  below  American's 
will  allow  it  to  make  money  where 
American  could  not,  he  says.  Plus,  Mid- 
way's core  fleet  of  eight  fuel-efficient 
Fokker  100-seat  jets  can  operate  on  a 
breakeven  basis  when  less  than  50%  of 
dieir  seats  are  full.  So  far,  Midway's  re- 
sults at  Raleigh  are  ahead  of  schedule. 


BYG! 


We  consider  investing 

in  anything. 
We're  professional 
opportunists  " 

General  Partner,  Zell/Chilmark  LP. 

of  Aviation  Systems  Research  Corp. 

Moving  to  Raleigh/Durham  also 
seems  questionable.  Its  recently  ex- 
panded airport  is  losing  market  share  to 
neai'by  bigger  hubs  dominated  by  major 
carriers — USAir  Inc.  in  Charlotte,  N.  C, 
and  Continental  Airlines  Inc.  in  Greens- 
boro, N.  C.  "American,  with  its  consid- 
erable market  clout  and  reputation, 
could  not  make  Raleigh  work.  How  can 


Midway?"  asks  Doug  Abbey,  president 
of  consultant  AvStat  Associates  ir! 
Washington.  Ironically,  it  was  Midwaj 
President  John  Selvaggio  who  recom 
mended  that  American  set  up  it; 
Raleigh  hub. 

BASIC  INSTINCT.  Zell,  who  has  dubbec 
himseh"  the  "grave  dancer,"  usually  buys 
troubled  companies  with  real  assets  anc 
strong  brand  names.  But  Midway  has 
almost  no  assets.  Its  jets  are  leased,  r 
owns  no  gates,  and  even  its  mainte^ 
nance  work  is  outsoui'ced.  "Midway  Air; 
lines  is  more  of  a  paint  scheme  than  aijsli^ 
airline,"  says  Lee  Lipton,  an  analys 
vdth  Avitas  Inc.,  a  Reston  {Va.)-base(J)f^ 
aviation  consultant. 

And  Midway  is  haixlly  a  brand  name|sy^tf' 
The  fii'st  Midway  airline  went  banlcrup' 
in  1991.  It  was  reincarnated  by  anotheJli^w* 
investor  group  in  1993,  but  soon  th( 
red  ink  was  flowing  fast  again.  As  o 
June  30,  1994,  the  lat 
est  figures  available 
the  new  Midway  ha( 
lost  $11  million  am 
iiad  only  $762,861  ii 
i-ash  to  offset  $19  mil 
iKjn  in  habilities. 

StiU,  the  institution 
al  investors  in  Zell 
Chilmark  are  inclinec 
t(j  tmst  Zell's  instincts 
His  list  of  credits  in 
elude  lucrative  invest 
ments  in  drugstore 
chain  Revco  D.  S.,  fer 
lilizer  maker  VigoroTom 
and  Santa  Fe  Pacific  Mar. 
the  former  rail,  ener  shares 
gy,  and  gold  conglom  Miller 
erate.  "We  conside 
investing  in  anything, 
Zell  says.  "We're  pro 
tV^ssional  opportunists, 
Walter  Knorr,  Chica 
u'o's  comptroller,  presirsisiiij 
dent  of  the  Police  Pen 
sion  Fund,  and  a  Zell  investor,  says  Zel 
is  "a  cagey,  aggi^essive  investor.  He' 
not  a  guy  I  would  like  to  be  playinj 
poker  with."  However,  not  all  Zell's  in 
vestments  ai'e  thiiving  these  days.  Man 
ufactured  Home  Communities  Inc.,  on 
of  Zell's  pubhcly  traded  real  estate  in 
vestment  trusts,  posted  poor  fourth 
quarter  earnings. 

Zell's  risky  plunge  into  the  airlini 
business  has  many  people  wonderinj 
what  he's  up  to.  "Maybe  he's  lookinj 
for  a  tax-loss  canyfomard,"  suggest 
Boyd.  Zell  spokesman  Kirk  Brewer  say 
investors  needn't  worry — Zell  doesn' 
have  his  ego  wi-apped  up  in  this  one 
and  Midway  i-epresents  only  a  tiny  frac 
tion  of  the  Zell/Chilmark  Fund.  That' 
good,  because  the  skies  haven't  bee)| 
too  friendly  lately.  Buckle  up,  Sam. 

By  Susan  Chandler  in  Chicagi 
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BY  GENE  G.  MARCIAL 

DON'T  WATCH 
THESE  INSIDERS 

Beware  of  signals  ffom  corporate  in- 
siders: Their  sales  or  purchases  of 
shares  may  or  may  not  reveal  the  true 
mood  in  the  corporate  suite.  That  ap- 
pears to  be  the  case  at  gmis  (gmis),  a 
major  provider  of  health-cai'e  database 
systems.  Insider  activity  at  gmis  is 
nardly  signahng  one  real  prospect:  a 
;:akeover. 

GMIS  Chairman,  President,  and  GEO 

GIVING  MIXED  SIGNALS 


URNINGS 
PER  SHARE 

1996  Est. 

$1.04 

1995  Est. 

80«: 

1994 

47C 

1993 

SU 

1992 

450 

OCT.  17,  '94 


ADOLLARS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  FIRST  CALL  CORP. 

Pom  Owens  bought  5,000  shares  on 
Mar.  1,  raising  his  holding  to  108,367 
shares.  On  Mar.  31,  gmis  Director  Alan 
Miller  reported  he  had  sold  36,077 
shai'es.  A  month  before,  Moore  Capital 
Management  Group  cut  its  stake  to 
4.7%  from  more  than  5%.  But  after 
Miller  sold  his  shai-es,  Moore  Capital 
switched  direction  and  bought  again, 
raising  its  stake  to  6.5%. 

Based  on  such  activity,  one  would 
hardly  conclude  that  a  buyout  was  in 
the  offing.  But  it  may  well  be,  accord- 
ing to  one  investment  manager  familiar 
with  what's  going  on.  This  pro  says  a 
Big  Board  data  processing  company 
with  revenues  of  around  $1.8  bilhon 
has  put  out  feelers  to  Owens  that  it  is 
interested  in  acquiring  gmis  at  35  a 
share.  The  stock,  trading  at  19  in  late 
January,  has  been  rising,  closing  at  25% 
on  Apr.  11. 

Apparently  Owens  has  kept  the  ap- 
proach under  wraps  and  feels  the  offei" 
doesn't  reflect  the  true  value  of  the 
company,  says  one  insider.  Another  di- 
rector, asked  whether  gmis  was  a  tar- 
get, repUed:  "I  wouldn't  be  surprised, 
but  who  knows?  I  couldn't  tell  you 
about  these  things  even  if  I  knew." 

Based  just  on  estimated  earnings 


growth  of  more  than  30%  annually 
over  the  next  several  years,  some  ana- 
lysts put  the  value  of  gmis  at  36.  In  a 
buyout,  one  investor  figures  it's  worth 
40"to  45. 

gmis'  appeal  is  software  programs. 
Its  "knowledge-based  software  systems 
empower  insurance  companies,  man- 
aged-care organizations,  and  other 
health-care  payers  to  manage  the  cost, 
quality,  efficiency,  and  appropriateness 
of  care,"  says  analyst  Ann  Gallo,  who 
just  moved  to  Bear  Steams  fi-om  Piper 
Jaffray. 

One  popular  GMiS  product  is  Claim- 
Check,  software  that  helps  payers  iden- 
tify improper  claims.  Another  is  In- 
sight, a  chnical  and  financial  database 
that  organizations  use  to  profile  or 
judge  a  doctor's  performance  relating 
to  cost,  quality,  and  efficiency  of  care. 
A  New  York  money  manager  argues 
that  a  larger  database-systems  compa- 
ny could  provide  GMis'  systems  to  a 
wdder  network  of  users  in  the  U.  S. 
and  overseas. 

STAMP 

OF  APPROVAL? 

When  the  price  of  postage  goes  up, 
so  does  the  stock  of  Pitney  Bowes 
(PBi),  the  leading  maker  of  postage  me- 
ters and  related  equipment:  A  price 
hike  involves  readjusting  all  meters, 
and  Pitney  gets  added  revenues  as  a 
result.  The  recent  rise  in  first-class 
rates,  fi'om  290  to  32c,  rescued  Pitney 
from  a  long  slump. 

Pitney's  stock,  which  slid  to  30  in 
early  Febraaiy  from  a  high  of  neai'ly 
46  in  March,  1994,  has  since  edged  up 
to  35.  Growth  investors  have  become 
wary  of  Pitney,  ever  since  earnings 
from  Europe  failed  to  meet  analysts' 
expectations.  But  value  investors  ai'e 
buying.  "We  think  the  stock  has  bot- 
tomed out  here,  so  we've  been  buy- 
ei-s.  We  beheve  it's  worth  44  to  48," 
says  Nancy  Tengler,  managing  direc- 
tor of  UBS  Asset  Management  in  San 
Francisco. 

She  thinks  that,  starting  next  year, 
sales  of  Pitney  gear  in  Geimnany  and 
France  will  rebound,  and  she  expects 
that  China's  55,000  post  offices  viill  be 
a  gigantic  mai'ket.  She  notes  that  Pit- 
ney has  won  an  agreement  from  the 
government  to  market  meters  there. 
"So  far,  we're  only  looking  at  China's 
postal  offices — never  mind  the  thou- 
sands of  commercial  offices  that  will 
also  need  Pitney's  equipment  and  ex- 


pertise to  improve  their  antiquated 
mailing  services,"  she  says. 

But  the  early  payoff  overseas  will 
come  from  Germany  and  France, 
where  Pitney  has  laimched  a  new  mar- 
keting strategy,  says  Tengler. 

PUniNG  WIRELESS 
GEAR  IN  ORDIT 

Always  on  the  lookout  for  an  unrec- 
ognized star  in  a  hot  business,  a 
number  of  hedge-fund  managers  have 
been  buying  into  Electromagnetic  Sci- 
ences (elmg),  which  specializes  in  wire- 
less communications  in  worldwide  mar- 
kets. "It's  one  of  the  few  pure  plays  in 
wireless  technology  that's  making  mon- 
ey and  growing  veiy  rapidly,"  says  one 
New  York  money  manager. 

Electromagnetic's  attraction  is  its 
products.  Its  70%  owned,  publicly  trad- 
ed LXE  (lxei)  subsidisj-y,  which  sells 
at  15  a  share — makes  wireless  data- 
communications  systems  that  are  ra- 
dio-linked with  host  computers.  The 
company's  two  other  units — ems  Tech- 
nologies and  CAL  Systems — make  ad- 
vanced communications  and  signal-pro- 
cessing electronics  products  used  in 
satelHte  systems. 

GAL  is  the  exclusive  maker  of  air- 
borne antennas  for  American  Mobile 
Satellite,  which  were  used  in  the  msat 
satellite  launched  on  Apr.  7.  The  anten- 
nas also  transmit  voice  and  data  from 
private  planes  at  sharply  lower  costs 
than  available  alternatives.  In  addition, 
Electromagnetics 


THE  MESSAGE 
MAY  GET  CLEARER 


125 


is  using  its  tech- 
nical knowhow  to 
develop  antennas 
for  pei-sonal  com- 
munications ser- 
vices (PCS).  Sales 
of  the  antennas, 
says  one  pro, 
should  boost  com- 
pany eaiTiings  in 
19%  and  1997.       lo.     ™^ . 

Electromagnet-  SCIENCES 
ics,  which  is  prac-    ■»»  ScLol 
tically  debt-free 

and  has  a  healthy     "  dec  23, 94  apr  11, 95 
balance  sheet,  has     a  dollars 

grown     rapidly:         Bloomberg  fiNANCiAi  markets 

Earnings  jumped  in  1994  to  580  a 
share  on  sales  of  $117.9  million,  up 
fi-om  1993's  200  on  sales  of  $99  mil- 
hon.  One  major  investor  thinks  earn- 
ings vrill  leap  to  820  this  year  and  to 
960  in  1996.  He  sees  the  stock  dou- 
bling in  a  year. 
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We've  always  assLimed 
perfection  could  be 
improved  upon. 


So  what  San  Francisco's 
preeminent  and  founding  small 
luxury  hotel  has  done  superbly, 
has  been  re-done. 
Even  Better. 
How? 
Well,  for  those  of  you 
who've  always  preferred  our 
manner  of  intimate, refined, 
considerate  hoteling, 
we  now  offer  that  same 
special  hallmark  in 
meeting  capabilities. 
Penthouse  suites, 
executive  boardrooms,  and 
now  a  grand  conference 
salon  accommodating 
more  than  100. 
All  without  compromising 

luxury,  comfort  or 
presentation  effectiveness. 

Business  with 
a  thoughtful  side, . . 
it  still  has  its  Place. 
Campton  Place. 
On  Union  Square,  San  Francisco. 
For  ri'savatiom.ste  your  (ravel  dt/fnf 
or  call  (Hoo)2  'i5-4:ioo 


Special  Advertising  Section 


Hot  Hotel 
Restaurants 


ark  is  wowing 
ness  travelers  with  its 
inventive  American  cuisine. 


longer  en-Gulfed  by 
severe  cost  cutbacks,  busi- 
/        ness  travel  is  back  in  style, 
and  so  is  hotel  dining,  coast  to  coast. 
Savvy  road  warriors,  in  fact,  are  choos- 
ing their  hotels  partly  for  the  conve- 
nience of  having  a  fine  restaurant  only 
an  elevator  ride  away. 

Typical  of  the  dining-in  trend  is  Rox 
(213/772-2999),  a  creation  of  star-chef 
Hans  Rockenwagner  whose  kitchen  tal- 
ents include  superb  lamb  and  crab  souf- 
fles —  it's  in  the  very  "in"  inn  on  Rodeo 
Drive,  the  Beverly  Prescott  (800/421- 
32  12).  And  with  a  similar  flair  Mark's 
(212/879-1864)  in  The  Mark 
(800/223-1588)  on  Manhattan's 
Upper  East  Side  is  wowing  busi- 
ness travelers  with  its  inventive 
American  cuisine  (along  with  special  wine 
and  cigar  nights  for  aficionados). 

L.A.  ALLURES  The  Beverly  Hills 
(3  1 0/276-225 1 ),  reopening  in  June,  has  52 
phones  at  poolside  and  the  one  and  only 
Polo  Lounge.  The  food  may  be  secondary 
to  the  celebrity  sights,  but  the  idea  is  there. 

At  Trader  Vic's  (3 10/274-7777),  a 
fun  chain  that  fell  out  of  favor  in  the 
Eighties,  you  can  go  for  the  rum-and- 
fruit-juice  drinks  and  pupu  platter  —  all 
at  the  Beverly  Hilton  (800/445-8667). 

For  a  return  to  czardom  book  a  table 
at  Diaghilev,  a  popular  dacha  in  the  Bel 
Age  (310/854-11  11)  where  you  wash 


down  Russian  dishes  with  plenty  of 
vodka  and  lots  of  people-watching. 

The  Restaurant  at  the  hacienda-style 
Bel-Air  (310/472-1211),  a  favorite  with| 
bicoastal  guests,  has  greenery  for  scencri 
and  frenchified  California  cuisine. 

Appointments  downtown?  Bernard 
(213/612-1580)  in  the  palatial  Biltmort 
(800/245-8673)  has  been  a  classic  for 
years,  even  with  chef  changes.  In  the 
nearby  boutique  Wyndham  Checkers 
(800/426-3135)  there's  upper-echelon 
sophistication  at  the  Checkers 
Restaurant  (213/624-0000),  which 
features  French-American  dishes. 

BAGHDAD  BY  THE  BAY  At  the  top 

of  any  food-loving  San  Franciscan's  list 
of  restaurants  would  be  Masa's 
(415/989-7154)  where  chef  Julian 
Serrano  orchestrates  the  contemporary 
French  cooking  and  it's  right  in  the 
Vintage  Court  (415/654-1100),  which 
provides  comp  limo  service  to  the  finan- 
cial district. 

At  Kempinski's  Campton  Place 
(415/781-5555),  a  lewel  of  a  hotel,  che 
Todd  Humphries  turns  out  well-craftec 
Californian  dishes  at  Campton  Place. 

SOUTHERN  COMFORT  In  Atlanta 
most  of  the  hotel  culinary  honors  go  to 
super-chef  Guenter  Seeger's  The  Dining 
Room  (404/237-2700)  in  the  Ritz- 
Carlton  Buckhead  (800/241-3333).  A 


When  the  body 
is  comfortable, 
the  mind  travels 
at  ease,  too. 
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That's  the  philosojihy  lichind 
World  Business  Class, '  from  KLM 
and  Northwest  Airlines.  So  we  added 
nearly  50%  more  legroom  and  recline 
for  more  personal  space  than  Liny 
other  worldwide  airline. 


Plus  personal  s'ideos,  innovative 
menirs  and  other  amenities  designed 
to  help  you  stretch  out  and  relax. 
Enjoy  more  comfort  to  more  of  the 
world.  Call  your  travel  agent,  KLM, 
or  Northwest  Airlines. 


©NORTHWEST 
AIRLINES 

Some  People  Just  Know  How  to  Fly 


1«800«447'4747 


KLM  World  Business  Class 

Northwest  recycles  over  5000  pairs  of  lost  &  unclaimed  glasses  O 
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THE 

FREQITNT 
TRWTLER 


Combine 
Southern  comfort 
with  northern 
efficiency  for 
J  dining  treat 
in  Atlanta. 


mainstay  for  years,  Nikolai's  Roof 
1404/659-3282)  in  the  Hilton  (800/445- 
866" )  caters  to  visiting  executives  with 
its  Russian-accented  continental  menu 
and  spectacular  rooftop  view. 

MIDWEST  KITCHEN  MAGIC  In 

Chicago,  what's  better  than  the  well- 
done  American  dishes  ser\  ed  up  in  the 
golden  oldie  Pump  Room  (312/266- 
0360)  of  the  Omni  Ambassador  East 
(800/843-6664)? 

Along  the  "Magnificent  Mile"  you 
can  enjoy  gourmet  dishes  in  the 
Boulevard  Room  (312/944-4100)  of  the 
Inter-Continental  (800/327-0200),  the 
st>  hsh  La  Tour  (312/280-2230)  in  the 
Park  Hyatt  (800/233-1234)  at  Water 
Tower  Square,  the  Seasons  (312/280- 
88001  in  the  Four  Seasons  (800/332- 
3442),  a  white-gloves 
establishment,  and  The 
Dining  Room  (312/266- 
1000)  m  the  Ritz-Carlton 
(800/241-3333).  In  the 
Loop,  enjoy  the  refined 
Midwest  home  cooking  in 
the  plain-wood  Prairie 
(312/663-1143)  of  the 
Hyatt  on  Printer's  Row 
(800/233-1234). 

EASTERN  SHUTTLE 

In  Washington,  where 
business  intersects  with 
politics,  visiting  firemen  meet  their  top 
lobbyists  at  maestro  Jean-Louis 
Palladin's  Jean-Louis  (202/298-4488)  in 
the  Watergate  (800/424-2736). 

The  Mavflower  (800/468-3571),  a 
Sfouffer  landmark  that  has  hosted  presi- 
dential balls,  now  sports  Nicholas 
(202/347-8900)  with  chef  Tmo  Buggio 
deftly  preparing  seafood  that's  delicious. 

For  trendy  dining  amidst  T\'  and  cab- 
inet-level celebrities,  book  Citronelle 
(202/625-2150)  in  the  Latham 
(800/368-5922)  where  chef  Michel 
Richard  shows  off  his  creative 
California  cuisine. 


Even  after  its  decorating  update, 
name  change  and  revamped  menu  — 
more  or  less  Californian  to  keep  the 
Hollywood  crowd  happy  —  Seasons 
(202/944-2000)  at  the  swish  Four 
Seasons  (800/332-3442)  gets  top  rating 
among  hotel  restaurants. 

Also  super-attractive  for  business 
entertaining  —  and  close  to  the  White 
House  —  are  the  X^'illard  Room 
(202/637-7440)  in  the  Willard  Inter- 
Continental  (800/327-0200)  with  sea- 
sonal dishes  and  the  Lafayette  (202/638- 
6600),  a  power  center  in  the  Hay- Adams 
(800/424-5054)  that  features  New 
American  cuisine. 

A  who's  who  of  Washington  dines  in 
the  renovated  Jockey  Club  (202/659- 
8000),  D.C.'s  version  of  the  "21"  Club, 
in  the  Ritz-Carlton  (800/424-8008). 

APPLE  BLOSSOMS  In  New  York, 
garnering  praise  from  restaurant  critics 
is  about  like  winning  the  Kentucky 
Derby,  but  two  hotel  restaurants,  both 
formal  and  French,  have  done  it:  the 
cool  Lespinasse  (212/339-6719)  in  the 
turn-of-the-century  St.  Regis  Sheraton 
(800/325-3535)  and  Les  Celebrites 
(212/484-5113)  in  Nikko  Hotels'  Essex 
House  (800/645-568")  facing  Central 
Park. 

A  surreal  hotel  with  real  food?  Try  rh 
Royalton  (800/635-9013)  where  designer 
Philippe  Starck  and  chef  Geoffrey 
Zakarian  merged  talents  to  create  44 
(212/944-8844),  a  restaurant  that  has 
captivated  neighborhood  executives. 

At  the  all-suite  Surrey  (800/637- 
8483)  you're  within  steps  of  Daniel 
(212/288-0033),  a  hangout  of  New 
York's  upper  crust  run  by  star  chef 
Daniel  Boulud. 

In  Boston's  financial  district  Julien 
(6 1"/45 1-1900)  in  the  Meridien 
(800/543-4300)  is  the  ultimate  in  ele- 
gance and  French  cuisine.  Aujourd'hui 
(617/338-4400).  the  graceful  restaurant 
at  the  Four  Seasons  (800/332-3442), 
gives  diners  a  view  of  the  Public  Gardens. 
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Your  company  just  assigned 
ou  all  of  Eastern  Europe.  You 
have  no  contacts,  no  one  to 
how  you  the  ropes.  You're 
ompi 


With  all  the  changes  in  Eastern 
Europe,  it's  nice  to  know  there's  an 
airline  that's  been  there  all  along— 
one  that's  attuned  to  your  needs. 
With  the  most  destinations  of  any 
western  carrier,  we  can  get  you  to 
all  the  most  important  business 
centers.  With  downtown  offices  in 
most  major  cities — from  Budapest 
to  Vilnius — we  can  help  you  get 
your  bearings.  So  if  your  business 
takes  you  east,  fly  with  the  people 
who  have  the  most  experience, 
who  really  know  the  territory. 


.ufthansa 


Accrue  or  redeem  mHcs  in  either  Lufthansa  Miles  &  Mor*'" 
or  United  Mileage  Plus"  when  you  Ky  on  Lufthansa  flights 
or  flights  ofMrated  by  our  global  partner.  Unfted  Airlines. 


.  brochure  call  l-S0()-9_S0-2438.Thc  Ch.vmlec  Emblem  and  MonK  C  arlo  arc  rcs.srcrcd  trademarks  ot  the  GM  Corp.  01994  GM  Corp.  All  R.gh.s  Reserved. 
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A  made-to-measure  fit 
in  an  off-the-rack  world. 


Most  new  cars  are  built  according  to  rather  abstract  and  impersonal 
engineering  specifications.  But  the  new  Monte  Carlo  was  designed  to 
be  your  own  personal  space.  So  instead  of  assuming  what  drivers  want- 
ed, we  asked.  Look  inside  the  cabin.  You'll  discover  front  seats  that  are 
deeply  contoured  and  feature  thick,  cushioned  bolsters  for  support. 
You'll  notice  that  every  instrument  and  control  is  placed  exactly  where 
you'd  expect  to  find  it.  That  every  surface  not  only  flows  beautifully 
into  the  next,  but  every  texture  is  soft  to  the  touch  and  easy  on  the  eyes. 
In  short,  we've  made  every  effort  to  ensure  that  the  new  Monte  Carlo 
is  a  perfect  fit.  Why  not  visit  your  Chevrolet  dealer  and  try  one  on? 

The  New  JVlonte  Carlo 
Cl!^pj   Genuine  Chevrolet" 
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THE 

FREQLINT 
TIUWLER 


TravelUpdate 


At  the  Virgin  Clubhouse,  dip  into  a  book  in 
"^the  library  lounge  designed  like  a  country 
manor  house  and  loaded  with  antiques. 


At  the 
Clubhouse 
there's  a 
diversion 
for  every 
lifestyle. 


Virgin  Territory 

THE  LOUNGE 

FOR  ALL  LIFESTYLES 

Virgin  Atlantic  Chairman  and  entrepre- 
neur Richard  Branson  spoils  his  Upper 
Class  passengers  rotten  with  comp  limo 
service  to  and  from  your  flight  —  at 
Newark,  JFK,  Gatwick,  and  Heathrow. 
(He  has  been  known  to  call  his  econo- 
my customers  Riff-Raff  Class  in  jest.)  At 
the  airport  he  provides  pre-boarding 
Snooze  Service  and  a  nifty  buffet  for 
your  picking  if  you  want  to  sleep  rather 
than  dine  during  the  flight.  And  aloft, 
in  his  new  747-400s 
(800/802-8621  for  reser- 
vations), he  gives  you  a 
massage,  serves  Virgin 
Vodka  at  a  standup  bar, 
and  lets  you  turn  your 
transatlantic  trip  into  a 
two-movie  flight  with  a 
library  of  videos  to  see 
on  your  personal  pullout 
TA'.  And  in  a  David- 
Goliath  airline  part- 
nership, launched  in 
early  April,  he's 
enabling  Delta 
Frequent  Flyers  to  earn  miles  on  Virgin 
nonstops  between  JFK/Newark  and 
Heathrow. 

Now  the  maverick  mogul  has 
upstaged  his  other  innovations  with  his 
Virgin  Clubhouse  (81-897-5051),  the 
airline's  Sl.5-million  lounge  located  a 
short  zig  and  zag  from  Gate  12D  in 
Terminal  3  at  Heathrow.  There's  a 
diversion  in  it  for  every  lifestyle.  Don't 
leave  the  airport  without  seeing  it. 


Chunnel  Commute 
yy^HAT  EUROSTAR  IS  LIKE 

Five  Eurostar  (800/848-7245)  "bullet' 


trains  now  shuttle  between  London  and 
Paris/Brussels,  finishing  the  race  in  three 
hours  —  as  fast  as  a  plane  between  city 
centers.  First  class  ($154  one-way  with 
discounts  for  Europe  rail  passes  and 
advance  purchase)  on  Eurostar's  TGV- 
style  18-car  trains  includes  a  solid  table 
with  expansion  leafs  (for  meals,  laptops) 
in  its  2-2  and  1-1  facing  configuration. 
The  ride  is  faster  than  expected  through 
English  countryside,  quiet  through  the 
tunnel  under  the  Channel,  and  swift  as  a 
plane  on  takeoff  through  Normandy 
farmlands. 


Meeting  Magic 

CRUISING  WITH  CUNARD 

For  the  executive  style  at  sea,  few  cruise 
lines  can  match  Cunard's  cachet  —  with 
six  of  the  world's  most  luxurious  ships  in 
its  fleet. 

That's  why  more  and  more  boards, 
executive  committees,  and  other  top- 
level  corporate  groups  are  booking  suite 
space  on  the  refurbished  QE2,  smaller 
(and  also  refurbished)  Vistafjord,  and 
yacht-type  Sea  Goddess  I  and  II  for 
meetings. 

And  with  the  sleek  Royal  Viking  Sun 
sailing  under  the  Cunard  flag,  there's  yet 
another  choice  for  classy  get-together 
cruises. 

Does  this  violate  the  work  ethic? 
Even  top  executives  are  mere  mortals 
who  enjoy  combining  work  with  plea- 
sure —  it's  called  an  incentive. 

You  can  meet  in  a  suite  or  "board- 
room" on  shipboard,  but  break  for  fun 
time  in  Cunard's  Golden  Door  spas, 
casinos,  cabarets,  and  gourmet  restau- 
rants. 

If  you  want  to  connect  with  Cunard 
(800/221-4770)  for  a  one-of-a-kind 
work  vacation,  consider  the  options. 
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Now  available 
in  a  notebook. 


Power  and  portability  are  no  longer  mutually  exclusive.  Now  you  can  have  both  with  an  Intel 
Pentium"'  processor-based  notebook.  In  fact,  all  of  today's  most  demanding  desktop  software 
pentiuni  including  office  suites,  multimedia  and  3-D  graphics,  now  runs  just  as  great  on  your  notebook. 

intel. 

©  1995  Intel  Corporation.  For  more  information  on  the  Intel  Pentium  processor  family  contact  Intel  on  the  Intemcl  at  http://www.Intel.com/procs/penliuni/ 
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THE 

FREQUENT 
TMVTILER 


On  Cunard's  floating  palaces,  relax  after 
work  in  the  casinos,  spas,  cabarets, 
and  restaurants. 


•  You  probably  spend  more  rime  on 
compain-  finances  than  on  your  own 
personal  investment  portfolio.  So  it 
might  make  sense  to  book  a  group  — 
spouses  included  —  on  the  QE2's  July 
10  to  15  transatlantic  ''theme"  cruise. 
Aboard  will  be  guest  lecturers  on  per- 
sonal finance  from  J. P.  Morgan,  Union 
Bank  of  Switzerland,  and  Worth. 

•  But  what  size  ship?  Cunard's 
flotilla  ranges  from  a  mega-ship  (QE2, 
1800  passengers)  to  boutique  pleasure 
crafts  (Sea  Goddesses  I  and  II,  116 
passengers).  With  the  biggest  \ou  get 
the  works:  absolutely  every  kind  of 

diversion;  with  the  small- 
er, a  caviar-and-vodka 
treatment  tailored  to  your 
own  special  itinerary. 

Which  \'ou  choose 
depends  on  your  personal 
tastes  —  and  budget. 
Either  way,  it's  the  same 
Cunard  service,  English 
butler-stvle. 


Executives 
are  using 
cruises  on 
Cufhird's 
QE2,  Vista fjord. 
Sea  Goddesses 
and  Royal 
Viking  Sun 
for  top-level 
meetings. 


Traveling  Office 
GUEST  ROOMS  WITH  GADGETS 

Forget  workmg  9  to  5  —  it's  a  thing  of 
the  past,  particularly  for  business  trav- 
elers. And  so  Marriott  (800/543- 
4300),  a  hotshot  of  hotel  management 
(and  now  a  major  shareowner  of  Ritz- 
Carlton),  is  installing  the  "Room  That 
Works"  in  20%  of  its  full-service  guest 
rooms  systemvvide.  Irs  main  features: 
a  large  desk,  adjustable  ergonomic 
chair,  and  key  accessories  including 
two  power  outlets,  a  PC  modem  jack, 
and  moveable  work  light.  After  sur- 
veying business  travelers  —  two-thirds 
use  laptops  in  hotel  rooms  —  Marriott 
teamed  up  with  AT&T  and  Steelcase 
to  make  on-the-road  life  easier  for 
business  travelers  at  its  900-plus  hotels 
worldwide. 


Battery  Packed  ^ 
GETTING  CHARGED  UP  J|| 

Ironically,  the  20th  century  electronic  gear 
you  lug  around,  from  laptop  to  calculator 
uses  a  refined  holdover  from  the  19th  cen- 
tury: batteries.  Ha\  ing  them  go  dead  just 
when  you're  writing  a  report  on  deadline 
or  going  to  a  critical  meeting  can  be  a 
nightmare. 

Here's  some  advice  on  their  strong  and 
weak  spots. 

•  New  "smart"  Duracell  and  other  batter 
ies  use  microprocessors  to  warn  you  when 
they're  getting  low. 

•  Let  nickel-cadmium  batteries,  the  most 
common  t>  pe,  drain  completely  before 
recharging.  Otherwise,  they  tend  to  take 
only  a  partial  charge  —  good  for,  say,  one 
hour  rather  than  two.  (No  problem  of  this 
sort  with  lithium-ion  or  nickel-metal 
hydride  batteries.) 

•  The  newer  NiMHs,  now  used  in  power- 
hungry  business  tools,  generally  last  40% 
longer  than  the  NiCds. 

•  It's  only  wise  to  minimize  the  drain  on 
your  portable  batteries  by  dimming  your 
screen,  accessing  the  disk  drive  only 
when  necessary,  and  not  repeatedlv  turn 
ing  the  machine  on  and  off.  Newer  top 
computer  models  have  helpful  built-in 
power  managers. 


•  You  won't  do  yourself  a  favor  by 
recharging  batteries  well  in  advance  of  a 
business  trip.  They  lose  their  power  when 
idle.  Juice  them  up  the  night  before  you 
leave.  Though  cumbersome,  take  along  a 
spare  NiMH  (about  $120)  or  lithium-ion 
($199).  You  can  find  AAs  and  their  ilk 

1 

an  V  where. 


This  text  iras  irritteu  by  Paid  Buriihdni  Finney  of 
hinlyn  Coiiuminications,  Inc.  Mr.  Finney  is  a 
well-known  jinmialist  with  expertise  in  worldwide 
business  travel. 


A  Penny  bought  the  whole  airiine. 


iiai^uir  lhal. 
All  those  giant  747s.  All  our  Ijiand 
new  777s.  All  of  our  evervlliing.  Bought  hv 
a  Penny.  A  very  hard-working  Penny  to  be  sure.  Vernon  Penn\.  customer 
service  representative.  One  of  the  55,000  employee-owners  of  United. 
The  very  people  who  built  the  airline  and  now  own  it. 

Which  translates  into  top  management  lieing  within  reach. 
.  ..  Its  obvious  we  don t 


wor 


k  here 


The  largest  employee  buyout  ever! 
Never  underestimate  the  pow-er  of  a  Penny. 


&  United  Airlines 


pecial  Report 


What  a  bunch  of  piker-s.  The  best-paid 
chief  executive  of  a  pubhc  company  in 
1994  was  Charles  S.  Locke,  who  last 
yeai'  retu-ed  as  chairman  and  chief  exec- 
utive of  Chicago-based  Morton  Inter- 
national Inc.  For  nmning  the  makei'  of 
chemicals  and  automobile  air  bags, 
Locke  earned  a  mere  $25.9  million  last 
year— just  one-eighth  of  the  megamil- 
lions  that  Walt  Disney  Co.'s  Michael  D.  Eisner  was  paid  in 
199;-!.  In  fact,  1994's  10  best-paid  CEOs  combined  failed  to 
make  what  chart-topper  Eisnei-  brought  home  in  1993:  an 
astounding  $203  million. 

So  is  executive  pay  finally  coming  down  from  the  strato- 
sphere? The  last  few  years  have  seen  a  nsing  swell  of  public 
outrage  over  zillion-dollai  ceo  paychecks.  Swept  along  by  that 
tide,  legislators  and  regulators  pushed  through  a  raft  of  re- 
fonns,  fi-om  a  $1  million  cap  on  the  corporate  deductibility  of 
executive  salaries  to  improved  disclosure  to  shareholders. 
And  boiu-ds  of  dii-eetors  were  said  to  be  bestuiing  themselves, 
shaipening  their  scnatiny  of  pay  proposals.  Is  the  relative  re- 
straint of  last  year's  paychecks  evidence  that  these  reforms 

are  at  last 
taking  hold? 

Hardly.  The 
big  news  this 
year  isn't  in 

the  big  numbers — it's  in  the  fine  print.  Bui-ied  in  the  latest 
pay  contracts  chief  executives  are  signing  and  the  lists  of 
stock  options  they're  salting  away  in  the  wall  safe  are  the  au- 
guries and  portents  of  things  to  come.  And  what  they're 
saying  is  this:  You  ain't  seen  nothing  yet. 

All  the  public  clamor  and  regulatoiy  maneuverings  have 
been  aimed  at  one  goal — forging  better  links  between  execu- 
tive pay  and  corporate  j^ertormance.  And  boards  of  directors 
have  indeed  been  overhauling  pay  practices  to  tie  pay  to 
peifoi-mance  as  never  before.  But  as  the  old  saying  has  it,  be 
careful  what  you  wish  for,  because  you  just  might  get  it.  Tiiie, 
CEOS  these  days  stand  to  see  their  pay  shrink  if  they  fail  to 
deliver  the  goods  to  shareholders.  But  when  the  boss  does 
perform,  his  pay  is  more  likely  than  ever  to  go  into  orbit. 
BIG  DOLLARS.  Waving  the  pay-for-performance  banner,  many 
companies  have  been  shifting  more  and  more  of  the  chief  ex- 
ecutive's pay  into  stock  options.  The  theoiy  isn't  um'easonable. 
Unless  they're  gi-anted  at  below-mai'ket  prices  or  othei-wise  fi- 
nagled, options  mean  the  boss  fai-es  well  only  when  sharehold- 
ers do.  But  today's  proxies  offer  evidence  of  tomorrow's 
ti-easure.  Pay  consultants  see  CEO  pay  increasingly  based  on 
commission-like  fonnulas  that  award  chief  executives  a  per- 
centage of  their  company's  stock  appreciation.  "Shareholders 
cleai'ly  want  to  tie  cko  compensation  to  the  pertbrmance  of 
tlie  stock,  and  they  are  willing  to  pay  veiy  big  dollars  for  per- 
formance," says  Maurice  Segall,  a  director  at  AMR  Corp.  and 
Harcourt  General  Inc. 

That's  why  the  numbers  on  BCSINESS  week's  45th  annual 
Executive  Pay  Scoreboard  represent  the  calm  before  the 
stoiTn.  Tlie  >\\r\-ey,  compiled  with  Standard  &  Poor's  Compu- 
stat,  a  division  of  McGraw-Hill  Inc.,  examined  the  compensa- 
tion of  the  two  highest-paid  executives  at  371  comjianies. 

On  the  Bi'siM.ss  WEEK  ranking, 
the  compensation  of  AlliedSignal 
Chairman  Lawrence  A.  Bossidy 
looked  mode^^'  by  recent  standm'ds. 
He  landed  at  No.  8  on  the  top-jmid 
list,  with  $12.4  million.  Ti-ue,  the 
board  hiked  his  base  salaiy  KZ'Yo,  to 
$2  million  a  year,  and  guaranteed 
him  a  minimum  cash  bonus  of 
$1.85  million  for  1994.  But  more 


THE  WINNER  > 


Morton  CEO 
Charles  Locke 
led  the  parade. 
His  pay:  A 
relatively  paltry 
$25.9  million 


GEO  PAY: 
READY  FOI 
TAKEOFF 

Stnrk  nntions  will  soon  fiifil' 


a  new  surge  in  compensatic 

■  ■  ■      ■  ■  .  \ 
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The  Top-Paid  Chief  Executives... 


1334  SALARY  LONG-TERM  IflTAl 
AND  BONUS       COMPENSATION  PAY 

THOUSANDS  Of  DOLLARS 


1 

CHARLES  LOCKE                      U9  0A9 

MDRTriN  INTFRNATIONAL                 ^>  XLi^yj^u 

$13,886  $25,928 

2 

JAMES  DONALD                             Q  OAQ 

n<^r  roMMi  inipation*^  u^u\ju 

UO\j  L-Ulvl  IVI  U  1 N  l^rM  IWINO  ' 

15,618 

23,826 

3 

CARL  REICHARDT                         0  au] 

VVCLLo  rrMTJw  ' 

13,941 

16,612 

4 

REUBEN  MARK                            0  qco 

13,412 

15,770 

5 

ECKHARD  PFEIFFER                       p.  ncA 

m^ylPAn  rriMPiiTFR  o*\JU\j 

9,642 

14,692 

6 

JAMES  CAYNE                         7  aaa 

RFAR  *^TFARI\I^ 

DCMiAolL-rtrxiNo  ' 

6,906 

14,572 

7 

HUGH  MCCOLL                              0  AAA 

MATmM<^RANk  0%\J\J\J 
INMI  lUiNoDMINrv  ' 

10,725 

13,725 

8 

LAWRENCE  BOSSIDY                      0  coo 

Ai  1  ipnt;inMAi  UjUUU 

rtLLlL-UoiolNML  ' 

8,756 

12,389 

9 

LOUIS  GERSTNER                         4  500 

1  dIVI  ' 

7,753 

12,353 

10 

SANFORD  WEILL                          0  qao 

1  r<MV  LLtno  ' 

8,266 

12,169 

11 

MAURICE  GREENBERG                      0  r-rn 

A^/1FDI^AM  INTFRNATinNAi  nPOl  IP              O  %  i  U\J 
MlViL.r\IOMIN  UN  I  EiniMMI  IUI'IML  OrAUUr  f 

8,330 

12,080 

12 

ROBERTO  GOIZUETA  4071 

7,683 

12,054 

13 

WARREN  BAnS                           0  oaa 

PPFMARK  INTPRNATIDNAI  iJ.UUU 

9,611 

11,977 

14 

CHARLES  KNIGHT  OAIC 

FMFR^nN  Fl  FPTRir  Li*\Ji.U 

L  IVl  Ln  oU  IN   L  Lt-Vj  1  n  1  >^  ' 

9,738 

11,753 

15 

JAMES  MELLOR                             0  f:Ql 

vjC-INtLrxML  UIINMIvilV'O  ' 

8,533 

11,224 

16 

MICHAEL  EISNER                           0  AiQ 

WAIT  niciNFY  O.UiC/ 
WML  1    U 1 0  IN  C  T  ' 

2,638 

10,657 

17 

ROBERT  KIDDER                            1  oaq, 

nilRAPFI  1   IIMTFRNATIDNAI  i.'J'rrt/ 

9,280 

10,629 

18 

W.J.  SANDERS  ill                           A  a(\(] 

ADVANCED  MICRO  DEVICES  tjUUU 

5,773 

10,433 

19 

KENNETH  LAY                               0  AQa 

ENRON  -^,i:OU 

7,653 

10,139 

20 

STEVEN  WALSKE                              70  c 

PARAMETRIC  TECHNOLOGY  ' 

8,179 

8,905 

...And  10  Who  Aren't  CEOs 

1934  SALARY  LONG-TERM 
AND  BONUS  COMPENSATION 

THOUSANDS  OF  DOLLARS 

TOTAL 
PAY 

1 

SAMUEL  GEiSBERGCHMN.  4A0 

PARAMETRIC  TECHNOLOGY  tpij-iu^ 

$16,943 

$18,345 

2 

GARYSTIMACSR  VP                      1  aaa 

COMPAQ  COMPUTER  i,uuu 

14,228 

15,228 

3 

JOHN  CHAMBERS  EXEC  VP  o^ir 
CISCO  SYSTEMS 

14,681 

15,026 

4 

ALAN  GREENBERG  CH M N .                1 0  1 

BEAR  STEARNS  l.\J,JOL 

3,591 

14,572 

5 

LAWRENCE  LASSER  PRES.               1  i  OOA 

PUTNAM  (MARSH  &  McLENNAN)  li,0:iU 

368 

11,688 

6 

GEORGE  BORROW  EXEC  VP               1  oki 
UNITED  HEALTHCARE 

9,141 

10,492 

7 

WILLIAM  MURRAY  CHMN                   0  1  c A 
PHILIP  MORRIS  ^,i-!JU 

6,063 

8,213 

8 

WILLIAM  SHANAHAN  PRES                 1  907 

COLGATE-PALMOLIVE                         i.,OtJ  1 

6,397 

7,694 

9 

GERALD  MONTRYSR  VP                   1  747 

DSC  COMMUNICATIONS  X,f1( 

5,887 

7,634 

10 

ROBERT  GREENHILL  CH M N  080 

SMITH  BARNEY  (TRAVELERS)  (J,UOU 

2,129 

7,209 

DATA;  EXECUCOMP  BY  STANDARD  S  POOR  S  COMPUSTAT,  A  DIVISION  OF  MCGRAW-HILL  INC, 
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The  news  isn't  in  the  numbers-it's  in  the  fine  print. 
And  it  says  you  ain't  seen  nothing  yet 


special 


$4.5  billion,  sinct 


important,  it  also  gave  Bossidy  two  huge  stock-option  grants 
on  a  total  of  1.8  million  shares  of  AlliedSignal  Inc.  stock. 
The  company  explains  that  the  lai'ger  of  the  two  grants — on 
1.5  million  options — is  "in  lieu  of  fuvjre  annual  grants."  Still, 
if  AlliedSignal  stock  rises  by  lO*^'  annually  over  the  10-year 
term  of  the  option,  Bossidy  sta;  lis  to  gain  .$100.5  million  on 
those  two  option  gi-ants  alone. 

AlliedSignal  has  certai':  ,  thrived  under  Bossidy.  The 

companj^s  mai'ket  val- 
ue rose  an  average  of 
$1.8  bilUon  a  year,  to 
almost  SIO  billion  from 
lined  the  auto-parts  and  industrial 
products  maker  in  mid-1991.  Its  return  on  equity  climbed  to 
29.8%  fi-om  .  Delbert  C.  Staley,  the  boai'd  director  who 
heads  Al'IedSigr^ial's  compensation  committee,  says  the  new 
contract  simply  makes  Bossid}''s  pay  "competitive  with  com- 
pensation packages  cmTently  offered  to  the  nation's  most 
highly  regai'ded,  sought-after  executives." 

It's  true  that  he  has  plenty  of  company.  Kenneth  L.  Lay  of 
Enron  Coip.  came  in  at  No.  19  on  the  Ust,  with  $10. 1  million 
in  total  pay.  But  last  yeai;  Enron's  board  handed  him  options 
on  more  than  1.4  million  shares  of  stock.  If  he  can  increase 
the  value  of  the  compan\-'s  shai-es  by  10%  a  year  over  the  op- 
tions' 10-year  teiTti,  Lay  will  have  a  trove  worth  some  $76 
million — all  by  xiilue  of  one  year's  worth  of  stock  options. 

Such  prospects  are  in  sharp  contrast  to  the  apparent  re- 
sti'aint  in  1994's  paychecks.  In  a  year-  in  which  overall  corpo- 
rate profits  showed  a  stunning  34%  gain,  the  average  salai-y 
and  bonus  of  chief  executives  cHmbed  only  10%,  to  $1,399,698. 
Even  more  surprising,  the  CEO's  average  total  pay  package, 
including  stock  options  and  other  long-teiTn  compensation,  fell 
25%,  to  $2,880,975.  The  reason:  Fewer  chief  executives  exer- 
cised stock  options  last  year,  when  the  w^eak  stock  market 
made  their  options  less  lucrative.  Once  again,  though,  a 


Who  Measures  Up... 
And  Who  Doesn't 


EXECUTIVES  WHO  GAVE  SHAREHOLDERS 
THE  MOST  FOR  THEIR  PAY... 


record  number — 537  of  the  742  executives — earned  more 
than  $1  milUon  in  pay  last  year. 

The  second-place  finisher  in  the  1994  pay  ranking  was  a 
newcomer,  James  L.  Donald,  chief  executive  of  DSC  Commu- 
nications Coi-p.,  a  telecommunications  equipment  maker  in  Pia- 
no, Tex.  Donald  earned  S23.8  million  last  yeai',  some  $15.6  mil- 
lion from  exercising  a  stock  option.  The  company  stoutly 
defends  his  pay,  noting  that  when  Donald  joined  DSC  in  1981 
it  had  only  five  employees,  no  commercial  products,  and 
market  value  of  under  $10  million.  DSC  now"  boasts  more 
than  5,410  employees  and  a  m.arket  cap  of  $3.5  bilKon.  "This 
gentleman  has  performed,"  says  a  DSC  spokespei-son.  "His  pay 
is  a  sign  of  our  success." 
LEADING  THE  PACK.  The  Other  big  winners  come  largely  fi'om 
mainstream  companies  in  banking  and  finance,  consumer 
goods,  and  industrial  products.  Caii  E.  Reichai'dt,  retiiing  ceo 
of  Wells  Fargo  &  Co.,  got  S16.6  million,  while  Reuben  Mai'k  of 
Colgate-Palmohve  Co.  pulled  dowTi  $15.8  million.  Compaq 
Computer  Corp.'s  Eckhai'd  Pfeiffer  eai-ned  $14.7  milhon.  and 
Bear  Steams  &  Co.'s  James  E.  Caj-ne  made  $14.6  milhon. 

In  an  analysis  linking  ceo  pay  and  perfoiTnance  over  the 
past  three  years,  business  week  and  Compustat  found  that 
investor  Warren  E.  Buffett  of  Berkshh-e  Hathaway  Inc.  pro- 
\ided  the  best  retrnm  to  shai'eholders  for  his  compensation 
Laiu-ence  A.  Tisch,  ceo  of  CBS  Inc..  tiu-ned  in  the  best  compa- 
ny results  relative  to  his  pay.  On  the  neg-ative  side  of  the  pay- 
for-perfoiTnance  ledger  ai'e  Disney's  Eisner  and  Ronald  W.  Al- 
len, CEO  of  Delta  Ah-  Lines  Inc.  (box). 

Last  year's  compai-atively  miserly  overall  numbers  dis- 
guise a  gi'owing  view  of  the  ceo  as  superstai-.  Some  of  the 
folks  who  are  crafting  the  latest  sheaf  of  pay  deals  think  CEOS 
should  get  as  much  as  executives  who  lead  a  leveraged  buy 
out — 10%  to  15%  of  the  equity — or  even  as  much  as  top 
money  managers,  who  cream  off  20%  of  the  gains  they  return 
to  investors.  'The  litmus  test  is  the  investment  fimds  man 


EXECUTIVES  WHOSE  COMPANIES  DID  THE  BEST 
RELATIVE  TO  THEIR  PAY... 


1392-94 


Total  pay*  ShareholderRelative 
Thousands  of  dollars      return**  index 


1992-94 


Total  pay 

Thousands  of  dollars 


Average  return  Relative 
on  equity  index 


1  'vV.&.RRfcN  BUFFEn  Berkshire  Hathaway 

$300 

125% 

751 

1  LAURENCE  TISCH  CBS 

5^485 

56.7% 

239 

2  MiCH.i^EL  8IRCK  Tellabs 

1,831 

673 

422 

2  JAMES  PRESTON  Avon  Products 

3^921 

95.0 

174 

3  JOHN  MORGRIDGE  Cisco  Systems 

lj078 

324 

393 

3  JOHN  M0R5RIDGE  Cisco  Systems 

1.078 

34.0 

149 

4  ERiC  Bt  'H.a.MOU  3Com 

3,486 

817 

263 

4  R.  J.  TARR  JR.  Harcoiirt  General 

9^679 

12.7 

118 

5  ROBERT  SV.'.i;NSON  JR.  Linear  Technology  L878 

205 

163 

5  MICHAEL  BIRCK  Tellabs 

1,831 

16.5 

98 

...AND  THOSr  WHO  GAVE  SHAREHOLDERS  THE  LEAST 

...AND  THOSE  WHOSE  COMPANIES  DID  THE  WORST  , 

!  MICHAEL  EiS'     Walt  Disney 

221^127 

63 

0.7 

1  RONALD  ALLEN  Delta  Air  Lines 

2J36 

-26.1 

-86  !| 

2  SANFORD  WEILl  Travelers 

132^614 

72 

1.3 

2  JAMES  PATE  Pennzoil 

3J81 

-3.8 

-47 

3  ANTHONY  O'REiLLY  H.J.  Heinz 

41.096 

4 

2.5 

3  ERIC  BENHAMOU  3Com 

3,486 

-3.0 

4.  "            "  Btdr Stearns 

45^216 

22 

2.7 

4  ROBERT  WILLIAMS  James  River 

3.056 

-5.1 

i 

-19 

5K-.  ,,  r' Torchmark 

30,651 

-0.4 

3.2 

5  RICHARD  HOLDER  Reynolds  Metals 

2.096 

-6.7 

-17 

'Salary,  bonus,  and  long-term  compensation  paid  for  tfie  entire  three-year  period 
stock  price  at  the  end  of  1991                                          DATA;  standard 

**Stock  price  at  the  end  of  1994,  plus  dividends  for  three  years,  divided  by  ! 
&  POOR'S  compustat  ' 
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The  Most 


SOME  CEOs  ARE  BARGAINS.  AND  SOME . . . 

Famed  investor  Wairen  E.  Buffett 
has  long  held  strong  views  on 
the  way  U.  S.  companies  pay 
their  top  executives.  The  chief  execu- 
tive of  Berkshire  Hathaway  Inc.  has 
declared  that  too  many  pay  plans  are 
"long  on  carrots  but  short  on  sticks." 
He  has  railed  against  the  misuse  of 
stock  options  by  executives  and  chid- 
ed  business  leaders  for  lobbying 
against  an  accounting  rule  that 
would  have  made  companies  charge 
options  to  corporate  earnings. 

So  it  may  be  no  surprise  that  the 
"Oracle  of  Omaha" — who  pays  him- 
self a  pittance  of  a  salary — is  one  of 
this  year's  two  winners  in  business 
week's  pay-for-performance  analysis. 
Buffett  wins  for  giving  shareholders 
the  biggest  gain  on  their  investment. 
Laurence  A.  Tisch,  ceo  of  CBS  Inc., 
gave  shareholders  the  highest  return 
on  equity  (roe)  relative  to  his  pay. 
"PSYCHIC  PERKS."  Buffett  draws  an 
annual  salary  of  $100,000,  wdth  no  bo- 
nuses or  stock  options,  while  share- 
holders have  seen  the  value  of  their 
stake  in  the  company  rise  by  125%  in 
the  past  three  years.  Buffett  notes  in 
Berkshire's  latest  annual  repoil  that 
he  and  Vice-Chairman  Charles  T. 
Hunger  share  the  view  that  they  are 
beneficiaries  of  "the  abundant  airay 
of  material  and  psychic  perks  that 
flow  to  the  heads  of  coi-porations. 
Under  such  idyllic  conditions,  we 
don't  expect  shareholders  to  ante  up 
loads  of  compensation  for 
which  we  have  no  possible 
need."  Buffett  certainly 

doesn't  need  the  money.   

His  40.7%  stake  in  Berk- 
shire is  worth  some  $11 
billion. 

Tisch  doesn't  need  the 
money,  either.  Besides 
serving  as  ceo  of  CBS — 
which  paid  him  $5.5  mil- 
lion in  the  past  three 
years — he's  chief  of 
Loews  Corp.,  where  he 
earned  $5.6  million  in  the 
same  period.  His  stakes 
in  both  companies  are 
worth  more  than  $1.6  bil- 
lion. He  heads  the  profit- 
ability hst  because  his 
CBS  paychecks  are  rela- 
tively small,  given  the 
company's  high  roe  of 
56.7%.  That  heady  num- 
ber is  the  result  of  a 
stock  buyback,  which  has 


SHAREHOLDER'S  PAL 


Buffett  is  paid  $100,000; 
Berkshire  investors  saw 
their  stake  rise  125%  in 
the  past  three  years 


STAR  POWER 


CBS's  return  on  equity 
under  Tisch  averaged  a 
heady  56.7% 

ecUpsed  recent  operating  woes  at  the 
web.  Declining  ratings  have  caused 
profits  to  dip,  and  CBS  surprised  ana- 
lysts on  Apr.  10  by  reporting  that 
net  income  plunged  68%,  to  $21.9 
million,  in  the  first  quarter. 

And  the  CEO  who  gave  sharehold- 
ers the  least  return  for  his  pay?  For 
the  second  straight  year,  the  enve- 
lope goes  to  Walt  Disney  Co.'s  Mi- 

The  Least 


FLYING  LOW 


Delta's  Allen  was  at  the 
bottom  of  the  return-on 
equity  list,  at  -26.1% 


TWO-TIME  L0SER1 


For  the  second  year  in  a 
row,  Disney's  Eisner  gave 
shareholders  the  least 
return  for  his  pay 


chael  D.  Eisner.  From  1991  to  1993, 
he  got  $221.1  milhon,  nearly  all  from 
stock  options.  A  $100  investment  in 
Disney  rose  to  $163  in  the  same  peri- 
od. A  spokesman  says  it  is  unfair  to 
compare  the  value  of  Eisnei-'s  op- 
tions— granted  a  decade  ago  but 
mostly  exercised  in  fiscal  1993 — with 
performance  over  the  past  three 
years.  A  $100,000  stake  in  Disney  in 
1984,  when  Eisner  became 
CEO,  would  now  be  worth 
more  than  $1.5  million. 

  Delta  Air  Lines  ceo 

Ronald  W.  Allen  gave 
shareholdei-s  the  lowest 
profitabiUty  relative  to  his 
pay.  In  the  past  thi-ee 
years,  Allen  earned  only 
$2.1  miUion,  but  his  compa- 
ny's return  on  equity  was 
a  negative  26.1%.  Fare 
wars,  a  weak  economy,  and 
the  cost  of  buying  Pan  Am 
led  to  a  loss  in  1991, 
Delta's  first  since  1983.  Al- 
len has  cut  costs,  aban- 
doned money-losing  routes, 
and  forged  alliances  with 
European  lines.  But  he  has 
a  long  way  to  go  to  get  a 
shot  at  landing  on  the  pos- 
itive side  of  the  pay-for- 
performance  ledger. 

By  Lori  Bcmgiomo  in  New 
York,  mtii  bureau  reports 
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aged  by  the  saperstar  managei"S  like  George  Soros  and  Julian 
Robertson,"  argues  Arnold  S.  Ross,  of  Xew  York-based  pay 
consultants  Hii-schfeld,  Stem,  ]\Ioyer  &  Ross.  "If  the  most  so- 
phisticated investors  in  the  world  are  willing  to  give  20%  of 

theii-  gain  to  a  Soros, 
perhaps  the  superstar 
CEO  should  get  the 
same." 

ever,  manager?  in  an 
':  ;"  ines — and  often  those  of 
managers,  for  their  part, 
i-ategies  turn  sour.  And  the 


most  chief  executives, 
y  place  theii-  personal  f 


he-. 


Uniike 
LBO  ty_ 

family  membei? — at  risk.  More 
earn  next  to  nothing  when  the!;" 
success  or  failui'^  of  an  invc-:;nent  fimd  is  usually  dii'ectly 
traceable  to  its  top  money  -  ^anager.  A  hu-ed-hand  coi-porate 
chieftain,  bj'  contrast.  'yically  li\'ing  off  an  established  set 
of  patents,  trademark-.  ..roducts,  and  inventoiy — as  well  as 
the  efforts  of  thou?;  ~  of  employees.  Eisner,  for  example, 
was  the  beneficiary,'  '  a  highly  valuable  film  libi-aiy  and  a  leg- 
acy of  chai-acters  i^.t  to  him  by  founder  Walt  Disney. 

And  even  Eisner  isn't  paid  by  Soros-style  standards.  If  he 
were,  he  v.  ci'old  h;-ve  made  about  S4  billion  instead  of  the  es- 


timated .S500  million  he  has  collected  since  taking  the  helm  of 
the  entertainment  company.  "You  can't  pay  too  much  for 
performance,"  insists  Ross.  "You  can  only  pay  too  much  for 
mediocrity."  Critics  counter  that  it's  unnecessarj-  to  dangle 
such  la%-ish  gains  as  the  incentive  to  perform.  "Y'ou  could 
have  pay  for  performance  if  you  paid  the  CEO  -SI  miUion  or 
SIO  rniUion,"  says  shareholder  acti\ist  Robert  Monks,  who 
i"uns  the  investment  fund  Lens  Inc.  "God  didn't  set  these 
huge  multiphers  for  CEOs." 
SETTING  A  MINIMUM.  Equally  galling  to  some  critics,  many  of  - 
the  refoiTTiS  of  recent  years  have  demor-Strated  the  law  of  un- 
intended consequences:  They  have  served  to  increase  rather  ^- 
than  decrease  executive  pay.  Consultants  note  that  new  gov 
emment  lules  make  it  hai'der  for  boards  to  increase  bonuses 
above  the  tai'geted  payouts  for  executives  who  exceed  their  ' 
perfortnance  goals.  As  a  result,  boards  are  setting  easier 
goals  and  funding  more  generous  incentives.  The  SI  million  cap 
on  the  deductibOitA-  of  pay  is  ha\ing  a  similai'ly  pen"erse  effect, 
according  to  some  consultants:  It  has  become  something  of  a 
government-approved  .SI  million  minimum  salary*. 

Tne  biggest  backfii-e.  however,  came  from  the  Financial  Ac- 


ARE  YOU  GUYS  CRAZY  OR  SOMETHING? 


How  low  can  executive  pay 
go?  How  about  pajing 
youi'  company  to  work  for 
it?  liiat's  what  S."^  Robert  Le- 
\ine  did  last  yeai".  Le%ine,  who 
draws  a  puny  .S52,000  annual 
salar}'  as  chief  executive  of 
Cabletron  Systems  Inc.,  wrote 
his  company  a  personal  check 
for  more  than  870,000  to  cover 
his  business  expenses  that 
were  not  reimbui^ble  by 
Cabletron. 

Lexine  hasn't  had  a  raise  in 
nearly  eight  years,  along  with 
Chairman  Craig  R.  Benson. 
39,  who  also  earns  just  $52,000 
annually.  He  gets  no  cash  bo- 
nuses, stock  options,  or  other 
incentive  compensation.  And 
last  year,  more  than  420  of  the 
4,900  employees  at  Cabletron, 
which  makes  computer  net- 
working equipment,  actually  brou^:.: 
home  bigger  paychecks  than  the  pair. 
"REVOLTlNa"  Wliat  gives?  The  two 
say  theii'  minuscule  pay  is  a  state- 
ment of  their  disgust  with  out-of-con- 
trol  executive  pay.  "I  find  it  extreme- 
ly distasteful  the  way  many  CEOs 
pay  themselves,"  says  Levine,  36, 
who  founded  Cabletron  in  1983.  "The 
rrombei-s  are  pretty  revolting,  and 
we  don't  want  to  be  part  of  it." 

Levine's  and  Benson's  tiny  pay- 
c;iecks  are  also  a  reflection  of  their 
company's  frugal  corporate  cultui'e. 
Both  executives  sit  at  used  metal 
desks  ill  .-pajtan  offices  at  the  com- 
pan\-'s  headquarters  in  Rochester, 
N.  H.  There  are  no  chairs  in  the  con- 


rerence  rooms  to  encoui'age  man- 
agers to  keep  meetings  brief.  And 
there  ai-e  strict  limits  on  expenses: 
no  first-class  airplane  travel,  no  hotel 
bUls  of  more  than  S70  a  night,  and  a 
maximum  meal  allowance  of  S35  a 
day.  Those  limits  are  the  reason  Le- 
\ine  had  to  reimburse  his  company 
for  expenses  last  year.  "They  maix-h 
to  a  different  drummer,"  says  Paul 
R.  Duncan,  chief  financial  officer  of 
Reebok  International  Ltd.  and  a 
Cabletron  dii'ector.  "These  guys  are 
driven  by  a  need  to  be  efficient,  fast, 
and  lean,  and  they  are  setting  an  ex- 
ample for  the  rest  of  the  company's 
employees." 

You  can't  fault  their  success  so  far. 


The  company,  with  a  mai'ket 
value  of  S3. 5  billion,  reported  a 
S69c  jump  in  net  income,  to  S162 
miUion,  for  the  fiscal  year  ended 
Feb.  28.  Sales  also  rose  36%,  to 
■S810.7  million.  Cabletron  went 
pubHc  in  1989  at  $5.80  and  now 
trades  for  $46.50. 

The  pair  can  afford  to  have 
their  unconventional  ideas  about 
pay.  Together,  they  owti  Cable- 
tron stock  worth  some  S927  mil- 
lion, and  they  have  sold  more 
than  .S500  million  in  company 
shares  in  the  past  five  years. 


THE  LITTLEST  PAYCHECKS 


Cabletron  President  Le\1ne 
and  Chairman  Benson  got 
salaries  of  S52.000,  less  than 
420  of  their  employees 


"Most  of  our  compensation  comes 
when  we  build  the  stock  price  up," 
says  Benson. 

Le\ine  and  Benson  could  easily 
pay  themselves  a  salarj*  and  bonus 
20  or  more  times  w-hat  they  cuiTent- 
ly  make.  Whax  does  the  outside 
world  think  of  theii-  stand?  "They're 
naive,"  sniffs  Arnold  S.  Ross,  a  Xew 
York-based  executive-pay  consultant. 
"If  they  want  to  be  tightfisted  about 
it.  they  should  at  least  pay  them- 
selves what  it  would  cost  to  hire 
someone  to  do  their  jobs."  After  all, 
what  headhunter  could  ever  find  a 
top  executive  willing  to  work  for  just 
$52,000  a  year? 

By  John  A  Byrne  in  New  York 
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Last  year's  comparatively  miserly  pay  disguises  a 
growing  view  of  the  CEO  as  a  superstar 


ounting  Standards  Board's  effort  to  require  companies  to 
harge  stock  options  against  earaings.  Many  boards  handed 
ut  hefty  stock-option  awards,  hoping  to  squeeze  them  in 
efore  the  new  mles  went  into  effect,  fasb  decided  against  its 
roposal,  however,  after  severe  pressui-e  from  business  inter- 
sts.  "The  threat  of  fasb  intervention  led  a  large  number  of 
Dmpanies  to  make  unusuaUy  large  gi-ants  of  stock  options  to 
leir  top  executives,"  says  executive  pay  consultant  Pearl 
leyer.  "The  enormous  numbers  of  these  grants  will  raise  the 
verall  tide  of  executive  pay  in  years  to  come." 

Back  in  the  1970s,  most  companies  would  reserve  about 
%  of  their  outstanding  stock  as  options  for  senior  man- 
gement.  Today,  the  200  largest  coqDorations  set  aside  near- 
T  10%  of  their  stock  for  top  executives,  according  to  a  sur- 
ey  by  Meyer.  In  almost  all  cases,  moreover,  it's  the 


superstar  ceo  who  takes  the  lion's  share  of  these  stock  re- 
wards. At  toymaker  Mattel  Inc..  CEO  John  W.  Amerman 
alone  got  30%  of  the  stock  options  granted  to  the  company's 
employees  last  year.  AlliedSignal's  Sossidy  got  26.6%  of  the 
options  handed  out  by  the  board;  the  next-highest  awards 
were  just  1.8%  each,  given  to  a  pair  of  executive  vice-presi- 
dents. Alfred  Lemer,  ceo  of  mbna  Corp.,  v,  ^  given  26.9%  of 
last  year's  stock  options. 

Not  all  that  long  ago,  boards  granted  stock-; .  tion  packag- 
es on  little  more  than  100,000  shares.  Today,  li  vectors  are 
commonly  handing  out  options  that  are  three  to  ive  times 
that  number — and  some  gi'ants  top  1  million.  Last  year,  the 
CEOs  of  at  least  45  of  the  371  companies  tracked  by  business 
WEEK  were  given  option  packages  on  250,000  shares  or  more. 

Many  of  these  option  grants  are  being  parceled  out  to 


SANDY  WEILL:  THE  KING  OF  STOCK  OPTIONS 


Travelers  Chairman  and  ceo 
Sanford  I.  Weill's  $12.2  mil- 
hon  paycheck  last  year  was 
nothing  to  write  home  about. 
After  all,  it's  less  than  he  has 
made  in  each  of  the  last  three 
years — and  just  barely  enough 
to  place  him  among  the  10 
highest-paid  chief  executives 
last  year. 

Still,  as  pay  packages  go, 
WeUl's  is  one  of  the  most  lucra- 
tive deals  in  business.  It's  a 
contract  that  stands  in  stark 
contrast  to  the  $52,000  check 
drawn  by  Cabletron  System 
Inc.'s  S.  Robert  Levine.  Travel- 
ers pays  dearly  for  its  ceo — so 
much  so  that  only  one  other 
chief— Walt  Disney  Co.'s  Mi- 
chael D.  Eisner — has  earned 
more  in  the  past  three  years 
than  WeDl,  who  has  gotten 
$132.6  milhon  since  1992. 

To  be  sure,  Weill  has  cobbled  to- 
gether a  hodgepodge  of  assets — from 
American  Can  to  Smith  Barney 
Inc. — to  build  a  highly  successful  di- 
versified financial  supermarket.  Trav- 
elers Inc.  reported  a  39%  rise  in  net 
income,  to  $1.3  bilUon  in  1994.  Few 
shareholders  begi-udge  him  his  take. 
"Sandy  Weill  is  an  entrepreneur  and 
a  risk-taker,"  says  Pearl  Meyer,  a 
pay  consultant.  "He  is  unique." 

So  are  his  rewards.  The  vast  ma- 
jority of  his  riches  have  come  from 
an  unusual  "reload"  feature  in  Trav- 
elers' stock-option  plan.  Eveiy  time 
Weill  exercises  an  option,  he  receives 
another  to  replace  it,  at  the  latest 


market  price.  In  1994,  Weill  was  giv- 
en a  reload  on  some  525,500  options. 
In  the  two  previous  years,  he  gained 
options  on  6.9  milhon  shares.  More 
typical  ceo  option  grants  are  in  the 
100,000-to-250,000  range. 
OVERPAID.  The  upshot:  Unlike  most 
gi-ants  that  are  not  automatically  re- 
newed, the  reload  feature  makes  op- 
tion grants  for  Weill  a  near-annual 
event — as  long  as  Travelers'  stock 
rises  by  20%  and  he  holds  on  to  the 
shares.  Pay  critic  Graef  "Bud"  Ciys- 
tal  calls  Weill's  reloads  the  "Draciila 
option."  "This  option  just  keeps  com- 
ing back  to  life,"  he  says.  "There's  no 
combination  of  garlic,  silver  bullets, 
or  stakes  that  will  kill  it." 


And  it  has  paid  off  big  time. 
Including  cash,  restricted  stock 
payouts,  stock-option  exercises, 
and  "paper  profits"  on  unexer- 
cised options,  WeOl  made  some 
$184.5  milhon  from  1991  to  1993, 
according  to  Crystal's  calcula- 
tions. Average  CEO  pay  at  the 
350  largest  corporations  during 
that  same  period  totaled  $14.8 
miUion.  Crystal  figures  that 
WeiD  was  overpaid  by  $135.6 
miUion.  "He  is  dead  wrong," 
says  Travelers  President  James 
Dimon.  He  notes  that  the  com- 


A  RISK-TAKER'S  REWARDS 


With  the  help  ol  an  unusual 
compensation  plan,  Weill 
has  made  $132.6  million  in 
the  past  three  years. 


panys  market  value  has  risen  to  $12.3 
bilUon  from  $1  biUion  in  1986  when 
Weill  took  predecessor  Commercial 
Credit  Corp.  public.  "Many  of  these 
options  were  exercised  after  seven 
years  of  hard  work,"  adds  Dimon. 
"The  reload  creates  ownership  out  of 
options  that  other  executives  would 
exercise  and  sell." 

Indeed,  Weill  owns  5.3  milhon 
shares  of  Travelers,  worth  more  than 
$210  milhon.  "If  that  company  goes 
down  the  tubes,  Sandy  Weill  is  going 
to  be  one  of  the  biggest  victims," 
says  Crystal.  "That's  not  an  excuse 
for  the  size  of  his  package,  but  it's 
not  a  let-them-eat-cake  thing,  either." 
By  John  A.  Byrne  in  New  York 
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chief  executives  who  ah-eady  hold  vast 
troves  of  options  that  have  yet  to  be 
exercised.  About  55  chief  executives  in 
BUSINESS  week's  sui^vey  have  unexer- 
cised stock  options  ah-eady  worth  $10 
million  or  jre  each  (table).  Disney's 
Eisner  ai  tops  this  Ust,  with  $171.9 
nriillio'  ,ii  options  waiting  to  be  cashed 
in.  E  VVayne  Calloway,  CEO  of  Pepsi 


Fortunes  in  the  Future 

These  chief  executives  still  have  huge  rewards  to  reap  from  stock  options 
that  have  yet  to  be  exercised.  The  top  20  treasure  chests: 


FXSCUTIVE/ 


VALUE  OF  NONEXERCISED 
STOCK  OPTIONS* 


EXECUTIVE/ 

COMPANY 


VALUE  OF  NONEXERCISED 
STOCK  OPTIONS* 


MiOHAEL  EISNER 

WALT  DISNEY 


$171,880,000 


ANDREW  GROVE 

INTEL 


$36,145,000 


Special  Repo 


WAYNE  CALLOWAY 

PEPSICO 


64,618,786 


JOHN  TOLLESON 

FIRST  USA 


35,827,449 


LAWRENCE  ELLISON 

ORACLE 


60  518  900    REUBEN  MARK 

UU,UiO,f7UU  COLGATE-PALMOLIVE 


33,093,694 


million 


Co  Inc.,  is  sitting  on  a 
hoard. 

As  the  piles  of  cas  .  L  higher  and 
higher,  few  conn  ats  are  being 
heai-d.  Graef  "Bud"    iystal,  the  prom- 


ECKHARO  PFEIFFER 

COMPAQ  COMPUTER 


54,364,449 


DANIEL  TULLY 

MERRILL  LYNCH 


PAUL  FIREMAN 

REEBOK  INTERNATIONAL 


EDWARD  Mccracken 


54,055,000  SILICON  graphics 


GORDON  BINDER 


inent  critic  of  ex( .  > aive  pay,  says  that     ^mgen  we_lls_  fargo 


49,634,253 


CARL  REICHARDT 


WILLIAM  McGUiRE 

UNITED  HEALTHCARE 


ROBERT  GOIZUETA 

COCA-COLA 


JAMES  DONALD 

DSC  COMMUNICATIONS 


CHARLES  WANG 

COMPUTER  ASSOC.  INTL. 


he  is  still  surp".sed  at  the  public's 
muted  rea<  uon  lo  CEO  pay  packages. 
"In  England,  they  are  having  Parlia- 
mentaiy  hearings  over  pay  when  the 
CEOS  there  earn  about  a  tliird  of  what 
American  chiefs  make,"  says  Ciystal. 
Why  is  there  so  little  fuss  in  the 
U.  S.?  "People  here  may  be  used  to 
the  big  numbers,"  he  says.  "And  be- 
cause people  still  believe  theu*  chil- 
dren can  someday  make  it  to  the  top,  there's  a  tendency 
not  to  complain." 

A  SCORECARD.  The  other  reason,  of  coui'se,  is  that  by  the 
time  these  huge  sums  become  more  public,  the  shareholders 
of  these  companies  will  also  have  gained.  "Then-  gi'eed  isn't 
hurting  anybody,"  says  James  McKinney,  a  New  York-based 
pay  consultant.  "It's  benefiting  people.  It's  making  the  shai'e- 
holders  richer,  too." 

Many  pay  obsei-vere  even  ai-gue  that  it's  not  gi-eed  that  has 
driven  CEO  compensation  sky  high.  How  much  the  boss  makes 


HARRY MERLO 


49,301,612  LOUISIANA-PACIFIC 


46,440,625 
41,210,000 


ALBERT  DUNLAP 

SCOTT  PAPER 


JOHN  WELCH 

GENERAL  ELECTRIC 


37,420,811 


30,991,969 
29,905,068 
28,257,380 
27,795, 
23,343,750 
22,634,375(fci 
21,603,418 


*Based  on  stock  price  at  end  of  company's  fiscal  year     **Vagelos  was  CEO  until  June,  1994 


DATA;  COMPANY  REPORTS 


has  become  something  of  a  scorecard,  an  American  way 
keep  track  of  business  success.  It  is,  under  this  logic,  reco; 
nition  of  an  achievement  among  an  ehte  gi'oup  of  executiv 
peers.  "Eisner's  $203  million  in  1993  is  the  equivalent 
Roger  Maris'  home-run  record,"  says  David  Swinford,  a  pa 
consultant  at  William  M.  Mercer  Inc.  "It's  a  gi'eat  accomplish 
ment."  The  numbers  on  that  scorecai'd  may  have  taken  a 
tie  respite  last  year,  but  there  will  be  many  more  such  acconfiif 
plishments  in  the  years  to  come. 

By  John  A.  Byrne,  with  Lori  Bongiomo,  in  New  Yor 
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Compensation  Scoreboard  Glossary 


If  the  system  worked  perfectly,  execu- 
tive pay  would  rise  when  the  boss  de- 
livered the  goods  1^'  shareholders.  And 
it  would  fall  when  corporate  performance 
declined.  But  it  doesn't  always  happen 
that  way. 

In  this  Scoreboard,  business  week, 
along  with  Standard  &  Poor's  Compustat, 
attempts  to  measure  how  closely  pay 
matches  performance.  The  study  uses 
two  approaches:  It  compares  an  execu- 
tive's total  compensation  with  the  compa- 


ny's total  return  to  shareholders  in  stock 
appreciation  and  dividends  over  three 
years.  A  second  comparison  measures 
pay  against  corporate  profitability  for  the 
same  period.  Three  years  of  data  are  ex- 
amined to  minimize  the  impact  of  single- 
year  windfalls. 

The  Scoreboard  companies  boast  mar- 
ket values  that  are  among  the  500  largest 
in  the  latest  business  week  1000  for 
which  1994  compensation  data  are  avail- 
able. Each  company  is  assigned  to  one  of 


m 


MA 


nine  industry  groups.  Then,  each  execu- 
tive's pay,  the  company's  total  return  to, 
shareholders,  and  the  company's  profitjuillll 
record  are  measured  against  the  others  in 
the  group. 

Pay-for-performance  ratings  are  given 
only  when  three  years  of  compensation 
data  are  available.  On  a  scale  of  5,  1  in 
dicates  the  best  performance;  5  is  the 
worst.  The  top  15%  of  the  sample  re- 
ceives a  1,  25%  a  2,  30%  a  3,  20%  a  4, 
and  10%  a  5. 
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1992-94  PAY-PERFORMANCE  ANALYSIS 


PAY  VS.  SHAREHOLDER'S  RETURN 
TOTAL  casviPENSATION  is  the  sum  of  an  executive's  salary, 
bonus,  and  long-term  compensation  for  the  three  years. 

VALUE  OF  $J00  INVESTED  is  the  yearend  1994  value  of  a 
$100  investment  in  the  company  made  three  years  earlier, 
including  both  share-price  appreciation  and  dividends. 

RATING  shows  flow  an  executive  stacks  up  against  industry 
peers,  measured  m  terms  of  pay  relative  to  total  return  to 
shareholders.  The  rating  is  based  on  an  index  in  which  the 
value  of  the  investi  ient  at  the  end  of  the  three-year  period  is 
divided  by  an  executive's  total  pay  and  then  compared  with 
other  executives  in  the  same  industry  group. 


PAY  VS.  CORPORATE  PROFIT 

ROE  IS  the  company's  average  return  on  common  equity  over 
the  three-year  period. 

CHANGE  IN  ROE  IS  the  improvement  or  decline  in  the  com- 
pany's profitability  over  the  1992-94  period,  expressed  in 
terms  of  a  percentage. 

RATING  shows  how  an  executive  compares  with  industry 
peers  in  pay  for  company  profitability.  The  rating  is  based  on 
an  index  that  provides  equal  weight  to  the  company's  overall 
ROE,  as  well  as  its  improvement  or  decline  during  the  past 
three  years.  Both  these  measurements  are  divided  by  an  exec- 
utive's total  pay  and  then  compared  with  others  in  the  same 
industry  grouping. 
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Footnotes:  hndicates  executive  retired  in  1994-95  tMay  exclude  option  gams  in  earlier  years  e=estimated  NA=not  available  NM=nQt  meaningful 
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EXECUTIVE  COMPENSATION 
SCOREBOARD 


iOMPANY 

EXECUTIVE 

1994  COMPENSATION 

1992-94  PAY-PERFORMANCL 

DIALYSIS 

1994 

TOTAL  ANNUAL  COMP. 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VI. 

ORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
«,  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of $100 
INVESTED 

RATING 

ROE 

% 

NGE 

'OE 

RSTING 

.   AEROSPACE   (INDUSTRIAL:  HIGH  TECH) 

lOEING 

21924.0 
8.8 

F.  Shrontz,  chmn.  &  CEO 
P.  M.  Condit,  pres. 

1445 
792 

2 
2 

1025 
571 

6274 
3454 

105 

m 
m 

14.0 

-54.4 

a 
a 

lENERAL  DYNAMICS 

3058.0 
16.9 

J.  R.  Mellor,  chmn.  &  CEO 
N.  D.  Chabraja,  exec,  v-p 

2691 
1242 

-3 
76 

8533 
279 

32786 
NA 

266 

a 

NA 

17.7 

-10.3 

a 

NA 

/IcDONNELL 
lOUGUS 

13176.0 
15.7 

J.  F.  McDonnell,  chmn.  &  CEO* 
H.  C.  Stoneclpher,  pres.  &  CEO 

•Served  as  CEO  until  9/23/94, 

1610 
979 

53 
NA 

0 

4657 

3351 
NA 

199 

m 

NA 

16.4 

71.1 

m 

NA 

INITED 

ECHNOLOGIES 

21161.0 
15.0 

G.  David,  pres.  &  CEO 

R.  F.  Danlell,  chmn.  &  CEO* 

•Served  as  CEO  until  4/1/94 

1736 
1613 

17 
-15 

1448 
6835 

7588 
13291 

126 

1 
H] 

9.0 

NA 

m 

m  : 

i  AIRLINES 

(TRANSPORTATION) 

.MR 

16137.0 
4.6 

R.  L.  Crandall,  chmn.,  pres.  &  CEO 
D.  J.  Carty,  exec,  v-p 

*1994  bonus  has  not  been  determined. 

636* 
540* 

1 
10 

300 
363 

2792 
2863 

76 

m 
a 

-4.8 

NA 

m 
a 

lELTA  AIR  LINES 

12198.3 
-23.2 

R.  W.  Allen,  chmn.,  pres.  &  CEO 
H.  C.  Alger,  exec,  v-p-operationst 

484 
266 

-2 
18 

0 
0 

2136 
794 

79 

m 
m 

-26.1 

NA 

m 
m 

1  APPLIANCES  (CONSUMER  PRODUCTS) 

VHIRLPOOL 

8104.0 
9.2 

D.  R.  Whitwam,  chmn.  &  CEO 
W.  D.  Marohn,  pres.  &  COO 

2350 
830 

12 
-12 

1072 
491 

18233 
6825 

138 

a 
m 

12.0 

-18.3 

m 
m 

t  AUTOMOTIVE   (CONSUMER  PRODUCTS) 

JHRYSLER 

50736.0 
34.0 

R.J.  Eaton,  chmn.  &  CEO 
R.  A.  Lutz,  pres.  &  COO 

3324 
2448 

13 
5 

2830 
869 

17343 
16826 

437 

m 
m 

24.6 

NA 

m 
m 

)ANA 

6762.5 
24.3 

S.  J.  Morcott,  chmn.,  pres.,  CEO  &  COO  201 7 
C.  H.  HIrsch,  exec,  v-p  985 

61 
51 

134 
0 

5237 
2836 

187 

m 
m 

15.5 

NM 

m 
ffl 

lATON 

6052.0 
19.8 

W.  E.  Butler,  chmn.  &  CEO 
J.  S.  Rodewig,  pres. 

2003 
1116 

58 
44 

556 
359 

5391 
3115 

164 

El 

m 

16.9 

268.6 

a 
m 

■CHUN 

2330.8 
15.4 

F.  J.  Mancheski,  chmn.  &  CEO 
C.  S.  Greer,  pres. 

1090 
464 

11 
14 

1065 
345 

5165 
1887 

224 

m 
m 

12.6 

140.5 

m 
m 

■ORD  MOTOR 

128439.0 
23.2 

A.  Trotman,  chmn.,  pres.  &CEO         7733*      321         267  14330 

A.  D,  Gllmour,  vice-chmn.t               4013*      178        974  12159 

•Includes  60%  and  50%  of  bonus  (respectively)  to  be  paid  upon  termination  of  employment. 

216 

m 
m 

10.9 

NA 

m 
m 

GENERAL  MOTORS 

152171.9 
41.6 

J.  F.  Smith,  Jr.,  pres.  &  CEO 
W.  E.  Hoglund,  exec,  v-p 

3425 
1800 

149 
132 

2689 
1417 

8283 
4637 

.156 

NA 
NA 

10.2 

NA 

NA 
NA 

5  BANKS  &  BANK  HOLDING  COMPANIES  (FINANCIAL  SERVICES) 

BANC  ONE 

7147.0 
13.5 

J.  B.  McCoy,  chmn.  &  CEO 
D.  L.  McWhorter,  pres.  &  COO 

1654 
1115 

-20 
-7 

0 
0 

7018 
4308 

82 

a 
a 

15.0 

-7.0 

m 
m 

BANK  OF 
BOSTON 

4315.0 
15.4 

1.  Stepanian,  chmn.  &  CEO 
C.  K.  Gifford,  pres.  &  COO 

2318 
1605 

24 
46 

126 
182 

7963 
4639 

237 

m 
m 

11.7 

NA 

m 
m 

BANK  OF 
NEW  YORK 

4083.0 
17.6 

J.  C.  Bacot,  chmn.  &  CEO 
S.  F.  Chevalier,  vice-chmn. 

3462 
1656 

22 
29 

1160 
508 

9226 
5212 

205 

m 

14.2 

390.8 

m 
m 

BANKAMERICA 

15324.0 
12.2 

R.  M.  Rosenberg,  chmn.,  pres.  &  CEO  3142 
L.  W.  Coleman,  vice-chmn.  &  CFO  1750 
•Includes  $348,351  paid  under  employment  agreement. 

43 
29 

348* 
0 

8479 
7270 

122 

m 
a 

11.6 

-22.8 

a 
a 

BANKERS  TRUST 
NEW  YORK 

6526.0 
13.6 

C.  S.  Sanford,  Jr.,chmn.  &CEO  1349 
J.  A.  Manganello,  Jr.,  chief  credit  officerl:  1043 

-85 
-60 

2113 
181 

21747 
5261 

102 

m 
a 

20.1 

-37.3 

a 
a 

BARNEH  BANKS 

3082.2 
16.1 

C.  E.  Rice,  chmn.  &  CEO 

A.  L.  Lastinger,  Jr.,  pres.  &  COO 

1738 
927 

-21 
-6 

1245 
585 

8286 
4338 

127 

m 
m 

13.1 

149.4 

m 
m 

BOATMEN'S 
BANCSHARES 

2087.2 
16.1 

A.  B.  Craig  III,  chmn.  &  CEO 
S.  B.  Hayes  III,  pres.;  chmn. -sub 

933 
687 

-3 
2 

272 
224 

3856 
2846 

132 

m 
m 

14.3 

44.5 

m 
m 

CHASE  MANHAHAN 

8701.0 
15.5 

T.  G.  Labrecque,  chmn.  &  CEO 
E.  M.  Kruse,  sr.  exec,  v-p 

3424 
1079 

52 
43 

1289 
516 

10614 
3520 

222 

m 
m 

10.2 

57.9 

m 
m 
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TOTAL  ANNUAL  COMP, 

lONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS,  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP 
$000 

TOTAL 
COMP 
•  $000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

CHANGE 
IN  ROE 

% 

RATING 

CHEIV'  -i. 
BAK'  •iG 

12685.0 
12.4 

W.  V.  Shipley,  chmri,  &  CEO 
E.  D.  Miller,  pras. 

2496 
1871 

11 
13 

1271 

595 

8017 
5615 

189 

m 
m 

13.0 

NM 

m 
m 

CITiCORP 

28968.0 
22.6 

J.  S.  Reef'  :-.hmn.  &CEO 
W.  R. ''^  vies,  vice-chmn. 

4275 
1650 

3 
5 

825 
524 

13737 
5283 

403 

m 
m 

14.9 

NA 

m 
m 

CORESTATES 
FINANCIAL 

2497.0 
1 1.3 

T.  A.    .sen,  chmn.  &  CEO 
P      >ireco,  pres. 

1201 
640 

6 
30 

294 
0 

4633 
1615 

123 

m 
m 

14.5 

-23.7 

m 

FIFTH  THIRD 
BANCORP 

1177.8 
17.- 

■A.  Schaefer,  Jr.,  pres.  &  CEO 
J.  J.  Schrantz,  exec,  v-p 

979 
512 

23 
24 

176 
70 

3548 
1496 

113 

m 
m 

16.7 

11,3 

m 
ffl 

FIRST  BANK  SYSTEM 

20.' 

J.  F.  Grundhofer,  chmn.,  pres.  &  CEO 
R,  A.  Zona,  vice-chmn.  &  CFO 

1784 
875 

36 
63 

3885 
2489 

11747 
5425 

151 

a 

12.7 

30.1 

a  ■ 
m 

FIRST  CHICAGO 

>ri.2 

16.3 

R.  L,  Thomas,  chmn.  &  CEO 
L.  F.  Mullin,  pres.  &  COO 

1769 
921 

-13 
-8 

3067 
2576 

8516 
5440 

212 

l2l 
L£J 

H 

10.6 

399  7 

l2l 

m 

FIRST  FIDELITY 
BANCORPORATION 

.^492.8 
16.3 

A.  P.  Terracciano,  chmn,,  pres.  &  CEO 
W.  Schoellkopf,  vice-chmn.  &  CFO 

1150 
655 

_5 
-4 

0 
0 

5178 
2508 

152 

151 

15  2 

36  4 

l2l 

m 

FIRST  INTEF  W 
BANCORP 

3947.2 
22.7 

E.  M.  Carson,  chmn,  &  CEO 
W,  E.  B.  Siart,  pres.  &  CEO* 

•Became  CEO  1/1/95, 

2283 
1550 

24 
5 

1130 
132 

7169 
4705 

244 

m 

15  8 

NA 

m 

m 

FIRST  UNION 

6220.0 
15.4 

E.  E.  Crutchfleld,  chmn.  &  CEO 
J.  R.  Georgius,  pres. 

1763 
1225 

7 
2 

1168 
772 

8770 
6017 

153 

SI 

14.5 

60.4 

m 
m 

HUNTINGTON 
BANCSHARES 

1416.0 
17.2 

F,  G,  Wobst,  chmn.  &  CEO 
Z.  Sofia,  pres.,  treas.  &  COO 

1447 
797 

-1 
-3 

400 
522 

7375 
3963 

168 

m 

16.6 

25.2 

m 
m 

MARSHALL  &  ILSLEY 

877.0 
8.7 

J,  B.  Wigdale,  chmn.  &  CEO 
D.  J.  Kuester,  pres. 

775 
653 

0 
0 

344 
340 

ooo^ 
3059 

151 

LtJ 

m 

1  ^  IS 

(31 

m 

MBNA 

1673.0 
30.6 

A.  Lerner,  chmn.  &  CEO 
C,  M.  Cawley,  pres. 

2042 
2085 

12 
9 

1025 
2649 

13631 

9  1  ^ 

f2l 

a 

97  Q 

91 

f2l 

a 

MELLON  BANK 

2310.0 
9.7 

F.V.  Cahouet,  chmn.,  pres.  &  CEO       1156*      -17  136 
W.  K.  Smith,  vice-chmn.                    513*      -22  1382 
"Excludei  $136,063  &  $44,706  (respectively)  bonus  received  in  restricted  stock. 

16122 
5802 

147 

(4l 

ffl 

13  0 

-30  7 

l4l 
V*i 

a 

J.  P.  MORGAN 

8379.0 
13.2 

D,  Weatherstone,  chmn,  &  CEOt 
D.  A.  Warner  III,  pres. 

2310 
1950 

-25 
-26 

1959 
1817 

18133 
14470 

93 

0 

u 

17.4 

-32.7 

a 
a 

NATIONAL  CITY 

2321.4 
17.2 

E,  B.  Brandon,  chmn.  &  CEO 
D.  A,  Daberko,  pres.  &  COO 

1151 
705 

10 
7 

1171 
476 

5414 
2835 

156 

m 
m 

15.6 

35.0 

m 
m 

NATIONSBANK 

12910.0 
15.8 

H.  L.  McColl,  Jr.,  chmn.  &  CEO 
K.  D.  Lewis,  pres. 

3000 
1943 

15 
44 

10725 
0 

25013 
6108 

123 

a 

14.4 

479.3 

a 

NBD  BANCORP 

3399.4 
16.8 

V.  G.  Istock,  chmn.  &  CEO 
T,  H.  Jeffs  II,  pres.  &  COO 

1211 
1046 

44 
25 

1125 
1248 

4985 

i  uo 

NA 
NA 

1  q  Q 

119  9 

NA 
NA 

NORTHERN 
TRUST 

1302.1 
15.7 

D.  W.  Fox,  chmn.  &  CEO 
W.  A.  Osborn,  pres.  &  COO 

1016 
635 

-2 
21 

1189 
1064 

/  uou 
3966 

1  1  9 

f3l 

m 

Q  1 

[51 

m 

NORWEST 

5987.2 
23.2 

R.  M.  Kovacevich,  pres.  &  CEO  2919* 
L.  S.  Siller,  exec,  v-p  1369 

'Excludes  $507,275  incentive  paid  in  restricted  stock. 

26 
3 

2190 
688 

16283 
7611 

i  O  -7 

171 

s 

1  Q  1 

l3l 
1^ 

SI 

PNC  BANK 

4722.6 
13.8 

T.  H.  O'Brien,  chmn.  &  CEO 
J.  E,  Rohr,  pres. 

1102 
632 

-45 
-27 

0 
0 

8619 
3802 

105 

SI 
SI 

15.0 

18.8 

m 
m 

STATE  STREET 

DncTnu 
dUo lUN 

1669.3 
16.8 

M.  N.  Carter,  chmn.,  pres.  &  CEO 
N,  A.  Lopardo,  exec,  v-p 

1220 
1087 

12 
33 

986 
0 

4950 
2726 

94 

m 

16.7 

-1.2 

m 
m 

SUNTRUST  BANKS 

3199.4 
15.1 

J.  B.  Williams,  chmn.  &  CEO 
L.  P.  Humann,  pres. 

977 
588 

29 
29 

1008 
794 

8463 
4432 

129 

a 
m 

14.5 

4,0 

m 
m 

U.S.  BANCORP 

1822.3 
8.6 

G,  B.  Cameron,  chmn,,  pres.  &  CEO 
R,  D,  Sznewajs,  exec,  v-p 

759 
409 

60 
NA 

73 
0 

2495 
NA 

113 

B 

NA 

12.3 

-38.5 

m 

NA 

WACHOVIA 

2923.4 
16.4 

L,  M,  Baker,  Jr,,  pres.  &  CEO 
A.  L.  Furr,  exec,  v-pt 

922 
603 

30 
33 

928 
92 

4312 
1793 

122 

m 
m 

16,1 

77.5 

m 
ffl 

WELLS  FARGO 

4828.0 
20.4 

C.  E.  Reichardt,  chmn.  &  CEOt 
P.  Hazen,  pres. 

2671 
1988 

26 
20 

13941 
3799 

19691 
8020 

263 

n 
d 

14.4 

NM 

m 
m 

6  BEVERAGES   (CONSUMER  PRODUCTS) 

ANHEUSER-BUICH 

12053.8 
23.4 

A.  A.  Busch  ill,  chmn.,  pres.  &  CEO 
J,  E.  Ritter,  exec,  v-p,  CFO  &  CAO 

2172 
1091 

18 
14 

0 
0 

10702 
4189 

89 

a 
i] 

19.6 

10.4 

m 
m 

COCA-COLA 

16172.0 
48.8 

R.  C.  Goizueta,  chmn,  &  CEO 
M,  D.  Ivester,  pres.  &  COO 

4371 
1168 

20 
48 

7682 
2620 

41821 
6240 

133 

m 

[3] 

48.3 

33.5 

a 
m 

COGA  COLA 
ENTtftPRiSES 

6011.0 
5.1 

S.  K.  Johnston,  Jr.,  vice-chmn,  &  CEO  1701  18 
H,  A.  Schimberg,  pres.  &  COO           1 548  21 

"Includes  $1 .0  mil  distribution  from  compensation  agreement. 

2117 
4249* 

10654 
12158 

118 

m 
a 

0.9 

NA 

a 
m 

PEPSICO 

28472.4 
26.0 

D.  W.  Callow/ay,  chmn.  &  CEO 
R.  A.  Enrico,  vice-chmn. 

3064 
1427 

3 
16 

0 

1340 

17259 
19744 

112 

a 
m 

25.1 

33.3 

m 
a 

7   BUILDjri^S  WSATEmALS   (INDUSTRIAL:  LOW  TECH) 

PPG  INDUSTRIES 

6331.2 
20.1 

J.  E,  Dempsey,  chmn.  &  CEO 
R.  D.  Duncan,  exec,  v-p 

2004 
970 

256 
39 

98 
938 

NA 
4098 

159 

NA 

m 

14.6 

165.3 

NA 

m 
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IBM, 


HI 


mm 


ii'i* 

Ted  Matsushita  -  Computer  Syslems  Engineer 


j  Hewlett-Packard  Company 


He's  one  of  over  17,500  HP  service 
specialists  worldwide.  And  no 
matter  what  hardware,  software 
or  network  your  system  consists 
of,  Ted  and  his  team  are  there  to 
take  care  of  it. 

Whatever  services  you  need,  you'll 
find  HP  Service  and  Support  has 


little  to  do  with  oiu'  hardware.  And 
everything  to  do  with  your  system. 

HP  works  on  your  side. 


EWLETT® 
PACKARD 

Service  and  Support 


EXECUTIVE  COMPENSATION  SCOREBOARD 

COMPANY 

EXECUTIVE 

1994  COMPENSATION 

1992-94  PAY-PERFORMANCE  ANALYSIS 

TOIAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS  CORPORATE  PROFIT 

iLES:  $  MILLIONS 

ROE:% 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP, 
$000 

TOTAL 
COMP 
,$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATIfJG 

SHEP^'  ±LIAMS 

3100.1 
17.7 

J.G.  Breen,  chr-  ;  &  CEO 
T.  A.  Commes,  ,:it:s.  &C00 

1384 
912 

8 

15 

0 
0 

5612 
4136 

130 

m 
m 

16.6 

19.9 

m 
m 

£   CHEMICALS   (INDUSTRIAL:  L'^'  b'CH) 

AIR  PRODUCTS  & 
CHEMICALS 

3578.8 
11.2 

H.  A.       ler,  chmn.,  pres.  &  CEO 
J.  P       ;tt,  exec,  v-p 

978 
539 

9 
22 

598 
67 

4076 
2809 

128 

m 
m 

11.3 

-17.1 

m 
a 

ARCO 
CHEMICAL 

3423.0 

16.2 

Hirsig,  pres.  &  CEO 
Oppasser,  sr.  v-p 

965 
568 

25 
8 

0 
0 

2453 
1596 

130 

m 

□J 
m 

14.0 

46.3 

m 

m 

DOW  CKtMICAL 

200  F 

.  P.  Popoff,  chmn.  &  CEO 
W.  S.  Stavropoulos,  pres.  &  COO 

1635 
900 

10 
11 

1590 
459 

5936 
2839 

140 

m 
m 

7.5 

14.2 

a 
a 

DUPONT 

3*^^      ■  0 
2.2 

E.  S.  Woolard,  Jr.,  chmn.  &  CEO 
C.  S.  Nicandros,  vice-chmn. 

2025 
1448 

63 
48 

1693 
698 

9038 
6421 

132 

a 

SI 

11.9 

163.0 

m 
a 

EASTMAN  CHEMICf' 

-29.0 
25.9 

E.  W.  Deavenport,  Jr.,  chmn.  &  CEO  1313 
R.  W.  Bourne,  Jr.,  v-chmn.  &  exec,  v-pt  746 

69 
51 

1051 
0 

3995 
1906 

NA 

NA 
NA 

20.5 

NA 

NA 
NA 

ENGELHARD 

2385.8 
19.2 

0.  R.  Smith,  chmn.  &  CEO 
L.  D.  LaTorre,  pres.  &  COO 

1330 
694 

6 
10 

3738 
1220 

15791 
6975 

162 

s 

B 

12.6 

65.1 

a 
a 

GRACE 

5093.3 
5.8 

J.  P.  Bolduc,  pres.  &  CEO*                2429  35 
C.  L.  Hampers,  exec,  v-p                  1576  16 

'Resigned  3/95.  "Excludes  estimated  $20  mil  severance  package. 

40** 
0 

7750 
31639 

108 

NA 
NA 

-46.8 

53.2 

NA 
NA 

GREAT  LAKES 
CHEMICAL 

2076.0 
21.8 

E.  Kampen,  chmn.,  pres.  &  CEO* 
R.  B.  McDonald,  pres.  &  CEO 

*Placed  on  disability  10/1/94, 

730 
601 

-47 
73 

2979 
0 

13451 
3649 

102 

m 
a 

21.9 

24,6 

m 
m 

HERCULES 

2813.0 
21.2 

T.  L.  Gossage,  chmn.,  pres.  &  CEO 
R.  K.  Elliott,  exec,  v-p  &  CFO 

1560 
775 

-7 
-1 

791 
374 

7397 
2758 

243 

m 
m 

15.3 

328.1 

m 
m 

INTL.  FLAVORS  & 
FRAGRANCES 

1315.2 
22.4 

E.  P.  Grisanti,  chmn.  &  pres. 
H.  R.  Kirkpatrick,  sr.  v-p 

1155 
610 

10 
6 

94 
258 

18773 
2158 

144 

a 
m 

21.1 

27.7 

a 

03 

LUBRIZOL 

1599.0 
21.1 

L.  E.  Coleman,  chmn.  &  CEO 
W.  G.  Bares,  pres.  &  COO 

1125 
773 

23 
22 

0 

848 

5912 
3441 

129 

m 
m 

16.0 

35,6 

HI 

m 

MONSANTO 

8272.0 
21.1 

R.  J.  Mahoney,  chmn.  &  CEO 
S.  G.  Gilgore,  chmn.  &  CEO-sub. 

2403 
1757 

15 
28 

4190 
0 

13266 
5526 

114 

a 
a 

11.4 

160.5 

a 
m 

MORTON 
INTERNATIONAL 

3115.5 
17.6 

C.  S.  Locke,  chmn.  &  CEO              12042*      470     13886         29609      153  [5] 
S.  J.  Stewart,  chmn.  &  CEO              3341*      275       3635           8752  (S 
'Includes  $10.2  mil  &  $2,3  mil  (respectively)  tax  reimbursement  paid  in  connection  with  stock  option  exercise. 

13.3 

40.3 

m 
g] 

NALCO  CHEMICAL 

1345.6 
15.8 

E.J.  Mooney,  chmn.,  pres.  &  CEO 
W.  H.  Clark,  CEO*t 

'Retired  4/1/94. 

681 
579 

18 

-40 

391 
0 

2850 
5471 

87 

m 

21.7 

-32.8 

a 

PRAXAIR 

2711.0 
24.2 

H.  W.  Lichtenberger,  chmn.  &  CEO 
E.  G.  Hotard,  pres. 

1339 
801 

44 
55 

0 
0 

3180 
1812 

NA 

NA 
NA 

20.7 

NA 

NA 
NA 

ROHM  &  HAAS 

3534.0 
17.6 

J.L.Wilson,  chmn.  &  CEO 
J.  P.  Mulroney,  pres.  &  COO 

930 
645 

28 
22 

412 
303 

4084 
2667 

141 

m 
m 

13.3 

32.6 

m 
m 

UNION  CARBIDE 

4865.0 
25.1 

R.  D.  Kennedy,  chmn.  &  CEO            1838         30  4129* 
W.  H.  Joyce,  pres.  &  COO                  953           8  340 

'Includes  $1,3  mil  realized  from  Praxair  options  (granted  in  connection  v^itti  spinoff) 

10489 
3567 

236 

m 

m 

14.7 

NA 

m 
ffl 

9  CONGLOMERATES 

(INDUSTRIAL:  LOW  TECH) 

ALCO  STANDARD 

8252.4 
6.2 

J.  E.  Stuart,  pres.  &  CEO 
R.  B.  Mundt,  chmn.* 

'Resigned  12/31/94 

1400 
1643 

88 
100 

0 

834 

3221 
5188 

192 

m 
m 

6.0 

-42.1 

a 
m 

ALLIEDSIGNAL 

12817.0 
25.5 

L.  A.  Bossidy,  chmn.  &  CEO 
F.  M.  Poses,  exec,  v-p 

3632 
994 

36 
16 

8756 
1142 

21660 
6930 

163 

m 
a 

25.6 

NA 

m 
m 

GENERAL  ELECTRIC 

59316.0 
22.4 

J.  F.  Welch,  Jr.,  chmn.  &  CEO 
P.  Fresco,  vice-chmn. 

4350 
2125 

8 
21 

3259 
0 

32487 
11704 

144 

SI 

m 

19.3 

9.6 

m 
m 

HARCOURT 
GENERAL 

3171.1 
9.9 

R.  J.  Tarr,  Jr.,  pres.,  CEO  &  COO 
R.  A.  Smith,  chmn. 

2535 
1275 

9 
0 

0 
0 

9679 
3825 

213 

m 
m 

12.7 

NA 

m 
ffl 

in 

23620.0 
15.2 

R.  V.  Araskog,  chmn.,  pres.  &  CEO 
D.  T.  Engen,  exec,  v-p 

4249 
1263 

-1 
-2 

0 
0 

16046 
3062 

178 

a 
m 

7.5 

84.0 

IS 

m 

PALL 

741.3 
17.3 

M.  G.  Hardy,  chmn.  &  CEO                  783  -12 
E.  Krasnoff,  chmn.  &  CEO                 521  30 

'Excludes  $271,554  paid  in  connection  witti  tiis  death  (7/10/94). 

0* 
293 

2470 
1612 

97 

m 
m 

16.1 

5.8 

m 
m 

PREMARK 
INTERNATIONAL 

3450.8 
23.2 

W.  L.  Batts,  chmn.  &  CEO  2366* 
E.  V.  Goings,  exec,  v-p  1677* 
'includes  $582,500  payout  as  long-term  incentives,  ' 

13       9612          22473  229 
*     158         765  3968 
'Bonus  excludes  $764,913  paid  in  restricted  stock. 

a 
m 

1 5.0 

oy.D 

rzi 

14J 

11 

S-jCKWELL 
ESNATiONAL 

11145.3 
19.2 

D.  R.  Beall,  chmn.  &  CEO 
K.  M.  Black,  exec,  v-p  &  COO 

2140 
1088 

24 
15 

0 

180 

8765 
4703 

141 

m 
m 

18.5 

35.2 

m 
m 

12174.0 
21.2 

D.  G.  Mead,  chmn.  &  CEO* 
T.  R.  Tetzlaff,  gen.  couns.t 

•Became  CEO  2/24/94, 

1927 
700 

35 
17 

647 
539 

9600 
2333 

151 

m 
m 

-5.0 

NA 

m 
m 

TEXTSOK 

9683.0 
14.5 

J.  F  Hardymon,  chmn.  &  CEO 
L.  B.  Campbell,  pres.  &  COOl 

1825 
980 

9 

-12 

582 
235 

6936 
2716 

137 

m 
m 

13.8 

41.4 

m 
m 

TRW 

9087.0 
18.2 

J.  T.  Gorman,  chmn.  &  CEO 
E.  D.  Dunford,  pres.  &  COO*t 

'Retired  12/1/94. 

4071 
2618 

20 
16 

623 
41 

15426 
9746 

171 

i 

15.4 

NA 

i 
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DEhlNhD   CONTRIBUTION/40I(kl   PLANS     •     INSTITUTIONAL   MANAGEMENT     ■     MUTUAL  FUNDS 


WHY     YOU      NEED  A 


DIVERSITY 


of  Investments 


WHEN      SAVING      TOT  (2 


R  a  i  n  u  D 


n  y   u  a  y 


WHEN  CREATING  A  PORTFOLIO  ONE  MUST  EXPECT  THE  UNEXPECTED. 

So  at  Putnam,  we  offer  a  wide  selection  of  investments.  Our  list  includes  a  Kroad  range  of  asset  categories:  equities  and 

fixed  income,  glotal  and  domestic,  fundamental  and  quantitative,  aggressive  and  conservative.  Along  witK  otker 
resources,  suck  as  one  of  tke  industry's  finest  researck  staffs.  At  Putnam,  we  always  recommend  you  seek  professional 
analysis  from  a  financial  advisor.  But  we  also  suggest  you  select  a  money  management  company  tkat  for  over 
50  years  kas  always  offered  ckoices,  come  rain  or  come  skine. 


PUTIVAM 

INVESTMENTS 


® 


BOSTON • LONDON-TOKYO 


A     TIME-HONORED     TRADITION     IN     MONEY  MANAGEMENT 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY  EXECimVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


!5"  ■ 

TO".;,  ANNLA, 

lONG- 

PAY  vS  5-,: 

::RFjR.;TE  prort 

■iES:  $  MILLIONS 

ROE:% 

SALARY 
&  BONUS 
$000 

%  Ch.«NGE 
FROM 
1993 

TERM 
COMP. 
SOOO 

TOTAL 
COMP 
SOOO 

S VALUE 
OFSlOO 
INVESTED 

RATING 

ROE 

% 

CKANGE 
IN  ROE 
% 

RATING 

ir    ■  ^MTAINERS  &  PACKAGiN'l    INDUSTRIAL:  LOW  TECH) 

Ck OWN  CORK 
&SEAL 

4452.2 
9.6 

W.  J.  Aven,     mn.,  pres.  &  CEO 
M.J.  M'ri'  '.aa,  exec,  v-p 

991 
410 

2 
4 

850 
0 

4853 
2625 

126 

m 
m 

12.5 

-18.8 

m 
a 

SONOCO 
PRODUCTS 

2300.1 
18.5 

C.  W    .  -sr,  chmn.,  pres.  &  CEO 
P.  C     .jwning,  exec,  v-pt 

1294 
810 

26 
175 

2014 
1365 

5923 
NA 

136 

m 

NA 

17.4 

9.8 

m 

NA 

TEMPLE-INLAND 

2938.0 
7.3 

arum,  chmn.  &  CEO 
.  C  Maxwell,  group  v-pi 

803 

508 

35 

18 

415 

154 

4175 
1599 

93 

m 

[2 

6.8 

-18.7 

a 
a 

11  DRUGS  (CONSU' 

PRODUCTS) 

ABBOn 
LABORATORIES 

?    '  C.O 

^7.5 

D.  L.  Burnham.  chmn.  &  CEO 
T.  R.  Hodgson,  pres.  &  COO 

1802 
1278 

7 
5 

0 
0 

11257 
6793 

100 

m 

E 

37.5 

10.2 

u 
1 

ALLERGAN 

.•47.2 
18.3 

W.C.  Shepard,  pres.  &  CEO 
R.  M.  Haugen,  exec,  v-p  &  COO 

966 
664 

19 
20 

251 
22 

3208 
1802 

120 

m 

19.9 

NA 

B 

m 

ALZA 

261.0 
15.9 

E.  Mario,  co-chmn.  &  CEO 
J.  E.  Shaw,  pres.  &  COO 

610 
342 

122 
-2 

0 

645 

NA 
3994 

38 

NA 

a 

15.9 

NA 

NA 

m 

AMER'''  JivIE 
PROD  J -.i 

8966.2 
35.9 

J,  R.  Stafford,  chmn.,  pres.  &  CEO 
R.  G.  Blount,  exec,  v-p 

2225 
1087 

3 
3 

0 
0 

12752 
3396 

84 

a 

m 

35.4 

-13.8 

m 
m 

AMQEN 

1647.9 
24.2 

G.  M.  Binder,  chmn.  &  CEO 
K.  W.  Sharer,  pres.  &  COO 

1257 
1001 

32 

-36 

0 
122 

3351 
2946 

78 

m 
m 

31.5 

31.3 

a 
ffl 

BAUSCH  &  LOMB 

1850.6 
1.5 

D.E.Gill,  chmn.  &  CEO                   1118**  -36 
R.  L.  Zarrelia,  pres.  &  COO*                574       -3 1 

'Resigned  11  30  94, "Excludes  $507,289  for  reimbursed  taxes. 

0 
59 

8383 
2664 

63 

a 
m 

12.5 

-85.9 

m 
a 

BAXTER 

INTERNATIONAL 

9324.0 

16.0 

V.  R.  Loucks,  Jr.,  chmn.  &  CEO 
T,  L.  White,  exec,  v-p 

1593 
752 

1  A 

18 

0 

237 

10279 
2901 

86 

a 
m 

7.4 

13.8 

a 
a 

BECTON 
DICKINSON 

2598.9 
18.3 

R.  V.  Gilmartin,  chmn.,  pres.  &  CEO* 
C.  Castellini,  chmn.,  pres.  &  CEO 

'Resign  ed  c  15  94. 

463 
756 

-56 
58 

5479 
89 

8105 
1966 

146 

m 
m 

15.1 

32,6 

m 

Dnlo  1  UL  micno 

SQUIBB 

i  lycsA.u 
32.3 

C.  A.  Helmbold,  Jr.,  pres.  &  CEO 
R.  L.  Gelb,  chmn. 

1910 
2523 

32 
10 

332 
570 

6949 
13870 

75 

m 
m 

30.3 

-9.0 

m 
a 

utncn 1  ton 

/z>^..o 
9.2 

G.  K.  Raab.  pres.  &  CEO 
A.  D.  Levinson,  sr.  v-p 

1304 
515 

5 
13 

2148 
177 

5750 
1517 

141 

m 
m 

5.5 

97.5 

a 
m 

JUnnoUN  Ac 
JOHNSON 

10/o4.u 

28.2 

R.  S.  Larsen,  chmn.  &  CEO 
R.  N.  Wilson,  vice-chmn. 

1893 
1562 

13 
12 

0 

529 

8090 
6508 

101 

n 
a 

30.6 

8.5 

m 

1  III  V  fP\  1\ 

D  /  1  l.D 

22.1 

R.  L.  Tobias,  chmn.  &  CEO 

S.  Taurei,  exec,  v-p  &  pres.-pharm.i 

1858 
1091 

9 
12 

963 
651 

NA 
3671 

87 

NA 

m 

16.6 

-16.4 

N.A 

m 

MALLIriLKKUU  i 

GROUP 

10.5 

C.  R.  Holman,  pres.  &  CEO 
M.  G.  Nichols,  v-p:  pres. -MCI 

995 
562 

52 
21 

847 
197 

4399 
2078 

72 

[H 

m 

2.8 

17.0 

a 
a 

MEDTRONIC 

1618.6 
22.7 

W.  W.  George,  pres.  &  CEO 
G.  D.  Nelson,  vice-chmn. 

804 
599 

-2 
-2 

491 
3773 

3923 
6421 

121 

m 

1! 

23.3 

11.9 

m 
m 

MERCK 

14969.8 
26.9 

P.  R.  Vagelos.  chmn.,  pres.  &  CEOt  1941'* 
R.  V.  Gilmartin.  chmn.,  pres.  &  CEO*  1542 

'Jo  ned  compa--,:,  as  CEO  5  16  94. '-Retired  1  l,'l/94. 

-13 
NA 

1249 
778 

9259 
NA 

74 

a 

NA 

32.5 

-37.7 

SI 

NA 

PFIZER 

8281.3 
30.0 

W.  C.  Steere,  Jr.,  chmn.  &  CEO 
E.  C.  Bessey,  vice-chmn:  pres. -sub. 

2962 
1232 

55 
38 

679 
1351 

8008 
6716 

98 

m 
a 

23.4 

109.0 

m 
m 

RHONE-POULENC 
RORER 

4174.6 
21.0 

R.  E.  Cawthorn,  chmn.  &  CEO 
M.  de  Rosen,  pres.  &  COOt 

1293 
793 

9 

226 

0 
0 

6320 
NA 

61 

1 

NA 

27.4 

-35.7 

m 

NA 

SCHERING-PLOUGH 

4657.1 
58.6 

R.  P.  Luciano,  chmn.  &  CEO 
R.  J.  Kogan,  pres.  &  COO 

2348 
1367 

13 
6 

3433 
2392 

14540 
9293 

120 

a 
a 

51.9 

22.1 

m 
m 

STRYKER 

681.9 
21.2 

J.  W.  Brown,  chmn.,  pres.  &  CEO 
D.  J.  Simpson,  v-p.  CFO  &  sec'y 

715 
374 

10 
11 

0 
0 

1965 
6300 

74 

ffl 
a 

20.9 

15.2 

m 
m 

UPJOHN 

3344.5 
20.6 

J.  L.  Zabriskie.  chmn.  &  CEO 
L.  S.  Smith,  pres.  &  COO 

1531 
911 

NA 
4 

587 
153 

NA 
2764 

86 

NA 

m 

22.0 

-21.8 

NA 

m 

WARNES- 
LAMBERT 

6416.8 

38.2 

M.  R.  Goodes,  chmn.  &  CEO 
L.J.  R.  de  Vink,  pres.  &  COO 

1686 
1117 

20 
17 

2554 
125 

10765 
3492 

108 

m 

33.6 

217.7 

m 
ffl 

12  ELr.'TTRICAL  &  ELECTRONICS  (INDUSTRIAL  HIGH  TECH) 

ADVANCED 
MICRO  DEVICES 

2134.7 
17.0 

W.  J.  Sanders  III,  chmn.  &  CEO 
R.  Previte,  pres.  &  COO 

4660 
2408 

45 
49 

5773 
3194 

44273 
13775 

142 

m 
a 

18.5 

-1.3 

m 
a 

AMP 

4027.1 
15.9 

W.J.  Hudson,  Jr.,  pres.  &  CEO 
J.  E.  Marley,  chmn. 

1035 
865 

40 
30 

25 
92 

2366 
2499 

132 

m 
m 

15.1 

16.8 

m 
m 

COOPER  INDUSTRIES 

4588.0 
9.0 

R.  Cizik,  chmn.  &  CEO 
H.J.  Riley,  Jr.,  pres.  &  COO 

895 
488 

-28 

-26 

0 
0 

4262 
1916 

67 

a 
m 

10.2 

-11.6 

m 
m 

EMERSON  ELECTRIC 

8882.3 
18.9 

C.  F.  Knight,  chmn.  &  CEO 

A.  E.  Suter,  sr.  vice-chmn.  &  COO 

2015 
975 

6 
6 

9738 
0 

25102 
4843 

122 

m 
m 

18.2 

-2.7 

a 
m 

'5ENERAL 
SNSTRUMENT 

2036.3 
36.7 

D.  F.  Akerson.  chmn.  &  CEO 
R.  S.  Friedland,  pres.  &  COO? 

1633 
748 

84 
89 

92 
0 

NA 
1867 

NA 

NA 
NA 

15.2 

NA 

NA 

ID 

iNTEL 

11521.0 
24.7 

A.  S.  Grove,  pres.  &  CEO 

C.  R.  Barrett,  exec,  v-p  &  COO 

2102 
1555 

-4 
-1 

0 
0 

10347 
11541 

263 

m 
a 

25.0 

33.2 

11 

m 
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I/ORLD'S  FINEST  GRAIN  COLOR.  WORLD'S  FASTEST  DIGITAL  COLOR  COPIERS. 


Look  like  a  bigger  fish  with  a  Ricoh  digital  color  copier.  The  world's  smallest  toner  particles 
deliver  the  finest  color  presentations  ever.  Faster  than  ever.  The  world's  fastest  first  copy. 

The  most  copies  per  minute.  And  computer  connectable.  All  in  the  same  full  line  of 
•  digital  color  copiers.  This  means  unmatched  performance 

and  unprecedented  productivity.  It  also  means  Ricoh  now 

leads  the  world  in  digital  color  copier  technology.  Make  a 

bigger  splash.  Call  us  at  1-800-63-RICOH. 


THE   NAME   TO  K 


lueoH 


1995  Ricon  Corporation 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY  EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS,  SHAREHOLDER  RaURN 

PAY  VS,  CORPORATE  PROFIT 

^ALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP, 
$000 

TOTAL 
COMP 
,  $000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

T  ulOGY 

227.7 
26.9 

R.  H.  Swanson.  Jr.,  pres.  &  CEO 
C.  B.  Davies.  v-p  &  COO 

751 
626 

25 
21 

0 

695 

1878 
2916 

305 

m 
m 

23.2 

42.6 

m 
ffl 

la  LOGIC 

901.8 
20.0 

W.  J.  Co- (i-aii,  chmn.  &  CEO 
B.  L.  Hiiia,  exec,  v-p 
May  con  .Jin  data  from  preliminary  source. 

1148 
562 

21 
15 

2174 
1088 

4779 
2869 

497 

m 
m 

-5.8 

601.2 

m 
m 

MICRON  TECHNOLOGY  1843.5 
40.7 

J.  L  Parkinson,  chmn.  &  CEO* 
Garrett,  pres.  &  COO* 

i/,  ,h  executives  resigned  09/26/94. 

1381 
1146 

66 
75 

455 
2122 

5129 
6386 

785 

m 
m 

19.4 

NM 

ffl 
m 

MOLEX 

104C 

r.  A.  Krehbiel,  chmn.  &  CEO 
G.  Tokuyama,  v-p;  pres. -sub. 

468 
466 

17 
17 

103 
194 

1598 
1875 

151 

m 
m 

10.5 

-2.5 

m 
m 

MOTOROLA 

22:>;5.o 

1 7.2 

G.  L.  Tooker,  vice-chmn.  &  CEO  1985 
C.  B.  Galvin,  pres.  &  COO  1490 

*1994  long-term  incentives  have  not  been  determined. 

22 
38 

0* 
2964* 

13340 
6325 

360 

m 
m 

14.8 

74.9 

m 

NATIONAL 

SEMICONDUCTr 

■^292.3 
21.4 

G.  F.  Amelio,  pres.  &  CEO 
K.  P.  Pond,  exec,  v-p  &  COO 

1442 
710 

-24 
19 

2775 
yuu 

6919 
2635 

300 

m 
m 

18.9 

NA 

Q] 

□  j 

SENSOR!\^' 
ELECTPr 

761.5 
9.2 

R.  G.  Assaf,  chmn.,  pres.  &  CEO 
M.  E.  Pardue,  exec,  v-p,  CFO  &  COO 

890 
446 

13 
21 

4105 
926 

15139 
4062 

195 

a 
m 

NA 

-25.3 

NA 
NA 

TEX? 

IN  AiiMENTS 

10315.0 
22.7 

J.  R.  Junkins,  chmn.,  pres.  &  CEO 
W.  P.  Weber,  vice-chmn. 

1928 
995 

35 
27 

2090 
921 

7628 
4015 

251 

m 
m 

18,2 

NA 

m 
m 

WESTINGHOUSE 
ELECTRIC 

8848.0 
1.5 

M.  H.  Jordan,  chmn.  &  CEO  1357* 
W.  C.  Korn,  chmn.  &  CEO-Broadcasting  918 

"Excludes  $343,445  bonus  paid  in  stock  options. 

50 
27 

205 
74 

NA 
NA 

75 

NA 
NA 

-1.8 

NA 

NA 
NA 

13  FOOD  PROCESSING  (CONSUMER  PRODUCTS) 

ARCHER-OANIELS- 
MIOLAND 

12176.2 
11.7 

D.  0.  Andreas,  chmn.  &  CEO 
J.  R.  Randall,  pres. 

3171 
1452 

11 
13 

0 
0 

8951 

109 

m 

11.3 

-1.5 

Si 

14] 

CAMPBELL  SOUP 

6937.0 
29.8 

D.  W.  Johnson,  chmn.,  pres.  &  CEO 
F.  E.  Weise  III,  sr.  v-p-finance  &  CFO 

1810 
600 

5 

-5 

81 
0 

10888 
2921 

111 

m 
m 

23.0 

32.9 

11 

m 

CONAGRA 

24004.2 
18.3 

P.  B.  Fletcher,  chmn.  &  CEO 
A.  Crosson,  pres.  &  COO 

1600 
935 

30 
3 

2869 
830 

11223 
6122 

94 

E 

a 

18.2 

17.3 

m 
m 

CPC  INTERNATIONAL    7425  4 
19.7 

C.  R.  Shoemate,  chmn.,  pres.  &  CEO 
R.  J.  Gillespie,  sr.  v-p 

1202 
569 

7 
3 

1304 
1030 

6121 
4439 

126 

m 
m 

23.7 

-19.4 

m 
m 

GENERAL  MILLS 

6151.3 
27.9 

H.  B.  Atwater,  Jr.,  chmn.  &  CEO 
M.  H.  Willes,  vice-chmn. 

850 
706 

-39 
-27 

60 
68 

18831 
5290 

85 

m 
a 

36.7 

-24.5 

m 
m 

HEINZ  (H.  J.) 

7610.8 
24.0 

A.  J.  O'Reilly,  chmn.,  pres.  &  CEO 
L.  Ribolla,  sr.  v-pt 

895 
425 

-11 
4 

824 
396 

41096 
NA 

104 

m 

NA 

24.2 

-10.9 

m 

NA 

HERSHEY  FOODS 

3606.3 
12.8 

K.  L.  Wolfe,  chmn.  &  CEO 
J.  P.  Viviano,  pres.  &  COO 

897 
678 

17 
20 

357 
276 

3553 
2728 

117 

m 
m 

16.8 

-22.2 

[1 

m 

HORMEL 
FOODS 

3079.3 
19.4 

J.  W.  Johnson,  pres.  &  CEO 
D.  J.  Hodapp,  exec,  v-p  &  CFO 

985 
657 

19 
15 

0 

218 

2468 
2562 

122 

m 
m 

17.3 

31.1 

m 
m 

KELLOGG 

6562.0 
39.0 

A.  G.  Langbo,  chmn.  &  CEO  1489* 
T.  A.  Knowlton,  exec,  v-p  717 

"Excludes  portion  of  bonus  paid  in  10,000  stock  options. 

17 
20 

0 
0 

5695 
2489 

95 

m 
m 

38.0 

39.1 

m 
m 

PET 

1576.3 
31.1 

M.  L.  Marsh,  chmn.  &  CEO 
J.  C.  Elbin,  sr.  v-p  &  CFO 

1023 
394 

11 
9 

0 
0 

4271 
1549 

87 

m 
m 

27.5 

369.7 

m 
m 

QUAKER  OATS 

6211.1 
41.8 

W.  D.  Smithburg,  chmn.  &  CEO 
P.  A.  Marineau,  pres.  &  COO 

1398 
1014 

-10 
-2 

346 
204 

9136 
5131 

90 

a 
m 

40.7 

62.6 

m 
m 

RALSTON  PURINA 
GROUP 

5548.5 
41.8 

W.  P.  Stiritz,  chmn.,  pres.  &  CEO 
J.  P.  Mulcahy,  v-p 

1363 
452 

16 
6 

0 
0 

3689 
1669 

110 

m 
m 

NA 

-11.8 

NA 
NA 

SARA  LEE 

16668.0 
6.4 

J.  H.  Bryan,  chmn.  &  CEO 

M.  E.  Murphy,  vice-chmn.  &  CFO 

1736 
927 

-8 
2 

237 
0 

23522 
9883 

93 

m 

15.5 

-66.4 

m 
m 

SYSCO 

11556.5 
18.0 

J.  F.  Woodhouse,  chmn.  &  CEO  1015* 
B.  M.  Lindig,  pres.  &  COO  887* 
'Excludes  portion  of  bonus  received  in  restricted  stock. 

5 
6 

509 
535 

4117 
3921 

114 

m 
m 

17.3 

7.3 

m 
m 

TYSON  FOODS 

5283.8 
0.4 

L.  E.  Tollett,  vice-chmn.,  pres.  &  CEO  1 174         96  0 
D.  Tyson,  chmn.                           2146*        24  0 
'Includes  $723,756  other  annual  compensation  related  to  travel  and  entertainment. 

3049 
6222 

106 

m 
m 

10.0 

-97.5 

WRIGLEY{WM.)iR.  1596.6 
33.5 

W.  Wrigley,  pres.  &  CEO*                   475  -46 
R.  D.  Ewers,  exec,  v-p*                     377  -39 

'Excludes  1994  bonus  &  other  long-term  awards  not  yet  determined. 

24 
561 

4108 
3106 

192 

m 
m 

31.2 

20.6 

m 
m 

14  FOOD  & 

LODGING 

(SERVICE) 

HiLTON  HOTELS 

1456.1 
10.8 

B.  Hilton,  chmn.  &  CEO 

R.  C.  Avansino,  Jr.,  pres.  &  COO 

1000 
942 

-1 
21 

0 
0 

3105 
NA 

177 

m 

NA 

10.3 

22.0 

m 

NA 

MAfifiiOTT  iNTL. 

8415.0 
26.1 

J.  W.  Marriott,  Jr.,  chmn.,  pres.  &  CEO  1434 
W.  J.  Shaw,  exec,  v-p  835 

4 
4 

134 
148 

4619 
3212 

NA 

NA 
NA 

NA 

NA 

NA 
NA 

1339.4 
8.0 

P.  G.  Satre,  pres.  &  CEO                    847         23  513 
M.  D.  Rose,  chmn.  &  CEO*               1181           7  0 
May  contain  data  from  preliminary  source.  'Served  as  CEO  until  4/29/94. 

2703 
3160 

421 

m 
m 

12.4 

0.2 

m 
m 
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POCCHil 


(The  largest  new  market  in  the  worl 


Business  in  Russia? 
Speak  to  us. 


4mmi 

iTnu 

II 

MENATEP  BANK 

T/ie  Russian  Bank 


INVESTMENT  BANKING  •  PORTFOLIO  INVESTMENTS  •  COMMERCIAL  BANKING 


For  additional  information,  contact  Menatep  Bank,  4  Kolpachny  Lane,  Centre,  Moscow  101980,  Russia 
Phone:  (7-503)  956-7524  •  Fax:  (7-503)  956-3637 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 


EXECUTIVE 


1994  COMPENSATION 


iALES:  $  MILLIONS 
ROE:  % 


1992-94  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 


SALARY 
&  BONUS 
$000 


LONG- 
%  CHANGE  TERM 
FROM  COMP, 
1993  $000 


PAY  VS  SHAREHOLDER  RETURN 
TOTAL        $  VALUE 
COMP        OF  $100 
.  $000        INVESTED  RATING 


PAYVS  CORPORATE  PROFIT 


CHANGE 
ROE       IN  ROE 


..cNERAL  &  SPECIAL  MACHSr^ERY  (INDUSTRIAL  LOW  TECH) 


RATING 


rPLIED  MATERIAL 

1825.5 
23.5 

J.  C.  Moiga  i,  chmn.  &  CEO 
J.  W.  Ssgley,  vice-chmn.  &  COO 

1283 
1031 

-15 
47 

4331 
3135 

23818 
13846 

479 

m 
m 

16.1 

191.1 

a 
a 

BLACK  &  DECKER 

5248.3 
11.4 

N.  n  .  7chlbald,  chmn.,  pres.  &  CEO 
G.    OiCamillo,  group  v-p 

1688 
609 

3 
18 

495 
109 

5237 
1645 

147 

m 
m 

3.8 

99.8 

a 
m 

CATERPILUR 

14328.0 
32 

•  V.  Files,  chmn.  &  CEO 
.-.  W.  Wogsland,  vice-chmn. 

1573 
1037 

56 
41 

192 
1515 

3917 
4647 

256 

m 
m 

16.6 

NA 

B 
B 

DEERE 

94C  . 

.' ■  J .  J 

H.  W.  Becherer,  chmn.  &  CEO 
D.  H.  Stowe,  Jr.,  pres.  &  COO 

1639 
1091 

79 
73 

1719 
1409 

5754 
4511 

151 

m 

11.7 

NA 

m 
m 

DOVER 

3085.3 
20.3 

T.  L.  Reece,  pres.  &  CEO 
G.  L.  Roubos,  chmn.  &  CEO* 

'Served  as  CEO  until  5/l,94 

850 
750 

35 
-18 

209 
389 

3074 
4959 

134 

m 
a 

18.2 

31.3 

m 
m 

DRESSER 
INDUSTRIES 

5250.1 
13.3 

J.  J.  Murphy,  chmn.  &  CEO 
W.  E.  Bradford,  pres.  &  COO 

1749 
960 

19 
10 

122 
57 

5045 
2595 

111 

m 
m 

11.4 

67.7 

m 
m 

FMC 

4010.8 
41.6 

R.  N.  Burt,  chmn.  &  CEO 
L.  D.  Brady,  pres. 

1168 
743 

33 
33 

0 
0 

6010 
2500 

121 

m 
m 

49.5 

-25.5 

B 
B 

INC  ^lL-RAND 

4507.5 
13.8 

J.  E.  Perelia,  chmn.,  pres.  &  CEO 
J.  F.  Travis,  exec,  v-pt 

1245 
614 

46 

7 

1178 
584 

5060 
2552 

122 

m 
m 

11.6 

49.5 

m 
m 

TYCO  INTL. 

3821.8 
9.9 

L.  D.  Kozlowski,  chmn.,  pres.  &  CEO 
J.  C.  Armacost,  v-p 

1390 
1059 

45 

102 

0 
0 

3297 
2073 

142 

B 

m 

9.0 

-23.5 

m 
a 

16   INSTRUMENTS   (INDUSTRIAL:  HIGH  TECH) 

HONEYWELL 

6057.0 
15.0 

M.  R.  Bonsignore,  chmn.  &  CEO 
D.  L.  Moore,  pres.  &  COO 

1062 
974 

13 

12 

109 

0 

6682 
3854 

105 

S] 
HI 

18.5 

-15.9 

m 

m 

17  LEISURE  TIME  INDUSTRIES  (CONSUMER  PRODUCTS) 

BRUNSWICK 

2700.1 
14.2 

J.  F.  Reichert,  chmn.,  pres.  &  CEO 
J.  M.  Charvat,  exec,  v-p 

1742 
685 

18 
20 

551 
533 

5515 
2653 

146 

m 
m 

8.6 

NA 

m 

CARNIVAL 

1806.0 
19.8 

M.  M.  Arisen,  chmn.  &  CEO 
A.  K.  Lanterman,  pres. 

911 
1035 

31 
-8 

0 
0 

2301 
2985 

168 

m 
m 

19.9 

-8.7 

m 
m 

WALT  DISNEY 

10629.5 
21.8 

M.  D.  Eisner,  chmn.  &  CEO               8019  969 
F.  G.  Wells,  pres.  &  COOt                 2677  569 

'Excludes  $2.8  mil  paid  in  connection  with  tiis  death  (4/3/94). 

2638 
0* 

221127 
6832 

153 

m 
m 

17.5 

32.5 

m 
a 

EASTMAN  KODAK 

13557.0 
13.8 

G.  M.  C.  Fisher,  chmn.,  pres.  &  CEO 
L.  J.  Thomas,  exec,  v-p 

'Includes  $2.1  mil  loan  forgiveness. 

3901 
1107 

705 
24 

2064* 
0 

NA 
2976 

135 

NA 

m 

14,4 

NM 

NA 

m 

HARLEY-DAVIDSON 

1541.8 
25.9 

R.  F.  Teerlink,  pres.  &  CEO 
J.  L.  Bleustein,  pres.  &  COO 

1180 
584 

17 
-4 

0 
0 

5333 
2460 

252 

m 
m 

15.9 

65.9 

m 
m 

HASBRO 

2670.3 
13.3 

A.  G.  Hassenfeld,  chmn.,  pres.  &  CEO  1 158 
G.  R.  Ditomassi,  Jr.,  COO  677 

-23 
-15 

0 

538 

6954 
4138 

110 

m 
m 

15.1 

55.5 

m 
m 

MATTEL 

3205.0 

23.1 

J.  W.  Amerman,  chmn.  &  CEO 
J.  E.  Barad,  pres.  &  COO 

1783 
1351 

-21 

-20 

5775 
3245 

20305 
10028 

145 

a 

a 

21.9 

-14.1 

a 
a 

18  METALS  &  MINING  (RESOURCES) 

ALUMINUM  CO. 
OF  AMERICA 

9904.3 
11.2 

PH.  O'Neill,  chmn.  &  CEO 
A.  J.  P.  Belda,  exec,  v-p 

1450 
674 

39 
43 

1437 
672 

7123 
NA 

142 

m 

NA 

3.9 

800.9 

m 

NA 

FREEPORT- 
McMORAN 

1982.4 
NA 

J.  R.  Moffett,  chmn.  &  CEO 
R.  L.  Latiolais,  pres.  &  COO 

4938 
3049 

310 
194 

574 
233 

13201 
7265 

112 

m 
m 

NA 

NA 

NA 
NA 

NEWMONT  MINING 

597.4 
9.2 

R.  C.  Cambre,  chmn.,  pres.  &  CEO 
W.  W.  Murdy,  sr.  v-p  &  CFOt 

835 
331 

439 
2 

154 
47 

NA 

1112 

115 

NA 

ffl 

13.1 

-80.3 

NA 

m 

PHELPS  DODGE 

3289.2 
12.6 

D.  C.  Yearley,  chmn.,  pres.  &  CEO 
J.  S.  Whisler,  sr.  v-p 

1145 
541 

28 
10 

2166 
1176 

10806 
4288 

199 

m 
m 

12.4 

-14.3 

m 
m 

REYNOLDS  METALS 

5879.1 

5.0 

R.G.  Holder,  chmn.  &CEO 
J.  J.  Sheehan,  pres.  &  COO 

979 
554 

70 
98 

0 
15 

2096 
1120 

96 

B 

B 

-6.7 

-4.7 

m 
m 

19  MISCELLANEOUS  MANUFACTURING  (INDUSTRIAL 

LOW  TECH) 

AVERY  DENNi.SON 

2856.7 
15.0 

C.  D.  Miller,  chmn.  &  CEO 
P.  M.  Neal,  pres.  8.  COO 

1545 
940 

25 
25 

1474 
384 

7173 
2909 

151 

m 
m 

12.2 

95.5 

m 
m 

CORNING 

4799.2 
12.3 

J.  R.  Houghton,  chmn.  &  CEO 
R.  G.  Ackerman,  pres. 

1555 
1176 

31 
35 

1079 
791 

5789 
4931 

83 

a 

m 

8.7 

-19.3 

a 
m 

DURACELL 
INTERNATIONAL 

1995.5 

17.7 

C.  R.  Kidder,  chmn.  &  CEO*  1349 
C.  R.  Perrin,  pres.  &  COO**  849 

•Left  company  10/l,/94. "Became  CEO  10/1/94. 

30 
18 

9280 
2095 

25657 
12350 

131 

m 

15.5 

207.2 

m 
m 

HILLENBRAND 

•ifiPUSTRIES 

1577.0 
12.9 

W.  A.  Hillenbrand,  pres.  &  CEO 
L.  M.  Smith,  sr.  exec,  v-p 

716 
499 

-40 
-43 

0 
0 

4925 
3572 

83 

m 
a 

17.6 

-29.0 

m 
a 

ILDNSio  CIOL 
WSSKS 

3461.3 
18.0 

J.  D.  Nichols,  chmn.  &  CEO 
H.  R.  Crowther,  vice-chmn. 

1402 
569 

20 
7 

1043 
1044 

7079 
3597 

142 

m 
m 

16.3 

21.0 

m 
m 

SHTL.  GAMt 
rSCHNOLOCY 

683.9 
24.9 

J.  J.  Russell,  pres.  &  CEO 
R.  M.  McMonigle  exec,  v-p 

572 
350 

3 
-9 

0 

412 

16581 
4982 

139 

a 
a 

27.7 

2.1 

a 
m 
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'Optional  on  the  PC  Server  300,  standard  on  all  others  NetFinity  is  part  ot  the  SysteniView  family  IBM  and  SyslemView  are  registered 
trademarks  and  NetFinity  and  There  is  a  difference  are  trademarks  of  International  Business  Machines  Corporation  All  other 
company  and/or  product  names  are  registered  trademarks  or  trademarks  of  their  respective  companies  ©  1995  IBM  Corp, 


"...gives  US  the  ability  to  be  more 
proactive. . ." 

Susan  Holloway,  IS  Process  Specialist 
Southwestern  Bell  Telephone 

"...[NetFinity]... enables  us  to  remotely 
diagnose  and  resolve  [problems]." 

Pat  Ryan,  Systems  Analyst 
PFS,  PepsiCo,  Inc. 

". .  .Utilities  that  we  have  not  been 
able  to  find  in  other  products." 

. .  Ron  Blankenship,  Systems  Engineer 

f'^f'.-'-.  Integrated  Data  Systems 


"...all  necessary  data  on  hardware... 
at  the  push  of  a  button. . ." 

Carl  S.  Norman,  Manager,  PC  Systems  and  Services 
Titleist  and  Footjoy  Worldwide 

"...the  key  to  successful  systems 
management  and  troubleshooting." 

Ron  Carnicom,  LAN  Administrator 
Pall  Corporation 


"...save[s]  our  network  administrator 
an  incredible  amount  of  time." 

Al  Pruitt,  Network  Specialist 
Missouri  Dept.  of  Conservation 


The  latest  word  on  asset 
management  from  tlie  people  who 
started  the  conversation. 

With  th»"  introduction  of  NetFinity™  2.01*— part  of  the  SystemView®  family— on  our  PC  servers, 
PC  300s  and  700s  last  fall,  we  gave  IS  administrators  a  powerful  new  way  to  troubleshoot  a 
networked  system.  Now.  your  servers  and  PCs  can  be  managed  remotely.  And  failures  waiting  to  happen  can  be  corrected 
in  advance.  The  idea  is  to  make  PCs  and  servers  easier  to  manage,  so  you  get  the  most  out  of  your  investment.  And  that's 
what  asset  management  is  really  all  about.  For  more  information,  caff  IBM  at  f  800  1BM-4FAX  (key  in  ID#  8202509). 


There  is  a  difference" 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY    EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


SALARY 
S BONUS 

\  CriAJiGE 
FROM 

TERM 
COMR 

SOC'O 

.  c  -  -  - 

JOH'  - 1- 

r,"  ,.OLS 

7143.1 
15.3 

J.H.  Keyes,  chmn.  &  CEO 
J.  M.  Barth,  exec,  v-p 

1291 
636 

14 
10 

841 
145 

4882 
2462 

148 

!2] 

m 

13.5 

55.7 

..ilNNESOTA  MINING 
&MFG. 

15079.0 
19.6 

L.  D.  r  /-none.  chmn.  &  CEO 
H.A.  i-a.-fimerly.  exec,  v-p 

1226 
699 

22 
16 

1704 
948 

7170 
4888 

123 

m 

H 

19.3 

7.1 

in 

D 

NEWELL 

2074.9 
17.4 

W.  P  iovey,  vice-chmn.  &  CEO 
T     Ferguson.  Jr..  pres.  &  COO 

1109 
816 

13 
19 

0 
641 

3131 
3367 

95 

m 

u 

17.8 

-5.8 

m 
m 

PARKER-HANNIFIN 

2827.^ 

10/ 

:  L.  Collins,  pres.  &  CEO 
j.  \S.  Sullivan,  exec,  v-p 

1074 
834 

68 
48 

105 
317 

2174 
2336 

158 

m 

8.0 

52  5 

m 
m 

RUBBERMAID 

21=;  - 

W.  R.  Schmltt.  chmn.  &  CEO 
C.  A.  Carroll,  pres.  &  COO 

1403 
723 

17 
38 

845 

362 

5404 
23A7 

78 

a 

17.8 

-"iA 

m 

2. 

20  NATURAL 

^-^I  SOURCES   : RESOURCES) 

AMERADA  HESS 

i528.5 
2.4 

L.  Hess,  chmn.  &  CEO 
R.F.Wright,  pres.  &  COO 

300 

1025 

0 
0 

0 

990 

900 
4175 

100 

m 
s 

-2.4 

-12.4 

a 
a 

AMOCO 

26048.0 
12.4 

H.  L.  Fuller,  chmn.,  pres.  &  CEO 
L.  D.  Thomas,  vice-chmn. 

'  1  irr-      ,s  "zt  - ::  :rr"  ieieTnined. 

864* 
520' 

-18 

-45 

1020 
263 

5116 
3042 

134 

m 

T 

10.8 

50.1 

m 

A'  KKO 
.ROLEUM 

482.5 
4.6 

R.  J.  Allison.  Jr.,  chmn.,  pres.  &  CEO 
C.  G.  Manley.  sr.  v-p-administration 

1568 
428 

10 
14 

58 
14 

5639 
2828 

164 

1] 
ill 

4.5 

-9.5 

a 

m 

ASHLAND  OIL 

9667.0 
11.7 

J.  R,  Hall,  chmn.  &  CEO 
P.  W.  Chellgren,  pres.  &  COO 

1642 
1089 

35 
39 

389 
237 

4269 
2788 

126 

m 
m 

5.7 

16.4 

m 

ATLANTIC  RICHFIELD 

15035.0 
14.5 

L.  M,  Cook,  chmn.  &  CEO' 

M.  R.  Bowlin,  pres.,  CEO  &  COOi 

'Se-.ei  as  CEC        5  30.94. 

33 
30 

14 
12 

6212 
4682 

111 

m 

12.2 

41.2 

m 

m 

BURLINGTON 
RESOURCES 

1054.8 
6.0 

T.  H.  O'Leary.  chmn.,  pres.  &  CEO 
B.  S.  Shackouls.  pres.  &  CEO-sub. 

1592 
714 

1 

74 

400 
0 

15988 
NA 

121 

NA 

7.9 

-11.5 

a 

NA 

CHEVRON 

30340.0 
11.6 

K.  T.  Derr,  chmn.  &  CEO 
J.  D.  Bonney.  vice-chmn. 

1700 
995 

-6 
-2 

1403 
787 

7597 
4418 

145 

1] 
ill 

12.2 

32.2 

m 

EXXON 

99683.0 
13.5 

L.  R.  Raymond,  chmn.  &  CEO 
C.  R.  Sitter,  pres. 

1865 

13 
17 

1614 
1740 

10609 
9434 

114 

iS 

m 

14.2 

-14.7 

m 

MOBIL 

58995.0 
10.1 

L.A.Noto,  chmn.,  pres.,  CEO  &  COO   1408         12       1460  7230 
A.  E.  Murray,  chmn.  &  CEO                367        -86       5220*  14064 

'ir:  .ces  Si  Z  ~   -  =  ';ge~?"t  retention  paid  in  connection  with  retirement  2/'28'94. 

139 

m 

9.9 

-5.5 

n 
a 

OCCIDENTAL 
PETROLEUM 

9236.0 
-3.6 

R.  R.  Irani,  chmn.,  pres.  &  CEO 
D.  R.  Laurance.  exec,  v-p 

3419 
1155 

-7 
5 

2421 
425 

17487 
4490 

124 

m 

0.3 

-141.3 

a 
a 

PENNZOIL 

2552.9 
-23.6 

J.  L.  Pate,  chmn.,  pres.  &  CEO 
T.  M.  Hamilton,  group  v-p-oil  &  gas 

831 
395 

-15 
-14 

133 
82 

3181 
1548 

94 

m 
m 

-3.8 

-784.0 

u 

d] 

PHILLIPS 
PETROLEUM 

12211.0 
16.4 

W.  W.  Allen,  chmn.  &  CEO 
C.  J.  Silas,  chmn.  &  CEQ-^ 

1581  119 
742  -52 
been  determined. 

345' 
30' 

3478 
5051 

150 

m 

iH 

11.8 

361.1 

m 
m 

SUN 

7702.0 
5.2 

R.  H.  Campbell,  chmn.,  pres.  &  CEO 
D.  E.  Knoll,  sr.  v-p 

772 
354 

-31 
-24 

0 
10 

2543 
1143 

112 

m 
m 

0.9 

NA 

m 
m 

TEXACO 

32781.0 
9.9 

A,  C.  DeCrane,  Jr,,  chmn.  &  CEO 
A.J.  Krowe.  vice-chmn.  &  CFO 

1532 
1033 

-10 
-8 

1279 
707 

9312 
5102 

113 

11.0 

-24.4 

la 

IS 

USX-MARATHON 
GROUP 

12757.0 
10.0 

C.  A.  Corry,  chmn.  &  CEO-USX  Corp.*  2186 
V.G.  B^ini,v<hmn.:  pres. -Marathon  1109 

•Sar^e  coir.persa:  ;  -  =                    USX-'J.  S-  Steel- 

28 
21 

80 
9 

5533 
3482 

77 

a 
a 

NA 

NA 

NA 
NA 

21  NONBANK  FINANCIAL  (FINANCIAL  SERVICES: 

AETN4  LIFE 
&  CASUALTY 

17524.7 
8.5 

R.  E.  Compton.  chmn.,  pres.  &  CEO 
D.  P.  Kearney,  exec,  v-p 

1075 
700 

-19 
-10 

1 

219 

4124 
2457 

125 

a 
m 

-0.1 

24.2 

[a 
m 

AFUC 

6110.8 
16.7 

D.  P.  Amos.  pres.  &  CEO 
P.  S.  Amos.  chmn. 

1726 
1949 

10 
15 

1938 
1773 

12950 
10708 

139 

ai 
in 

17.2 

3.8 

a 
a 

ALLSTATE 

21454.3 
5.7 

W,  E.  Hedien.  chmn.  &  CEO  767 
J.  D,  Choate,  chmn.  &  CEO  542 

■Inciuces  S':-2  r"   a.vara  paid  upon  retirement  12'3L'S4 

-49 
-24 

2530* 
0 

6624 
1756 

NA 

NA 
NA 

3.8 

NA 

NA 
NA 

/ 

AMERICAN  EXPRESS 

14282.0 
21.9 

H.  Golub.  chmn.  &  CEO 
J.  E.  Stiefler,  pres. 

3077 
2255 

13 
14 

1800 
1793 

15373 
10395 

176 

a 
a 

15.3 

107.9 

a 
a 

AMERICAN  GENERAL 

4841.0 
14.8 

H.  S.  Hook,  chmn.  &  CEO 
J.  R.  Tuerff.  pres. 

1960 
750 

11 
29 

624 
112 

10810 
2745 

142 

a 
m 

10.4 

34.1 

a 

IS 

AMERICAN  INTL. 
GROUP 

20740.5 
13.4 

M.  R.  Greenberg,  chmn.  &  CEO 
E.  E.  Matthews,  vice-chmn. -finance 

May  coTita  '                    '  ::^'ce. 

3750 
767 

61 
15 

8330 
3580 

24319 
7591 

151 

a 

12.9 

-0.4 

a 
a 

AON 

4156.9 

14.5 

P.  G.  Ryan,  chmn.,  pres.  &  CEO 

H.  N.  Medvin,  exec,  v-p,  CFO  &  treas. 

1384 
687 

16 
17 

0 
0 

3659 
1787 

135 

ffl 
m 

12.2 

7.8 

m 
m 

SEAS  STEARNS 

3304.3 
11.1 

J.  E.  Cayne,  pres.  &  CEO 
A.  C.  Greenberg,  chmn. 

7666 
10981 

-8 
-8 

6905 
3591 

45215 
46319 

122 

m 
si 

20.5 

-26.2 

m 
m 
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!  Of-ilEP  4  >U&)ECI  10  CHAI  JGE  WfTHOtH  rifilirf   TPEAC'  liC-HTii  DUVE  I^E'.K'NSieir  Off  POAD  'DI<P34  LAND  ROVER  NORTH  AMERICA  INC 


Vheii  was  the  last  time  the  British  were  this  excited  about  anything? 


S 


ucli  festix'ity  is  understandable. 
Not  merely  beeause  the  1905  Rani;e 
Rover  4.0  SE  is  the  first  entirely  new 
Ran}5e  Rover  in  25  years.  But  also  lieeause 
there's  never  been  a  \  ehiele  like  it. 

Oh'-road,  its  new  4.()-liter  \'S  eniiine, 
along  with  second-tjeneration  eleetronie 
traction  control  and  all-terrain  ^\BS, 
makes  it  easier  than  ever  to  j^racetiiUy 
conquer  minor  obstacles. 
Like  Guatemala. 

And  on-road,  the  new  Range  Rowr  not 


only  puts  otiier  4.\4's  to  shame,  it  also 
out-amenities  other  lu.xury  cars. 

The  tact  is,  tVom  dual  airbags  to  the 
Range  Ro\-er's  unic|ue  electronic  air 
susjicnsion,  we  rethought,  redesigned. 


RANGE  ROVER 


and  upgraded  virtually  1()()"(>  of  c\  ery 
system,  and  cs  ery  last  feature  and  func- 
tion in  the  Range  Rover,  to  create  the 
Range  Rox  cr  4.0  SK. 

( )f  course,  this  new  Range  Rox  er  also 
comes  with  a  new  price  of  S54,OOOf 

To  understand  why  many  people 
already  consider  this  reasonable  for  a 
\'ehicle  so  exceptional,  we  urge  you  to  call 
l-SOO-FINE  4\\rD  for  a  dealer  near  you. 

After  all,  we  may  not  come  out  with 
another  new  Range  Ro\  er  until  2020. 


Al-U'dvs  use  yiiur  scachL  lts.  SRSAiii  Ixi^s  dliinc  tin  unc  iirn-viilc  siifftcicjir  prnlccUnii 


EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY  EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP. 
$000 

TOTAL 
COMP 
■$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

CHANGE 
IN  ROE 

RATING 

BEPKSHikE 
1-  hAWAY 

4127.0 
4.3 

W.  E.  Buffett,  chmn.  &  CEO 
M.  D.  Hamburg,  v-p  &  CFO 

100 
205 

0 
21 

0 
0 

300 
513 

225 

m 

m 

5,4 

-27.2 

m 
m 

iiLOCK  (H&R) 

1329.1 
35.4 

T.  M.  Bloch,  pres.  &  CEO 
H.  W.  Bioch,  chmn. 

746 
690 

18 

-4 

300 
343 

3567 
3510 

107 

28.8 

33.7 

m 
m 

CHUBB 

5695.5 
12.4 

D.  R,  O'Hare,  chmn.  &  CEO 
R  0  Smith,  pres. 

1393 
920 

0 
-6 

289 
193 

6441 
4297 

107 

a 

12.1 

-20.2 

m 
a 

CIGNA 

18392.0 

9 

H.  Taylor,  chmn.,  pres.  &  CEO 
J.  G.  Stewart,  exec,  v-p  &  CFO 

1723 
997 

118 

122 

222 
118 

6488 
3320 

119 

m 

6.3 

21,5 

a 
a 

CINCINNATI 
FINANCIAL 

15::. 
10.'* 

R.  B.  Morgan,  pres.  &  CEO 
J.J.  Schlff,  Jr.,  chmn. 

896 
482 

3 
3 

129 
51 

4709 
1982 

153 

m 
m 

10.3 

2.2 

m 
m 

UNA  rlNANLIAL 

1 1 000.0 
0.7 

D.  H.  Chookaszian,  chmn.  &  CEO 
P.  L.  Engel,  pres. 

1242 
826 

-16 
-3 

0 
0 

2352 

DO 

111 
m 

-2.9 

0 

m 

DEAN  WITTER 
DISCOVER 

18.4 

P.  J.  Purcell,  chmn.  &  CEO 
R.  M.  DeMartini,  pres. 

3200 
2100 

2 
0 

0 
0 

13165 
7890 

NA 

NA 
NA 

17.4 

NA 

NA 
NA 

rnt  iicA  V 
tUUIrAA 

33.3 

C.  B.  Rogers,  Jr.,  chmn.  &  CEO             554*          7  1668 

D.  W.  McGlaughlln,  pres.  &  COO          557*        14  1103 

'Excludes  $769,597  &  $221 ,214  (respectively)  bonus  received  in  restricted  stock. 

5526 
3550 

177 

m 

30.4 

115.4 

m 

Q] 

Er  .tiLE 

6447.3 
11.3 

R.  H.  Jenrette,  chmn.  &  CEOt 
J.J.  Melone,  pres.  &  COOt 

May  contai:^  data  ^rorr  pre'im:nary  source. 

7730 
2680 

-36 
36 

900 
800 

7282 

NA 

MA 

NA 

5.5 

Wry 

l:21 

m 

FIRST 

FINANCIAL  MGMT. 

2204.7 
11.7 

P.  H.  Thomas,  chmn.,  pres.  &  CEO 
R.  D.  Jackson,  vice-chmn.  &  COO 

6910 
745 

10 
3 

0 

353 

21369 
2512 

226 

S 

m 

7.8 

30,4 

a 
m 

Cf DCT  IICA 

rlKol  UoA 

898.2 
21.0 

J.  C.  Tolleson,  chmn.  &  CEOt 
R.  W.  Vague,  pres.t 

1040 
650 

26 
40 

531 
531 

4642 

NA 

16.3 

[91 

m 

rKANMIN 

RESOURCES 

844.0 
25.9 

C.  B.  Johnson,  pres.  &  CEO 
M.  L.  Flanagan,  sr.  v-p  &  CFO 

743 
1050 

16 
-81 

0 

700 

1942 
NA 

129 

m 

NA 

25.6 

-4.5 

m 

NA 

utNtKAL  Kt 

oBo/.U 
13.5 

R.  E.  Ferguson,  chmn.,  pres.  &  CEO 
J.  C.  Etiing,  vice-chmn. 

May  contain  data  from  preliminary  source. 

1458 
1016 

6 
15 

1410 
273 

8274 
3517 

127 

H 

n 

13.9 

-18.5 

a 

SI 

pni  ncu  uuccT 

FINANCIAL 

lyUD.o 
11.5 

H.  M.  Sandler,  chmn.  &  CEO* 
M.  0.  Sandler,  chmn.  &  CEO* 

'Both  executives  hold  the  title  of  CEO. 

901 
901 

5 
5 

227 
1250 

7RQQ 

10621 

13.7 

— ou.u 

(41 

a 

GREAT  WESTERN 
FINANCIAL 

2998.0 
9.3 

J.  F.  Montgomery,  chmn.  &  CEO 
J.  F.  Maher,  pres.  &  COO 

1674 
1186 

31 
25 

0 
0 

yuyo 
6501 

1  C\A 

fZl 

s 

4.3 

— OU.o 

fsl 
SI 

HOUSEHOLD 
INTERNATIONAL 

4603.3 
15.4 

D.  C.  Clark,  chmn,  &  CEO 
W.  F.  Aldinger,  pres.  &  CEO 

1877 
686 

7 
NA 

921 
1960 

NA 

1 

NA 

12.8 

NA 

JEFFERSON-PILOT 

1268.8 
13.1 

D.  A.  Stonecipher,  pres.  &  CEOt 
K.  C.  MIekush,  sr.  v-p 

May  con!a:n  data  from  preliminary  source. 

1119 
478 

13 

-1 

204 
66 

C.  f  1  d. 

1154 

i  DU 

m 

ffl 

12,6 

i  D.  i 

m 

LU 

m 

LOEWS 

13083.5 
5.0 

P.  R.  Tlsch,  co-chmn.  &  co-CEO 
J.  S.  Tisch.  pres.  &  COO 

1937 
697 

2 
26 

26 
26 

5596 
1825 

82 

m 
m 

4,8 

-68.9 

m 

MARSH  &  Mclennan 

3435.0 
26.2 

A.J.  C.Smith,  chmn.  &  CEO  2101 
L.J.  Lasser,  pres. -Putnam  Investments  11320 

20 
185 

1150 
368 

12458 
22774 

107 

s 
m 

26,0 

-11.4 

m 
a 

MERRILL  LYNCH 

18233.1 
19.7 

D.  P.  Tully,  chmn.  &  CEO 
D.  H.  Komansky,  pres.  &  COO 

4840 
3200 

-28 
-28 

1059 
626 

25503 
13210 

128 

a 

m 

21,9 

11.0 

a 
a 

PROGRESSIVE 

2406.6 
24.9 

P.  B.  Lewis,  chmn.,  pres.  &  CEO 

M.  C.  Murr,  Chief  Investment  Officert 

2063 
2316 

-18 
22 

0 

1000 

6723 
5683 

198 

m 
m 

25,9 

238.4 

m 
m 

PROVIDIAN 

3011,5 
13.6 

I.W.  Bailey  II,  chmn.  &  CEO 
S.J.  Mehta,  pres.  &  COO 

1190 
814 

4 
15 

1540 
620 

3639 

LiJ 

w, 

14,3 

~0.y 

11 

SAFECO 

3537.1 
11.1 

R.  H.  Eigsti,  chmn.,  pres.  &  CEO 
B.  A.  Dickey,  exec,  v-p  &  CFO 

601 
385 

6 
7 

467 
287 

1882 

1  1  Q 

m 
d] 

13,1 

m 

SALOMON 

6278.0 
-12.6 

R.  E.  Denham,  chmn.  &  CEO              1000  -26 
R.  H.  Mundheim,  exec,  v-pt              1048*  2 
'Incluaes  $798,000  guaranteed  bonus  under  employment  contract. 

0 

276 

3042 

La 

m 

6,7 

m 

SCHWAB  (CHARLES) 

1262.8 
29.0 

C.  R.  Schwab,  chmn.  &  CEO 

D.  S.  Pottruck,  pres.  &  COO 

3273 
1321 

3 

-5 

0 

1578 

9629 
5400 

175 

m 
m 

31,1 

17,1 

m 
m 

ST.  PAUL 

4701.3 
15.9 

D.  W.  Leatherdale,  chmn.,  pres.  &  CEO 
P.  A.  Thiele,  exec,  v-p  &  CFO 

1294 
694 

11 
22 

420 

565 

3962 
2231 

135 

m 
m 

6,3 

1.4 

m 
m 

TORCHMARK 

1922.6 
21.6 

R.  K.  Richey,  chmn.  &  CEO 
K.  A.  Tucker,  vice-chmn. 

1936 
1100 

-9 
0 

0 
0 

30651 
3260 

100 

m 
n 

21,5 

-3.2 

a 

m 

TRANSAMERICA 

5355.0 
15.7 

F.  C.  Herringer,  pres.  &  CEO 
D.  R.  Carpenter,  exec,  v-p 

1537 
1144 

-14 
1 

233 
0 

5439 
4005 

140 

m 
m 

13.8 

403,0 

m 
m 

TRAVELERS 

18464.7 
15.8 

S.I.  Weill,  chmn.  &  CEO  3903 
R.  F  Greenhill,  chmn.  &  CEO-Smith  Barney  5080 

-9 
28 

8266 
2129 

132614 
NA 

172 

m 

NA 

15,2 

8,0 

H] 

NA 

1365.5 
8.4 

R.C.  Vie,  pres.  &  CEO 
J.  W.  Burkett,  v-p 

481 

311 

20 
10 

0 

0 

1246 
NA 

131 

m 

NA 

7.1 

15,9 

ffl 
NA 

.■^i                EQUIPMENT  &  COMPUTERS  (INDUSTRIAL:  HIGH  TECH) 

AfPLE  COMr  -JTER 

9551.9 
17.9 

M.  H.  Spindler,  pres.  &  CEO 
1.  Diery,  exec,  v-p 

934 
604 

-6 
-10 

0 
0 

6357 
3178 

72 

B 

a 

15.5 

2.0 

m 
m 

V/LCK  ■  APRIL  24,  1995 
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EXECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY  EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANMjAL 

COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CCRPOPvATE  PROFIT 

SALES:  $  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

CHANGE 

ROE:% 

&  BONUS 

FROM 

COMP. 

COMP 

OF  $100 

ROE 

IN  ROE 

SOOO 

1993 

$000 

'  $000 

INVESTED 

RATING 

% 

% 

RATING 

A''~   '^riC  DATA 

2634.2 

J.  o.  Wc5iun,  cnmn.  «  vrCw 

1  nAQ 

i  U03 

o 

1  7Q9 

16764 

132 

H 

19.5 

-11.9 

111 

vESSING 

19.0 

A.  F.  Weinbach,  pres.  &  COO 

616 

14 

1474 

6307 

B 

(3) 

CISCO  SYSTEMS 

1540.2 

J.  P.  Morgridge,  pres.  &  CEO 

386 

7 

0 

1078 

424 

m 

34.0 

-7.1 

m 
111 

31.5 

J.  T.  Chambers,  exec,  v-p 

346 

10 

14681 

34797 

a 

COMPAQ 

10866.0 

E.  Pfeiffer,  pres.  &  CEO 

5050' 

102 

9642*' 

22629 

449 

m 

17.2 

248.1 

m 

COMPUTER 

23.6 

G.  Stimac,  sr.  v-p 

1000 

14 

14228" 

22787 

E 

a 

'    :jde5  $1.5  mil  for  reimbursement  of  taxes.  "Excludes  $750,000  &  $225,000  unfunded  deferred  bonus  (respectively). 

COMPUTER 

2454  - 

C.  B.  Wang,  chmn.  &  CEO 

6729 

82 

0 

13179 

430 

m 

28.1 

73.8 

m 

ASSOCIATES  INTL. 

28 

S.  Kumar,  pres.  &  COO 

2090 

124 

881 

4492 

m 

m 

DIGITAL  EQUIPMENT 

1377 /.o 

R.  B.  Palmer,  pres.  &  CEO 

900 

22 

0 

NA 

60 

NA 

-39.4 

NA 

NA 

-65.1      G.T.  Brebach,  Jr.,  v-p  978       192  0*  NA  NA  NA 

'Exciijdes  5350.000  severance  to  be  paid. 

FIRSTDATA                ;552.2      H.  C.  Duques,  chmn.  &  CEO               420           2            0           1902       NA       NA        18.8     -1.6  M 
_2_0^5    _W^M.  Hoff,exec^v-p_  _3_0_9  ^9  0  1518  N_A_  Q] 

HEWLETT-PACK  HU    26613-.0      L.  E.  Piatt,  chmn.,  pres.  &  CEO           1179         35       2182            5687      180        M         14.4     70.5  lU 
 17^7  _  _  R._P.  Wayrnan,  exec._v-p  &  CFOt_   _  _  _  686  ^17        1045  3385   [|  @ 

IBM  64052.0      L.  V.  Gerstner,  Jr.,  chmn.  &  CEO         4600         65       7753'  NA        91        NA      -18.3        NA  NA 

13.2      P.J.  Rizzo,  vice-chmn.t  2300         34  0  NA  NA  NA 

'Includes  S7.8  mil  paid  to  cover  RJR  stock  options  (employment  agreement). 


MICROSOFT  5266.0     W.  H.  Gates  III,  chmn.  &  CEO  458  9  0  1161      165        E]  NA       NA  NA 

29.4     B.  P.  Vergnes,  sr.  v-p  497         20  0  16933  [H  NA 


NOVELL 

2003.0 
12.2 

R.J.  Frankenberg,  chmn.  &  CEO          775*       NA  612 
J.  A.  MarengI,  exec,  v-p                     500         43  316 

'Includes  $300,596  paid  in  connection  with  relocation  (became  CEO  4/4/94). 

NA 
1496 

57 

NA 

m 

11.8 

-55.2 

NA 

SI 

ORACLE  SYSTEMS 

2377.7 
41.2 

L.J.  Ellison,  pres.  &  CEO 
R.  J.  Lane,  exec,  v-p 

2410 
1223 

12 
24 

0 
0 

5660 
NA 

609 

m 

NA 

35.5 

191.7 

m 

NA 

PARAMETRIC 
TECHNOLOGY 

262.8 
26.9 

S.C.  Walske,  chmn.  &  CEO                 726          12       8179  34076 
S.  P.  Geisberg,  chmn.  &  exec.  V-p*      1401**     116      16943  39672 

'Resignec  S  1 9  9-^-,  "  'BorL.s  :ncluaes  $700,000  payable  in  connection  with  resignation. 

229 

m 
m 

27.7 

9.5 

a 
a 

PITNEY 
BOWES 

3270.6 
20.0 

G.  B.  Harvey,  chmn.,  pres.  &  CEO 
M.  C.  Breslawsky.  vice-chmn. 

1390 
889 

10 
22 

2144 
451 

9303 
4163 

109 

B 

m 

19.3 

24.9 

m 
m 

SEAGATE  TECHNOLOGY  3973.0 
18.0 

A.  F  Shugart,  chmn.,  pres.,  CEO  &  COO 
D.  L.  Waite,  sr.  v-p  &  CFO 

'Includes  one  extra  pay  period. 

1161* 
755* 

21 
20 

4447 
98 

8314 
3030 

263 

m 
m 

14.7 

119.8 

m 
m 

SILICON  GRAPHICS 

1761.0 
17.2 

E.  R.  McCracken,  chmn.  &  CEO 
T.  A.  Jermoluk,  pres.  &  COO 

1256 
911 

33 
46 

0 

4755 

5912 
9300 

276 

m 
m 

1.4 

81.2 

a 
a 

SUN 

MICROSYSTEMS 

5347.5 
14.4 

S.  G.  McNealy,  chmn.,  pres.  &  CEO 
E.  J.  Zander,  pres. -sub. 

1215 
596 

87 
39 

125 
631 

4448 
3860 

125 

m 
m 

11.9 

-8.3 

m 
m 

TANDEM  COMPUTERS 

2167.1 
18.0 

J.  G.  Treybig,  pres.  &  CEO 
R.  Pleper,  sr.  v-p± 

933 
469 

17 
283 

0 
129 

2413 
NA 

152 

m 

NA 

-19.1 

539.0 

NA 

3COM 

1013.7 
-13.8 

E.  A.  Benhamou,  pres.  &  CEO 
R.  J.  Finocchio,  Jr.,  exec,  v-p 

477 
337 

20 
6 

1708 
2392 

3486 
3977 

917 

m 
m 

-3.0 

-757.6 

m 
m 

XEROX 

16831.0 
17.3 

P.  A.  Allaire.  CEO 

B.  D.  Romeril,  exec,  v-p 

3392 
1958 

158 
287 

3433 
360 

11306 
NA 

158 

a 

NA 

0.5 

141.1 

a 

NA 

23  OIL  SERVICE  &  SUPPLY  (RESOURCES) 

BAKER  HUGHES 

2487.1 
7.9 

J.  D.  Woods,  chmn.,  pres.  &  CEO 
M.  L.  Lukens,  v-p 

1418 

739 

58 
67 

294 
0 

5745 
2332 

102 

m 
m 

3.6 

-29.8 

a 

B 

HALLIBURTON 

5740.5 
9.6 

T.  H.  Cruikshank,  chmn.  &  CEO 
W.  B.  Pieper,  vice-chmn.  &  COO 

1200 
843 

50 
70 

0 

463 

2800 
2836 

127 

m 
m 

-1.8 

682.9 

m 
m 

SCHLUMBERGER 

6696.8 
11.7 

D.  E.  Baird,  chmn.  &  CEO 
V.  E.  Grijalva,  exec,  v-p 

1600 
830 

0 
34 

276 
0 

5926 
2476 

87 

m 
m 

13.5 

^4.7 

m 
m 

24  PAPER  &  FOREST  PRODUCTS  (RESOURCES) 

GEORGIA-PACIFIC 

12782.0 
13.2 

A.  D.  Correlt,  chmn.  &  CEO                3686*        82  466 
D.  K.  Mortensen,  exec,  v-p               3125*      101  0 

'Includes  $2  0  mH  &  $2.3  mil  (respectively)  for  taxes  on  vested  restricted  stock. 

9789 
6938 

142 

a 
a 

3.4 

NA 

m 
m 

INTL.  PAPER 

14966.0 
6.6 

J.  A.  Georges,  chmn.  &  CEO 
J.  T.  Dillon,  exec,  v-p 

2069 
800 

47 
28 

1212 
430 

9487 
4000 

114 

a 
m 

4.5 

-4.6 

a 
m 

jAMES  RIVER  CORP. 
OF  VIRGINIA 

5417.3 
-4.1 

R.  C.  Williams,  chmn.,  pres  &  CEO 
R.  L.  Singer,  CEO-sub.t 

1220 
698 

48 
16 

0 
0 

3056 
1896 

110 

m 
m 

-5.1 

-271.2 

m 
a 

KIMBERLY-CWRK 

7364.2 
20.6 

W.  R.  Sanders,  chmn.  &  CEO 
J.  D.  Bernd,  exec,  v-p 

1143 
555 

8 
8 

476 
1129 

4541 
3324 

109 

m 
m 

19.1 

2.2 

m 
m 

LOUISIANA-PACIFIC      3039.5     H.  A.  Merlo,  chmn.,  pres.  &  CEO          911         22       4256          17947      193        B         16.0   303.9  13 
18.8     J.  Eisses,  exec,  v-p  390  4        1064   7276   ^  ^ 


MEAD                       4557.5      S.  C.  Mason,  chmn.,  pres.  &  CEO        1411          40  228  3501  150        [2]  4.8    -19.7  IS 

4.1      S.S.  Benedict,  pres.  &COO*t             951          18  107  2454  H  M 

_  _-Retire_d_12/l,94.  

SCOTTPAPE:!            3581. f     A.  J.  Dunlap,  chmn.  &  CEO              3576         NA  3955*  NA  205       NA  1.6       NA  NA 

15.1      P.  N.  White,  sr.  v-p                          599        140  2316  3887  IH  Q] 
'Includes  $774,200  paid  pursuant  to  employment  agreement. 
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reflex  in  the  body. 


So  why  does  it  take  so  long  to  get 
a  reaction  out  of  your  software  company? 

When  there's  a  problem  with  your  information  system,  time  stands  still.  And 
your  patience  begins  to  dwindle.  That's  why  when  you  buy  J.D.  Edwards 
enterprise  business  software,  we'll  take  responsibility  for  it  rvinning  smoothly  for 
years  to  come.  Should  a  problem  ever  arise,  we'll  have  experts  working  with  you 
in  a  matter  of  minutes.  Give  or  take  a  few  hundredths  of  a  second.  To  find  out 
how  J.D.  Edwards  software  can  work  for  you,  call  us  at  1-800-727-5333,  ext.  102. 

JDEdwards 

—    SoFiwARE     For    A    Changing    World"  ' 


©l-jy?  I  D  Edwards  &  Company 


EXECUTIVE  COMPENSATION  SCOREBOARD 

I 

COMPANY 

EXECUTIVE 

1994  COMPENSATION 

1992-94  PAY-PERFORMANCE  ANALYSIS 

0. 

I'"  ' 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS  SHAREHOLDER  RETURN 

PAY  VS 

CORPORATE  PROFIT 

MliS:  $  MILLIONS 

ROE:% 

SALARY 
&  BONUS 
$000 

CHANGE 

FROM 

1993 

TERM 
COMP, 
$000 

TOTAL 
COMP 
.$000 

S  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

UNION  OftMP 

3395.8 
6.4 

W.  C.  McClelland,  chmn.  &  CEO 
R.  E.  Cartledge,  chmn.  &  CEOt 

965 
1036 

85 
40 

172 
127 

2152 
3210 

104 

B 

m 

3.8 

-0.9 

a 
m 

in 

WESTVACO 

2771.9 
7.2 

J.  A.  Luka,  Jr.,  pres.  &  CEO 
D.  L.  Luke  III,  chmn. 

700 
750 

0 

-2 

0 

965 

1892 
5828 

108 

m 
s 

6.0 

-10.6 

m 
a 

WEYERHAEUSER 

10398.0 
13.7 

J.  W  Creighton,  Jr.,  pres.  &  CEO 
C.  VV,  Bingham,  exec,  v-p 

1314 
636 

18 
7 

102 
1358 

3785 
3671 

149 

m 
m 

12.4 

NA 

m 
ffl 

WILLAMEHE 

INDUSTRIES 

3007.9 

12, S 

A.  Swindells,  chmn.  &  CEO 
i.  R.  Rogel,  pres.  &  COO 

615 
508 

5 
9 

235 
89 

3040 
1655 

169 

ffl 
m 

9,5 

177,8 

ffl 

ffl 

m 

2S  PERSONAL 

PRODUCTS   (CONSUMER  PRODUCTS) 

m 

AVON  PRODUCTS 

4265.5 
149.3 

J.  E.  Preston,  chmn.  &  CEO 
E.  J.  Robinson,  pres.  &  COO 

1050 
1038 

14 
50 

0 
0 

3921 
2887 

141 

m 
m 

95.0 

95.1 

ffl 
ffl 

m 

CLOROX 

1907.2 
21.4 

G.C.  Sullivan,  chmn.  &  CEO               974*        20       1198  3915 
N.  P.  DeFeo,  group  v-p                      539*        NA        638**  NA 

•Bonus  excludes  $61,353  &  $35,000  (respectively)  stock  premium  paid  in  restricted  stock.  ' 

151 
'Excludes '. 

Q]         18.3  218.8 
NA 

11.2  mil  for  relocation  exoenses. 

in 

NA 

m 

COLGATE- 

PALMOLre 

7587.9 
31.1 

R.  Mark,  chmn.  &  CEO 

W.  S.  Shanahan,  pres.  &  COO 

2359 
1297 

9 
8 

13412 
6397 

43015 
16717 

138 

m 
m 

25.7 

451.0 

111 

SI 

m 

Gil';  Tt 

6070.2 
35.3 

A.  M.  Zeien,  chmn.  &  CEO 
R.  J.  Murray,  exec,  v-p 

2000 
827 

26 
10 

2545 
273 

12757 
5178 

138 

m 
m 

33.2 

-2.1 

|3] 

m 

m 

PROCTER  &  GAMBLE 

31572.0 
24.1 

E.  L.  Artzt,  chmn.  &  CEO 
J.  E.  Pepper,  pres. 

"1994  bonus  is  estimated 

2290* 
1614* 

8 

9 

565 
1093 

14932 
9362 

140 

m 
a 

15,4 

9,2 

a 
a 

- 

m 

26  PUBLISHING,  RADIO  &  TV  BROADCAST 

(SERVICE) 

CAPITAL  CITIES/ABC 

6379.2 
16.8 

T.  S.  Murphy,  chmn.  &  CEOt 
D.  B.  Burke,  pres.,  CEO  &  COO*t 

'Served  as  CEO  until  2,a'94. 

1361 
593 

132 

-49 

7481 
2194 

12307 
7136 

197 

a 

m 

13.4 

53,6 

a 
a 

17  R 

CBS 

3711.9 
109.1 

L.  A.  Tisch,  Chmn.,  pres.  &CEO  1000 
P.  P.  Tortorici,  pres.-sub.  2167 
'Includes  $986,630  salary/bonus  deferred  until  retirement 

-48 
48 

987* 
0 

5485 
5227 

197 

m 
m 

56.7 

NA 

ffl 
ffl 

iOII 

iii 
»ii»ii 

DOW  JONES 

2091.0 
12.2 

P.  R.  Kann,  chmn.  &  CEO 
K.  L.  Burenga,  pres.  &  COO 

1050 
765 

8 
10 

1104 
779 

5792 
4053 

129 

m 
m 

10.1 

143.2 

m 
m 
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XECUTIVE  COMPENSATION  SCOREBOARD 


lOIWPANY   EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 


1994 

lOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

onLMn I 

&  BONUS 
$000 

/o  unnllUL 

FROM 
1993 

TERM 
COMP. 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
Of  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

lUN  &  BRADSTREET 

4895.7 
47.7 

R.  E.  Weissman,  pres.  &  CEO 
C.  W.  Moritz,  chmn.t 

1490 
1496 

18 
-20 

1875 
2873 

7272 
10303 

108 

a 
m 

37.3 

102.9 

m 
m 

lANNEH 

3824.5 
25.5 

J.  J.  Curley,  chmn.,  pres.  &  CEO 
D.  H.  McCorkindale,  vice<hmn. 

1565 
1345 

20 
21 

0 
0 

6490 
4971 

126 

B 

a 

22.8 

30.3 

m 
m 

^NIGHT-RIDDER 

2649.0 
14.0 

J.  K.  Batten,  chmn.  &  CEO 
P.  A.  Ridder,  pres. 

981 
833 

24 

33 

785 

226  ' 

4498 
2391 

104 

m 
m 

12.7 

21.4 

m 
m 

/IcGRAW-HILL 

2760.9 
22.2 

J.  L.  Dionne,  chmn.  &  CEO 
H.  W.  McGraw  III,  pres.  &  COO 

1  {^ri"^ 

1  DUo 

966 

Q 
O 

-1 

1046 
489 

r^ftl  1 
Ool  i 

3171 

1  9ft 

l3l 

m 

m 

iEW  YORK  TIMES 

2357.6 
13.8 

A.  0.  Sulzberger,  chmn.  &  CEO 
L.  R.  Primis,  pres. 

1  ODD 

1101 

62 

336 
267 

^oo  / 

2874 

1  m 

[31 
m 

4  4 

[51 

Lil 
1 

lEADER'S  DIGEST 

2933.4 
27.2 

G.  V.  Grune,  chmn.  &  CEO 
J.  P.  Schadt,  pres.  &  COO* 

•Became  CEO  8/1/94, 

^  1  /  u 

1059 

97 

24 

873 
491 

5319 

1  flQ 

iU  J 

l4l 

a 

LiJ 

m 

ICRIPPS  (E.W.) 

1220.0 
11.4 

L.  A.  Leser,  chmn.  &  CEO 
W.  R.  Burleigh,  pres.  &  COO 

1170 
635 

33 
27 

0 
181 

3230 
1941 

131 

m 
m 

13.6 

19.3 

m 
m 

IME  WARNER 

7396.0 
-8.6 

G.  M.  Levin,  chmn.  &  CEO 

B.  W.  Wasserman,  exec,  v-p  &  CFO 

5180 
2011 

1 
9 

0 
0 

16066 
5605 

165 

m 
m 

-12.0 

NA 

m 
m 

IMES  MIRROR 

3357.4 
6.5 

R.  F.  Erburu,  chmn.,  pres.  &  CEO 
R.  T.  Schlosberg  III,  exec,  v-p 

1923 
922 

64 
68 

0 
0 

1993 

1  1  9 

[31 
m 

D.  i 

Aft  ^ 

rtl 

m 

RIBUNE 

2154.9 
17.7 

C.  T.  Brumback,  chmn.  &  CEO 
J.  W.  Madigan,  pres.  &  COO 

1284 
851 

8 
11 

2786 
2080 

7658 
6277 

141 

B 
B 

15.9 

16.5 

a 
a 

VASHiNGTON  POST 

1614.0 
15.3 

D.  E.  Graham,  chmn.  &  CEO               400  0 
G.W.Ryan,  v-p                            1368*  154 

•Bonus  includes  $675,000  special  deferred  compensation  credit. 

0 

1560 

1584 
4323 

131 

m 
m 

14.1 

18.8 

m 
a 

17  RAILROADS  (transportation) 

:URLINGTON 
iORTHERN 

4995.0 
21.3 

G.  Grinstein,  chmn.  &  CEO 
J.  T.  Chain,  Jr.,  exec,  v-p 

1712 
572 

25 
3 

784 
275 

6843 
2495 

128 

m 
m 

20.0 

NA 

ffl 
m 

lONRAIL 

3733.0 
10.9 

J.A.Hagen,  chmn.  &  CEO  733* 
D.  M.  LeVan,  pres.  &  COOt  343* 

'Excludes  $420,000  &  $177,375  (respectively)  bonus 

10  638 
30  266 

received  in  restricted  stock. 

11201 
4686 

128 

B 

m 

9.4 

NA 

m 
m 
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POWERED 


MOTOROLA. 


MOTOROLA'S  LATEST  BRAINCHILD  IS  SO  SMALL  IT'S  BIG  NEWS.  VISAR  PUTS  FULL-SIZE  TWO-WAY  RADIO 


■  PERFORMANCE  LITERALLY  IN  THE  PALM  OF  YOUR  HAND,  THIS  SMALL  WONDER  IS  POWERED  BY  ANOTHER 

MINIATURE  MOTOROLA  MARVEL  — A  68HC1 1  MICROCONTROLLER,  MAKING  ALL  SYSTEMS  GO.  FROM  WIRELESS  COMMUNICATIONS  TO  AUTOMOTIVE 

MOTOROLA 

Semiconductor  Products  Sector 

FOR  INFORMATION  CALL  1-800-521-6274 


ELECTRONICS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE. 


EXECUTIVE  COMPENSATION  SCOREBOARD 


lEI 


COMPANY 


EXECUTIVE 


1994  COMPENSATION 


1992-94  PAY-PERFORMANCE  ANALYSIS 


1 

TOTAL  ANNUAL  COMP, 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS. 

CORPORATE  PROFIT 

SALES:  $  MILLIONS 
ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP. 
$000 

TOTAL 
COMP 
,  $000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 

% 

RATING 

csr 

9608.0 
17.5 

J.  W.  Snow,  climn.,  pres.  &  CEO 
A.  R.  Carpenter,  pres.  &  CEO-CSXT 

1954 
897 

18 
6 

1415 
580 

12955 
4819 

129 

a 
m 

9.8 

NA 

SI 

m 

.NORFOLK 
SOUTHERN 

4581.3 
14.1 

D.  R.  Goode,  chmn.,  pres.  &  CEO  1237 
J.  R.  Turbyfill,  vice-chmn.  953 

*l?-:-i  !ring4erm  incentives  have  not  been  determined. 

2 
-6 

205* 
179* 

4054 
4472 

112 

m 
ffl 

13.1 

NM 

m 
m 

SANTA  FE  PACIFIC 

2680.9 
15.9 

R  •:  Krebs,  chmn.,  pres.  &  CEO 
..  Springer,  sr.  v-p  &  CFO 

714 
514 

20 
62 

6354 
0 

12434 
2123 

202 

u 
m 

16.5 

70.5 

-w 

m 

UNION  PACIFIC 

7798  0 

IS. 7 

0,  Lewis,  chmn.,  pres.  &  CEO  2543 
R. K.Davidson, chmn.  &CEO-UP Railroad  1420 

-11 
2 

0 

1895 

11096 
11830 

97 

m 
m 

16.3 

NM 

m 
a 

28  RETAILING 


OD)  (SERVICE) 


SAFEWAY 

15626.6 
45.5 

S.  A.  Burd,  pres.  &  CEOt 
K.  W.  Oder,  exec,  v-p 

1263 
814 

15 

-2 

0 
0 

2464 
NA 

180 

m 

NA 

39.4 

23.5 

m 

NA 

WINN-DIXIE  STORES 

11364.9 
19.9 

A.  D.  Davis,  chmn.  &  CEO 
J.  Kufeldt,  pres. 

718 

718 

-4 
-4 

0 

313 

2160 
4129 

148 

m 
m 

22.2 

0.3 

m 
m 

29  m:  ,    una  (nonfood)  (service) 

AI.!T'<,.uN£ 

1574.9 
21.8 

J.  R.  Hyde  III,  chmn.  &  CEO  1163 
P.  R.  Formanek,  pres.  &  COO  904 

'Includes  $2.5  mil  for  noncompete  agreement;  excludes 

5            0  34427 
7       2500*  5033 
$1.3  mil  retirement  benefits. 

145 

m 
m 

22.1 

3.5 

m 
m 

CARDINAL 
HEALTH 

6905.7 
8.9 

R.  D.  Walter,  chmn.  &  CEO 
J.  C.  Kane,  pres.  &  COOt 

797 
616 

11 
4544 

337 
252 

4655 
NA 

191 

m 

NA 

NA 

-22.7 

NA 
NA 

MELVILLE 

11285.6 
12.3 

S.  P.  Goldstein,  chmn.  &  CEO 
H.  Rosenthal,  pres.  &  COO 

1541 
1043 

15 
NA 

516 
154 

5516 
NA 

80 

a 

NA 

11.1 

-23.0 

a 

NA 

NORDSTROM 

3987.1 
15.1 

R.  A.  Johnson,  co-pres.* 
J.  J.  Whitacre,  co-pres.* 

'Both  executives  serve  as  co-presidents. 

631 
631 

110 
110 

149 
0 

1789 
1268 

120 

m 
m 

13.4 

4.4 

m 
m 

PRICE/COSTCO 

16825.2 
11.3 

J.  D.  Sinegal,  pres.  &  CEO 
J.  H.  Brotman,  vice-chmn. 

300 
300 

0 
0 

0 
0 

7299 
9849 

NA 

NA 
NA 

13.0 

NA 

NA 
NA 

SEARS, ROEBUCK 

54559.0 
13.1 

E.  A.  Brennan,  chmn.,  pres.  &  CEO 
A.  C.  Martinez,  chmn.  &  CEO-sub. 

1658 
2080 

-46 
0 

0 
0 

7755 
9828 

175 

m 
a 

2.8 

43.0 

m 
m 

m 
m 
m 
m 


mil 
m 

m 

SIllSll 

iiiT'ii 
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Showered 


-  CHRYSLER  CIRRUS  LXi 

^  TRADEMARKS  OF  MOTOHOIA  INC.  ALL  RIGHTS  RESERVED.  CIRRUS  1$  A  REGISTERED  TRADEMARK  OF  CHRYSLER  COKP.  MOTOR  TREND  CAR  OF  THE  YEAR  AVWRDED  FOR  1995  MOOa  VEAR 


XECUTIVE  COMPENSATION  SCOREBOARD  

iOMPANY   EXECUTIVE   1994  COMPENSATION  1992-94  PAY-PERFORMANCE  ANALYSIS 

1994   TOTAL  ANNUAL  COMP  lONG-  PAY  VS.  SHAREHOLDER  RETURN  PAY  VS.  CORPORATE  PROFIT 

SALES,  $  MILLIONS  SALARY        %  CHANGE       TERM  TOTAL        $  VALUE  CHANGE 

ROE  %  &  BONUS         FROM         COMP.  COMP       OF  $100  ROE       IN  ROE 

$000  1993  $000  $000        INVESTED      RATING  %  %  RATING 

VALGREEN  9522.6  C.  R.  Walgreen  III,  chmn.  &  CEO  1226  7  270  4208  120  1  TaO  09  WT 
 18.2      L.  D.  Jorndt.  pres.  &  COO  856  13         195  2777  S  S_ 

to  SERVICE  INDUSTRIES  (SERVICE) 

ROWNrNG-FERRIs' "  4679.0     W.  D.  Ruckelshaus,  chmn.  &  CEO       1266*        12         771  3970      140        gl         12.6    119.2  M 

12.8     B.  E.  Ranck,  pres.  &  COO  729*        18         591  2307  [U  m 

"Excludes  $45,920  &  $27,084  bonuses  (respectively)  paid  in  restricled  stock. 

lONNELLEY  (rT  R.]       4888.8     J.  R.  Walter,  chmn.  &  CEO  1345  0         270  4932      125        S         12.0     14.6  B 

,  SONS   13.6  _  R.J^  Cowan,  exec._v-^p_  ___   590  0  94  204 1_  ^  S_ 

EDERAL  EXPRESS       8932.1      F.  W.  Smith,  chmn.,  pres.  &  CEO        1204         95  0  2371      155        [2  9,9       NA  E] 

___1_2^4    _WJ.  Razzouk,_exec._v-p_   l^^  510   2272_  ^  Q]_ 

LUOR                     8487.2     L.  G.  McCraw,  chmn.  &  CEO              1516         12         830          10568      102        H         15.7       8.0  IS 
15,8      H.  K.  Coble,  vice-chmn.   ^740  6          733  6549   ^Sl  ®_ 

ENUINE  PARTS         4858.4     L.  L.  Prince,  chmn.  &  CEO  961         11         439  3165      121        [U         18.2       2.6  [U 

 1A^   _T._C.  Gallagher,  pres^&COO  _6_7_5_  _  _1_1          269  2193  12  @  _ 

RAINGER  ('W."W.)  "     3023.1      D.  W.  Grainger,  chmn.  964         -3  0  2953      110        H]         14.3    -16.6  g] 

-  _  iPi  f .^'f   IH^  3^  9  5? -1  ^  

IUMANA'"  3654.0     D.  A.  Jones,  chmn.  &  CEO  1941  11  0  6102       NA       NA  NA       NA  NA 

16.6      W.  T.  _Smith,_pres^  &  COO  1460  39  0  3122_  NA_  _NA_ 

IANOR  CARE"  1239.5     S.  W.  Bainum,  Jr.,  chmn.,  pres.  &  CEO  733         -5  0  2214      160        H]         15.7    -30.9  g] 

15. 1_  _  _  R.  C.  Hazard^  Jr.,  chnin^  &  CEO-sub.  ^519  8  0  ]412_  ^  g] 

IaVpOWER  4296.4     M.  S.  Fromstein,  chmn.,  pres.  &  CEO  2611        107  0  6754      191        g]       -10.4       NA  Q] 

41.2     J-f^Chait,  exec.  v-_p,  CFq&  secy.__  _7^9^  74  0_  _      1689   \B  □ 

ACIFICARE  3096^5  "a.'rVhoopV  pres.  &  CEO  848         32        334  4015      334        Q]        20.8   -18.8  g] 

EALTH  SYSTEMS  20.9    _  R-_'-Jpeles^exec._v-p   574  ^1_4_      1096   3656   ^  S 

REMIER  778^2    "ma.  Mandel,  chmn.  &  CEO  540  4  0  1560      127        Q]        22.1     -4.7  HI 

^DUSTRIAL  2L8  _  _  P.  S .  Sims^vlce-chmn^  g,_CFO  ^297  5  103  1155  B 

ENeYhEALt¥cARE   ~27T9T4'"j.'cyBarbakow,  chmn.  &CEO  1853         NA  0  NA       89       NA        13.4     86.2  NA 

14.8      M.  H.  Focht,  pres.  &  COO  1124  59        1456  4345  S  g] 
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POWERED   BY  MOTOROLA. 


HERE'S  A  CLOUD  WITH  A  SILVER  LINING.  CHRYSLER  CIRRUS,  MOTOR  TREND'S  1995  "CAR  OF  THE  YEAR,"  DELIVERS 
SKY'STHE-LIIVIIT  FEATURES  AT  A  DOWN-TO-EARTH  PRICE,  WITH  PERFORMANCE  HANDLED  BY  OVER  60  MOTOROLA 
IICONDUCTORS  GUIDING  ALL  ITS  SYSTEMS.  NO  SURPRISE,  REALLY- WE'RE  THE  AUTO  INDUSTRY  CHIP-OF-CHOICE  WORLDWIDE,  FROM  AUTOMOTIVE  ELECTRONICS 
VIRELESS  COMMUNICATIONS,  PRODUCTS  POWERED  BY  MOTOROLA  ARE  FAST  BECOMING  A  WAY  OF  LIFE, 


M )  MOTOROLA 


Semiconductor  Products  Sector 

FOR  INFORMATION  CALL  1-800-521-6274 


EXECUTIVE  COMPENSATION  SCOREBOARD 


Vlrlr  Mn  I 

EXECUTIVE 

1994  COMPENSATION 

1992-94  PAY-PERFORMANCE  ANALYSIS 

TOTAL  ANNUAL  COMP 

LONG- 

PAV  VS,  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

SALARY 

%  CHANGE 

TERM 

TOTAL 

$  VALUE 

CHANGE 

ROE:  % 

&  BONUS 

FROM 

COMP, 

COMP 

Of  $100 

ROE 

IN  ROE 

$000 

1993 

$000 

■$000 

INVESTED 

RATING 

% 

RATING 

U^'':'^.■  Hi-ALTHCARE  3768.9 

W.  W.  McGuire,  CEO 

2687** 

58 

0 

17043 

243 

a 

10.3 

G.  B.  Borkow,  exec,  v-p  &  CFO* 

1351** 

58 

9141 

15198 

ii 

[S 

*Left  comoany  12/31/94. "Includes  $750,000  &  $500,000  (respectively)  one-time  bonus  for  sale  of  subsidiary. 

WMX 

10097.3 

D.  L.  Bimtrock,  chmn.  &  CEO 

2597 

76 

0 

7278 

66 

m 

16.5 

17.2 

a 

TECHNOLOGIES 

17.2 

P.  B  Rooney,  pres.  &  COO 

2029 

103 

0 

26878 

m 

B 

31  STEEL 

(INDUSTRIAL: 

LOW  TECH) 

NUCOR 

2975.6 

r.  K.  Iverson,  chmn.  &  CEO 

1155 

78 

624 

3854 

250 

m 

14.7 

122.0 

m 

20  ■ 

S.  Siegel,  vice-chmn.,  CFO,  treas.  & 

868 

78 

893 

2849 

m 

m 

USX-U  S  STEEL  GROUP 

C.  A.  Corry,  chmn.  &  CEO-USX  Corp.* 

2186 

28 

80 

5533 

141 

m 

NA 

NA 

NA 

.  3 

T.  J.  Usher,  pres.  &  COO-USX  Corp. 

1034 

18 

75 

3094 

m 

NA 

'Same  compensation  also  listed  under  USX-Marathon  Grp 

32  TELEC:  -  .  ./iUNiCATIONS  (TELECOMMUNICATIONS) 


AIRTOUCH  1235-.4     S.  L.  GInn,  chmn.  &  CEO  1111        -32       2119  7613       NA       NA         0.9       NA  NA 

coMMUNic^atONS  ,  _  y-fflTI'Pfe!-:^^^  749      _-_^____ip9?  51?1_  NA  NA 

ALLTH                      2961.7      J.  T.  Ford,  chmn.  &  CEO                   1235         23         377            4571       167        [2]         17.0     ^.1  H 
 16^7  _  _  M^E._Bobbitt^pres_.  &_COO_t  _8_6_7  22  146  2617_  m  S 

AMERfTECH  12569.5     R.  C.  Notebaert,  pres.  &  CEOt  1544         76         244  4310      145        gl         19.3     34.3  M 

 l^l^  _  _R._H.  Brown^  vice-chmn.t  1_028__   _  If          264  4547_   \^  ^ 

AT&T  75094.0     R.  E.  Allen,  chmn.  &  CEO  3499         39       1886  13403      139        \i\        25.0   717.1  M 

 26_,3  _      ?^'!°"i^''«^-j':P_  ^73^  503        622i_  @ 

BELL  ATLANTIC  13791.4     R.  W.  Smith,  chmn.  &  CEO  1610         -5        401  7022      120        [1         19.6     35.6  U 

23.1      R.  M.  Valentin!,  exec,  v-pt  906         -2       1888*  4859  [3]  [U 

'Includes  $1.8  mil  to  be  paid  in  connection  with  retirement  agreement. 

BELLSOUTH  16844.5     J.  L.  Clendenin,  chmn.,  pres.  &  CEO    1482         -1         324  5692      121        [1         11.6     30.7  M 

15.0      W.  0.  McCoy,  vice-chmnt  937  16        1892*  5095  E  S 

'Includes  $1.5  mil  paid  under  retirement  agreement  (excludes  potential  payment  of  $1.9  mil), 

DSC  1003.1  J.  L.  Donald,  chmn.,  pres.  &  CEO    "  8207         59     15619         34181     1852        El         12.7       NA  M 

COMMUNICATIONS  19.1  G.  F  Montry,  sr^v-p  &  CFO  1746  64        5887  J  l?^^,  ^  E 

GTE  19944.0  C.  R.  Lee,  chmn.  &  CEO  2004  15  698  7156  104  S  17.1  69.6  M 
 23^3  K.  B.  Foster,  v-chmn.  &  Pres-Tele  Ops    1 526  34          398  6452_  il   S 

MCI  13338.0      B.C.  Roberts,  Jr.,  chmn.  &  CEO  1819        -16         896  11309      122        S         13.6    -50.0  [g 

coMMUN|CAjioNs  A^  _  _  9-_"-  "'?yJ°'LP^?^-    ^79  Z99°  ^  P_ 

NYNEX                   13306.6     W.  C.  Ferguson,  chmn.  &  CEOt           1895  35  511  6057  108        H  6.5     40.5  ffl 

9.3      I.  G.  Seidenberg,  vice-chmn.  &  pres*     792  7  612  3185  g]  g] 

'Became  CEO  1/1/95. 

PACIFIC  TELEsTs"         9235.0     P.  J.  Quigley,  chmn.,  pres.  &  CEO        1011  27  870  4008  129        11  12.7     65.3  M 

GROUP                        21.7     D.  W.  Dorman,  pres.  &  CEO-Pacific  Bell   823*  NA  23  NA  NA  NA 

'Includes  $300,000  loan  forgiveness 

SBC                      11618.5      E.  E.  Whitacre,  Jr.,  chmn.  &  CEO        2213  3  1948  11655  139        IS  17.5     51.2  B 

COMMUNICATIONS  19^7  Adams,  group  pres.  8_98_  -7  843   5364   m  ® 

SPRINT                   12661.8      W.  T.  Esrey,  chmn.  &  CEO                 2026         20       1601            9651       129        B         15.6     34.4  B 
 19^5  _  _  R.J.  LeMay,  pres.   1214  37          252  4725   \^  P 

TELLABS  494.2     M.  J.  Birck,  pres.  &  CEO  495  26         555  1831      773        Q]         16.5   440.8  □] 

24.7     P.  A.  Guglielmi,  exec,  v-p  &  CFO  344  25       1333  2956  El  El 

May  contain  data  from  preliminary  source. 

USWEST  10953.0  R.  D.  McCormick,  chmn.,  pres.  &  CEO  1267  -1  0  5518  111  S  13.9  234.4  M 
 19.3      C.  M.  Lillis,  exec,  v-p  751  10  0  3203  S  S 


33  TEXTILES,  APPAREL  (CONSUMER  PRODUCTS) 


NIKE 

4100.1 

P.  H.  Knight,  chmn.  &  CEO 

968 

-12 

0 

3032 

106 

m 

18.9 

-29.7 

m 

17.4 

R.  K.  Donahue,  pres.  &  COO 

792 

-15 

0 

2566 

m 

m 

REEBOK 

3280.4 

P.  B.  Fireman,  chmn.,  pres.  &  CEO 

2000 

21 

0 

5254 

122 

m 

22.2 

-7.2 

m 

INTERNATIONAL 

26.4 

P.  R.  Duncan,  exec,  v-p  &  CFO 

1108 

29 

2517 

5314 

m 

m 

SHAW  INDUSTRIES 

2788.5 

R.  E.  Shaw,  pres.  &  CEO 

2010 

19 

0 

5451 

176 

m 

15.3 

11.8 

m 

18.0 

W.  C.  Lusk,  Jr.,  sr.  v-p  &  treas. 

980 

7 

1220 

6272 

m 

a 

UNIFI 

1454.4 

W.  T.  Kretzer,  pres.  &  CEO 

950 

-10 

4 

9767 

120 

m 

18.1 

-46.8 

a 

14.5 

G.  A.  Mebane  IV,  chmn. 

1084 

-14 

4 

8174 

B 

m 

VF 

4971.7 

L.  R.  Pugh,  chmn.  &  CEO 

1878 

48 

519 

9286 

132 

m 

17.1 

-6.8 

m 

15.6 

M.  J.  McDonald,  pres.  &  COOt 

1304 

79 

253 

3003 

m 

m 

34    i  5!E  &  RUBBER   (INDUSTRIAL:  LOW  TECH) 


COOPER  TiRE  &  RUBBER  1403.2 

I.W.  Gorr,  chmn.  &  CEO* 

701 

-14 

527 

3198 

95 

m 

20.3 

7.4 

m 

19.4 

P.  W.  Rooney,  chmn.,  pres.  &  CEO 

643 

8 

0 

1856 

m 

m 

•Resigned  10/17/94. 

GOODYEAP  ~m  &  12288.2 

S.  C.  Gault,  chmn.  &  CEO 

2190 

10 

1014 

16335 

132 

a 

20.2 

641.5 

m 

RUBBER  20.2 

H.  M.  Wells,  vice-chmn.,  pres.  &  COO 

1483 

20 

533 

6319 

a 

m 
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FOOTNOTES  ON  PAGE  9i 


GOLD  CROWN  CLUB 
BEST  GUEST  AMENITIES 


Best  Western  isn't  just 
home  away  from  home, 
s  a  home  office.  Because 
est  of  our  hotels  offer  the 
rvices  and  amenities 
isiness  people  require,  like 
-room  workspace,  restau- 
nts,  and  meeting  facihties. 
id  with  3,400  hotels  in  63 
untries,  many  near  air- 
irts  and  downtown  busi- 
iss  centers,  it's  a  short 
lip  to  a  Best  Western  no 
atter  where  you  go. 

And  if  you  travel  often, 
in  our  frequent  guest 


program.  Gold  Crown  Club 
International.  You'll  accrue 
points  toward  free  tickets 
on  American  Airlines,  golf 
and  ski  awards,  free  stays 
at  Best  Western,  and  valuable 
merchandise  with  each  stay 
If  you're  not  already  a 
member,  please  call  1-800- 
USE-GOLD  to  join  Or  simply 
enroll  the  next  time  you 
check  in. 

And.  for  a  limited  time, 
we  ll  double  the  points  that 
you  earn  on  the  first  night 
of  each  stay.  All  you  need 


to  do  is  charge  your  room 
with  your  Visa  card.  Just 
caU  1-800-528-1234  to  make 
reservations  and  ask  for 
the  "Best  Guest"  Double 
Points  Offer  with  Visa. 

With  all  that  going  for 
us.  Best  Western  and  Visa 
are  far  and  away  the  best 
choices  for  business. 


uVjilable 

•  f(M' newspaper 

"  lice  i.:ocklail/ 
mocktail 

Jt  Free  coflee  in  room 

■X  Free  local  calls 

Free  FAX  service 

t  Free  room  upgratJe 
(when  available) 

Free  continenlal 
breaklasi 

ffl  Free  lull  breaklasi 
Spouse  stays  Iree 
L  Lale  checkout 

CALIFORNIA 
Carlsbad 

BesI  Weslem 
Beacli  Terrace  Inn 

BesI  Western 
Beach  View  Lodge 

'»  PT' t 
Mountain  View 

BesI  Western  Inn 
(near  Hwy  237) 
[D      •"•  Jt  •» 
San  Diego 
Best  Western 
Hanalei  Holel 
m  1*1      L  «  \ 
San  Francisco 
Airport  Area 
(Millbrae) 
Best  Western 
El  Rancho  Inn 

San  Francisco 
Airport  Area  (San  Mateo) 

Best  Western  San  tvlateo 
Los  Piados  Inn 
m  IS]      L  '■'^  t 
San  Jose 

Best  Wesleiii  Galeway  Inn 

Santa  Barbara 

Br'  ,1  Wi-.ti-m 
F''1,|,,T  Fii"'  Inn 

■i  L  J* 
Santa  Monica 
Best  Western  ricean  View 

t  L 
Santa  Rosa 
BesI  Western  Gatden  Inn 

m      I  i.  s  t 
IOWA 

Des  Moines 

Best  Western  Des  lyioines 
W  ExBciitive  Center 

Iowa  City  Area 
(Coralvllle) 

Best  Western  Westtield  Inn 

'  ■)  L  ■»  'JI  # 
MASSACHUSEnS 
Boston 
BesI  Western 
Teitai;e  Ivlotot  Lodge 
m  t 
MICHIGAN 
Delroil 

(Sterling  Heights) 

Best  Western 
Sterling  Inn  Banguet 
&  Conlerence  Center 
(ill      L  ffl  t 
MINNESOTA 
Saint  Cloud 
Best  Western  Kelly  Inn 
M  ("I  »'  L  V  \ 
MONTANA 
Kallspell 

Best  Western  Outlaw  Inn 
L  »  \ 


NEBRASKA 
Lincoln 

BesI  Western 
AAA  Villager  Ivlotor  Inn 
■l'i>L'T^lt«!!it 
Omaha 

Best  Western  Central 
Execulrve  Center 

Omaha  Area 
(Council  Bluffs  lA) 

Best  Western  MeUo 
•  '  L  *"'  ■»  '\ 
NEVADA 
Las  Vegas 

BesI  Western  McCarran 
Inn 

w  L 
NEW  MEXICO 
Albuquerque 

Best  Western  Airport  Inn 

a  <»    «  t  \ 

NEW  YORK 
New  York  City 
(Manhattan) 

Best  Western 
President  Hotel 
m  t 

NORTH  DAKOTA 
Bismarck 

BesI  Western 
Doublewood  Inn 
H'W  L  t 

Best  Western  Fleck  House 

Fargo 

Best  Western 
Doublewood  Inn 
&  Conlerence  Cenler 

T  t 
Grand  Forks 
BesI  Western  Fatjulous 
Westward  Ho  IVIotel 

r<)  L 

Best  Western  Town  House 

a 

Mandan  (Bismarck  Area) 

Best  Western  Seven  Seas 
Inn  &  Conlerence  Center 
■ »'  L  * 
Mlnot 

BesI  Western  International  Inn 

a'*  L  t 

Best  Western  Satan  Inn 

Pr> 

OREGON 

Portland  South 
(Tigard) 

Best  Western  Ctialeau  290 

TEXAS 
El  Paso 

BesI  Western  Airport  Inn 
iU,  l«li  ~'  ■x  t 
WASHINGTON 
Bellevue 

Best  Western  Bellevue  Inn 

a  '*)  L  • 

Mount  Vernon 

Best  Western  Cottontree  Inn 

a  L  t 

Seattle  Area 
(Federal  Way) 

Best  Western 
Federal  Way  Executel 

Tacoma 

Best  Western  Exer^ulive  Inn 

Jjk  s  ffl 
Tacoma  Area 
(Puyallup) 

Best  WesiPin  Park  Plaza 

a'*''~'il»  t  'n 

BRITISH  COLUMBIA 
Vancouver  Airport 
Area  (Richmond) 

BesI  Western  Abercorn  Inn 
PT'A  ft 


YOUR  BEST  BET 
IS  A  BEST  WESTERN. 
1-800-528-1234 


St  Guesl"  Double  Points  Oiter  valid  only  with  use  ot  a  Visa  Card,  Good  at  participating  locations  only  and  may  not  be  combined  witti  any  other  otter.  Otter  ends  fviay  19,  1995   Best  Guesi"  amenities  vary  by  tiotel 

(CI1995  Best  Western  international,  inc.  Best  Western  tioteis  are  independently  owned  and  operated 


COMPANY 


EXECUTIVE 


1994  COMPENSATION 


SALES:  $  MILLIONS 
ROE:  % 


1992-94  PAY-PERFORMANCE  ANALYSIS 


TOTAL  ANNUAL  COMP. 


SALARY 
&  BONUS 

$000 


LONG' 
%  CHANGE  TERM 
FROM  COMP. 
1993  $000 


PAY  VS  SHAREHOLDER  RETURN 


PAY  VS.  CORPORATE  PROFIT 


TOTAL 
COMP 


$  VALUE 
OF  $100 
INVESTED 


RATING 


ROE 

% 


CHANGE 
IN  ROE 
%  RATING 


jOBACCO   (CONSUMER  PRODUCTS) 


7489.7 
19.1 

W.J.  Alley,  chmn.  &CEOt 
T.  C.  Hays,  pres.  &  COO* 

*Bec?'iifc  CEO  1/1/95.  "Excludes  $378,913 

2113**        8       2333          13035  96 
1118**         5         113  5085 

&  $169,919  (respectively)  tax  reimbursement  related  to  fundin 

IS         18.4  0.5 

g  retirement  benefits. 

131 
11 

PHII  IP  MflRRIS 

53776.0 
37.0 

G.  C.  Bible,  chmn.,  pres.  &  CEO 
W.  Murray,  chmn.t 

1904 
2150 

44 

82 

5973 
6063 

13280 
33255 

82 

a 
m 

35.7 

17.7 

[3l 

m 

RIR  NARKPn 

HOLDINGS 

15366.0 

6  f' 

C.  M.  Harper,  chmn.  &  CEO              5061*  73 
J.  W.  Johnston,  chmn.  &  CEO-sub.        2798*  191 

'Excludes  $5.5  m\\  &  $3.5  mil  (respectively)  for  reimbursed  taxes 

0**            NA  51 
255  6008 
**Excludes  $2.1  mil  insurance  premium. 

NA 

m 

4.9 

181.3 

i\i  A 

a 

UST 

1223.0 
107.1 

V.  A.  Gierer,  Jr.,  chmn.,  pres.  &  CEO 
J.  R.  Taddeo,  exec,  v-p 

2410 
1700 

15 
16 

4 
0 

11827 
6015 

94 

a 

82.4 

94.5 

m 
m 

36  UTILITIES 

(UTILITIES) 

AMERICAN  ELECTRIC 
POWER 

5504.7 
II.'S 

E.  L.  Draper,  Jr.,  chmn.,  pres.  &  CEO 
P.  J.  OeMarIa,  treas.  &  exec,  v-p 

'  1994  bonus  estimated. 

829* 
408* 

21 
14 

148 
69 

2080 
1124 

117 

m 
m 

10.5 

0.3 

m 
m 

BALTIMORE 
GAS  &  ELECTRIC 

2783.0 
10.4 

C.  H.  Poindexter,  chmn.  &  CEO 
E.  A.  Crooke,  pres.  &  COO 

662 

DiU 

12 

1  R 

i  0 

0 
u 

1955 

116 

m 

FtI 
bil 

9.8 

17.7 

m 
1 

CAROLINA 
POWER  &  LIGHT 

2876.6 
11.7 

S.  H.  Smith,  Jr.,  chmn.  &  CEO 
W.  Cavanaugh  III,  pres.  &  COOX 

817 

D  /  O 

12 

0 

262 

2862 

117 

m 
m 

13.0 

-20.0 

1 
1 

CENTRAL  & 
SOUTH  WEST 

3623.0 
12.9 

E.  R.  Brooks,  chmn.,  pres.  &  CEO 
T.  V.  Shockley  III,  exec,  v-p 

620 

-1 

A 

~4 

0 
u 

2211 

102 

m 
m 

11.6 

-2.5 

ID 
ID 

CINERGY 

2924.2 
7.9 

J.  H.  Randolph,  chmn.  &  CEO 

J.  E.  Rogers,  vice-chmn.,  pres.  &  COO 

731 
763 

IMA 
NA 

50 
324 

NA 
NA 

107 

NA 
NA 

5.4 

-31.3 

NA 
NA 

CONSOLIDATED 
EDISON  OF  N.Y. 

6373.1 
13.1 

E.  R.  McGrath,  chmn.,  pres.  &  CEO 
R.  J.  McCann,  exec,  v-p  &  CFO 

934 
481 

14 
2 

51 

55 

2559 
1547 

110 

m 

12.3 

14.2 

[2] 

m 

DETROIT  EDISON 

3519.3 
11.8 

J.  E.  Lobbia,  chmn.  &  CEO 
A.  F.  Earley,  Jr.,  pres.  &  COO* 

''JoinGcJ  rompsny  3/01/54 

573 
415 

-8 
NA 

0 
0 

1725 
NA 

93 

m 

NA 

14.9 

-37.5 

NA 

DOMINION 
RESOURCES 

4491.1 
10.4 

T.  E.  Capps,  chmn.  &  CEO 
J.  T.  Rhod6s,  pr6s. 

845 

J  /c5 

17 

A 
4 

0 
/u 

2806 

ioOD 

114 

1 

m 

10.8 

-12.1 

m 
a 

DUKE  POWER 

4488.9 
13.0 

W.  H.  Grigg,  chmn.  &  CEO 

W  ^  1  pp  rhmn    nrp<:  9*  TFO^t 

Ifi  iJ>    ^CCj  Wlllllllij   UIC9>   fX  WtV/  1 

*Retired  6/23/94. 

736 

"7QO 
IOC 

39 

215 

2007 
,34 /y 

125 

m 
s 

12.4 

-0.1 

a 

ENRON 

8904.5 
15.1 

K.  L.  Lay,  chmn.  &  CEO 
R.  D.  Kinder,  pres.  &  COO 

2487 
1624 

5 
3 

7653 
1772 

27531 
12058 

187 

m 

13J 

14.0 

25.7 

m 
m 

FLORIDA  PROGRESS 

2771.5 
10.7 

J.  B.  Critchfield,  chmn.  &  CEO 
R.  Korpan,  pres.  &  COO 

936 
565 

_5 
1 

345 
205 

3174 
2109 

1 14 

m 

111 

NA 

NA 

NA 
NA 

FPL  GROUP 

5422.7 
12.3 

J.  L.  Broadhead,  chmn.,  pres.  &  CEO 
S.  E.  Frank,  pres.  &  COO 

1452 
755 

7 
U 

897 

5380 

■3  "3  "7Q 

113 

11.7 

10.0 

(H 

a 

GENERAL  PUBLIC 
UTILITIES 

3649.5 
6.2 

J.  R.  Leva,  chmn.,  pres.  &  CEO 
1.  H.  Jolles,  sr.  v-p 

May  contain  data  from  preliminary  source. 

574 
328 

-20 
-15 

118 
47 

2218 
1220 

115 

m 

9.4 

-33.8 

a 
a 

HOUSTON 

4001.9 
11.8 

D.  D.  Jordan,  chmn.  &  CEO 
D.  D.  Sykora,  pres.  &  COO 

1709 
1189 

41 
49 

551 
372 

5587 
3757 

101 

H 

SI 

11.5 

-2.3 

a 

IS 

NEW  ENGLAND 
ELECTRIC  SYSTEM 

2243.0 
12.6 

J.  W.  Rowe,  pres.  &  CEO 
A.  D.  Houston,  exec,  v-p 

795 
383 

12 
4 

161 
62 

2529 
1202 

121 

m 
m 

12.5 

1.1 

a 
m 

NIPSCO  INDUSTRIES 

1676.4 
14.5 

G.  L.  Neale,  chmn.,  pres.  &  CEO 
S.  P.  Adik,  exec,  v-p,  CFO  &  treas. 

692 
288 

14 
5 

0 
0 

1667 
797 

131 

m 
m 

13.8 

12.8 

m 
m 

OHIO  EDISON 

2368.2 
12.2 

W.  R.  Holland,  pres.  &  CEO 
H.  P.  Burg,  sr.  v-p  &  CFO 

555 
266 

19 
5 

0 
0 

1377  ■ 
769 

112 

m 
m 

7.6 

21.0 

12] 

m 

PAflFIP  FNTPQPRIQP^ 

2664.0 
13.2 

W.  B.  Wood,  Jr.,  chmn.  &  CEO 
R.  D.  Farman,  pres.  &  COO 

1070 
726 

-7 
7 

0 
0 

2987 
2041 

s 
a 

15.4 

NA 

m 

LU 

m 

PACIFIC  GAS 
&  ELECTRIC 

10447.3 
11.0 

S.  T.  Skinner,  pres.  &  CEO 
R.  A.  Clarke,  chmn. 

710 
891 

22 
8 

60 
54 

2806 
3970 

92 

m 
m 

12.0 

-9.8 

a 
a 

PACIFICORP 

3506.5 
12.6 

F.  W.  Buckman,  pres.  &  CEO*  807 
A.  M.  Gleason,  vice-chmn.,  pres.  &  CEO  1038 

•Became  CEO  2/1/94. 

NA 
0 

879 
0 

NA 
3330 

87 

NA 

m 

9.4 

-8.2 

NA 

a 

PANHANDLE 

tAi ! cKN 

4585.1 
11.1 

D.  R.  Hendrix,  Chmn.  &  CEO                 19*  -18 
P.  M.  Anderson,  pres.                       532  7 

'Reflects  ottier  annual  compensation;  salary  for  1 1/93-11/95  paid 

0  6591 
13  1579 

in  restricted  stock  on  2/93, 

144 

a 

m 

11.2 

73.3 

a 

m 

PECO  ENERGY 

4040.6 
9.1 

J.  F.  Paquette,  Jr.,  chmn.  &  CEO 
C.  A.  McNeill,  Jr.,  pres.  &  COO 

791 
515 

-5 
-4 

0 
0 

3823 
1554 

111 

a 
s 

10.7 

-24.8 

a 
a 

PENNSV-VANIA 
POWERS  LIGHT 

2725.1 
8.8 

W.  F.  Hecht,  chmn.,  pres.  &  CEO  470* 
F.  A.  Long,  exec,  v-p  &  COO  355 

'Excludes  $94,000  incentive  that  executive  decided  to  for 

12 
37 

go. 

0 
43 

1378 
957 

91 

m 
m 

11.6 

-33.4 

m 
a 

POTOMAC  I  lECTRIC 
POWER 

1823.1 
10.8 

E.  F.  Mitchell,  chmn.  &  CEO 
H.  L.  Davis,  vice-chmn.  &  CFO 

633 
464 

-23 
-24 

96 
73 

2130 
1581 

93 

n 

10.8 

-6.5 

a 
a 

PUBLIC  SERViCE 
ENTERPRi.StS 

5915.8 
12.8 

E.  J.  Ferland,  chmn.,  pres.  &  CEO 
L.  R.  Codey,  pres.  &  COO-sub. 

*1994  bonuj  has  not  been  determined. 

652* 
398* 

-27 
-18 

147 
55 

2633 
1408 

112 

a 
m 

11.6 

7.0 

a 
m 
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XECUTIVE  COMPENSATION  SCOREBOARD 


COMPANY 

EXECUTIVE 

1994  COMPENSATION 

1992-94  PAY-PERFORMANCE  ANALYSIS 

1994 

TOTAL  ANNUAL  COMP 

LONG- 

PAY  VS.  SHAREHOLDER  RETURN 

PAY  VS.  CORPORATE  PROFIT 

SALES:  $  MILLIONS 

ROE:  % 

SALARY 
&  BONUS 
$000 

%  CHANGE 
FROM 
1993 

TERM 
COMP, 
$000 

TOTAL 
COMP 
$000 

$  VALUE 
OF  $100 
INVESTED 

RATING 

ROE 

% 

CHANGE 
IN  ROE 
% 

RATING 

AN  DIEGO 

iAS  &  ELECTRIC 

1982.0 
9.2 

T.  A.  Page,  chmn.,  pres.  &  CEO 
S.  L.  Baum,  exec,  v-p 

793 
335 

-7 
-10 

76 
24 

3340 
1322 

105 

S 

m 

12.3 

-36.7 

a 

m 

CANA 

1322.1 
10.7 

L.  M.  Gressette,  Jr.,  chmn.,  pres.  &  CEO  419 
B.  D.  Kenyon,  pres.  &  COO  413 

-34 
3 

173 
82 

2001 
1352 

114 

m 
m 

11.1 

-18.8 

13J 

SI 

CECORP 

8344.6 
11.1 

J.  E.  Bryson,  chmn.  &  CEO 
E.  R.  Muller,  pres.  1 

665 
512 

118 

0 
0 

NA 

79 

NA 

1 1.4 

-10.4 

m 

NA 

ONAT 

1773.9 
10.2 

R.  L.  Kuehn,  Jr.,  chmn.,  pres.  &  CEO 
D.  G.  Russell,  exec,  v-p 

1110 
680 

-46 

460 
279 

oyu  / 
4170 

151 

L^ 

a 

12  7 

35.0 

l4l 

Lis 

a 

OUTHERN 

8297.2 
12.2 

F  1    AHHicnn  rhinn  Si,  PFOt 

A.  W.  Dahtberg,  pres.* 

*Became  chairman  &  CEO  3/95. 

955 
727 

/ 

23 

426 
306 

O  /  0-D 

3258 

LoO 

NA 

NA 

-3.9 

95.2 

NA 
NA 

ECO 
NERGY 

1350.9 
14.1 

G.  F.  Anderson,  pres.  &  COO 

853 
595 

34 
51 

0 
0 

3032 
1717 

111 

m 
m 

14.8 

-13.3 

m 

EXAS  UTILITIES 

5663.5 
8.4 

J.  S.  Farrlngton,  chmn.  &  CEO 
E.  Nye,  pres. 

804 
619 

-7 
-5 

289 
229 

3327 
2537 

99 

a 
a 

7.8 

NA 

UJ 

m 

NION  ELECTRIC 

2056.1 
13.6 

C.  W.  Mueller,  pres.  &  CEO 
C.  J.  Schukal,  sr.  v-p 

520 
289 

/o 

16 

0 
0 

783 

1 1  n 

m 

LLl 

m 

13.2 

-7.2 

m 
m 

/ESTERN  RESOURCES  1617.9 
11.8 

J.  E.  Hayes  Jr.,  chmn.,  pres.  &  CEO 
W.  E.  Brown,  pres.  &  CEO-KPL 

562 
287 

10 
6 

48 

22 

1640 
820 

121 

ffl 

m 

m 

10.8 

15.1 

lij 

m 
LU 

/HEELABRATOR 
ECHNOLOGIES 

1324.6 
12.9 

P.  B.  Rooney,  chmn.  &  CEO 
J.  M.  Kehoe,  Jr.,  pres.  &  COO 

'Compensated  by  WMX  Technologies. 

0* 
546 

-100 
1 

0 
0 

15598 
1611 

87 

m 
a 

14.2 

-8.9 

15J 

m 

/ILLIAMS 

1751.1 
11.1 

K.  E.  Bailey,  chmn.,  pres.  &  CEO 
B.  E.  O'Neill,  pres.-sub. 

'Excludes  bonus  paid  in  restricted  stock. 

550* 
414 

-25 
14 

1270 
82 

4251 
1357 

143 

m 
m 

11.2 

20.8 

Hi 

m 

/ISCONSIN  ENERGY 

1742.2 
10.4 

R.  A.  Abdoo,  chmn.,  pres.  &  CEO  672 
J.  W.  Boston,  v<hmn.;  pres.  &  COO-sub.  418 

May  contain  daia  from  preliminary  source. 

18 
32 

0 
0 

1735 
1021 

114 

m 
m 

10.9 

-20.6 

m 
m 

ALPHABETICAL  LBST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  v^hich  It  is  listed 


ibott  Laboratories  11 

Berkshire  Hathaway  21 

Donnelley  (R,  R  )  &  Sons  30 

Great  Lakes  Chemical  8 

Mellon  Bank  5 

PNC  Bank  5 

Tandem  Computers  22 

Ivancerl  Micro  Devices  12 

Black  i  Decker  15 

Dover  15 

Great  Western  Financial  21 

Melville  29 

Potomac  Electric  Power  36 

Teco  Energy  36 

tna  Life  i  Casualty  21 

Block  (H&R)  21 

Dow  Chemical  8 

GTE  32 

Merck  11 

PPG  Industries  7 

Tellabs  32 

lac  21 

Boatmen's  Bancshares  5 

Dow  Jones  26 

Halliburton  23 

Merrill  Lynch  21 

Praxair  8 

Temple-Inland  10 

1  Products  &  Chemicals  8 

Boeing  1 

Dresser Industnes  15 

Harcourt  General  9 

Micron  Technology  12 

Premark  International  9 

Tenet  Healthcare  30 

rtouch  Communications  32 

Bristol  Myers  Squibb  11 

DSC  Communications  32 

Harley-Davidson  17 

Microsoft  22 

Premier  Industnal  30 

Tenneco  9 

CO  Standard  9 

Browning-Ferns  30 

DuPont  8 

Hasbro  17 

Minnesota  Mining  S  Mfg  19 

Price/Costco  29 

Texaco  20 

lergan  11 

Brunswick  17 

Duke  Power  36 

Heinz  (H  J  )  13 

Mobil  20 

Procter  &  Gamble  25 

Texas  Instruments  12 

liedSignal  9 

Burlington  Northern  27 

Dun  &  Bradstreet  26 

Hercules  8 

Molex  12 

Progressive  21 

Texas  Utilities  36 

Istate  21 

Burlington  Resources  20 

Duracell  International  19 

Hershey Foods  13 

Monsanto  8 

Promus  14 

Textron  9 

Itel  32 

Campbell  Soup  13 

Eastman  Chemical  8 

Hewlett-Packard  22 

Morgan  (J  P)  5 

Providian  21 

3Com  22 

uminiim  Co.  Of  America  18 

Capital  Cities/ABC  26 

Eastman  Kodak  17 

Hillenbrand  Industries  19 

Morton  Intl  8 

Public  Service  Entrp  36 

Time  Warner  26 

la  11 

Cardinal  Health  29 

Eaton  4 

Hilton  Hotels  14 

Motorola  12 

Quaker  Oats  13 

Times  Mirror  26 

nerada  Hess  20 

Carnival  17 

Echlin  4 

Honeywell  16 

Naico  Chemical  8 

Ralston  Purina  Group  13 

Torchmark  21 

nencan  Brands  35 

Carolina  Power  &  Light  36 

Emerson  Electric  12 

Hormel  Foods  13 

National  City  5 

Reader  s  Digest  26 

Transamerica  21 

nerican  Electric  Power  36 

Caterpillar  15 

Engelhard  8 

Household  International  21 

National  Semiconductor  12 

Reebok  International  33 

Travelers  21 

ncritan  Express  21 

CBS  26 

Enron  36 

Houston  Industries  36 

NationsBank  5 

Reynolds  Metals  18 

Tribune  26 

nerican  General  21 

Central  &  South  West  36 

Equifax  21 

Humana  30 

NBD  Bancorp  5 

Rhone-Poulenc  Rorer  11 

TRW  9 

nencan  Home  Products  11 

Chase  Manhattan  5 

Equitable  21 

Huntington  Bancshares  5 

New  England  Electnc  System  36 

RJR  Nabisco  Holdings  35 

Tyco  Intl  15 

lerican  International  Group  21 

Chemical  Banking  5 

Exxon  20 

IBM  22 

New  York  Times  26 

Rockwell  Intl  9 

Tyson  Foods  13 

n.?ritech  32 

Chevron  20 

Federal  Express  30 

Illinois  Tool  Works  19 

Newell  19 

Rohm  &  Haas  8 

U  S  Bancorp  5 

ngen  11 

Chrysler  4 

Fifth  Third  Bancorp  5 

Ingersoll-Rand  15 

Newmont  Mining  18 

Rubbermaid  19 

Unifi  33 

noco  20 

Chubb  21 

First  Bank  System  5 

Intel  12 

Nike  33 

Safeco  21 

Union  Camp  24 

/IP  12 

Cigna  21 

First  Chicago  5 

Intl  Flavors  &  Fragrances  8 

Nipsco  Industries  36 

Safeway  28 

Union  Carbide  8 

«R  2 

Cincinnati  financial  21 

First  Data  22 

Inll  Game  Technology  19 

Nordstrom  29 

Salomon  21 

Union  Electnc  36 

ladarko  Petroleum  20 

Cinergy  36 

First  Fidelity  Bancorp  5 

Intl,  Paper  24 

Norfolk  Southern  27 

San  Diego  Gas  &  Electric  36 

Union  Pacific  27 

:heuser-Buscli  6 

Cisco  Systems  22 

First  Financial  Mgmt.  21 

in  9 

Northern  Trust  5 

Santa  Fe  Pacific  27 

United  Healthcare  30 

IN  21 

Citicorp  5 

First  Interstate  Bancorp  5 

James  River  Corp  of  Virginia  24 

Norwest  5 

Sara  Lee  13 

United  Technologies  1 

iple  Computer  22 

Clorox  25 

First  Union  5 

Jefferson-Pilot  21 

Novell  22 

SBC  Communications  32 

Unitrm  21 

iplied  Material  15 

CNA  Financial  21 

First  USA  21 

Johnson  &  Johnson  11 

Nucor  31 

Scana  36 

Upiohn  11 

Cher-Daniels-Midland  13 

Coca-Cola  6 

Florida  Progress  36 

Johnson  Controls  19 

Nynex  32 

SCEcorp  36 

US  West  32 

:o  Chemical  8 

Coca-Cola  Enterprises  6 

Fluor  30 

Kellogg  13 

Occidental  Petroleum  20 

Schering-Plough  11 

UST  35 

hIandOil  20 

Colgate-Palmolive  25 

FMC  15 

Kimberly-Clark  24 

Ohio  Edison  36 

Schlumberger  23 

USX-Marathon  Group  20 

&T  32 

Compaq  Computer  22 

Ford  Motor  4 

Rnight-Riddet  26 

Oracle  Systems  22 

Schwab  (Charles)  21 

USX-U  S  Steel  Group  31 

lantic  Richheld  20 

Computer  Associates  Intl.  22 

FPL  Group  36 

Lilly  (Eh)  11 

Pacific  Enterpnses  36 

Scott  Paper  24 

VF  33 

tomatic  Data  Processing  22 

ConAgra  13 

Fcanklm  Resources  21 

Linear  Technology  12 

Pacific  Gas  &  Electric  36 

Scripps(E  W)  26 

Wachovia  5 

tozone  29 

Conrail  27 

Freeport-McMoran  18 

Loews  21 

Pacific  Telesis  Group  32 

Seagate  Technology  22 

Walgreen  29 

eiyDennison  19 

Consolidated  Edison  of  N  Y,  36 

Gannett  26 

Louisiana-Pacific  24 

Pacilicare  Health  Systems  30 

Sears,  Roebuck  29 

Warner-Lambert  11 

on  Products  25 

Cooper  Industries  12 

Geneniech  11 

LSI  Logic  12 

Pacificorp  36 

Sensormatic  Electronics  12 

Washington  Post  26 

:ker Hughes  23 

Cooper  Tire  &  Rubber  34 

General  Dynamics  1 

Lubrizol  8 

Pall  9 

Shaw  Industries  33 

Wells  Fargo  5 

iltimore  Gas  &  Electric  36 

Corestales  Financial  5 

General  Electric  9 

Mallmckrodt  Group  11 

Panhandle  Eastern  36 

Shen«in-Williams  7 

Western  Resources  36 

inc  One  5 

Corning  19 

General  Instrument  12 

Manor  Care  30 

Parametric  Technology  22 

Silicon  Graphics  22 

Westmghouse  Electric  12 

'nk  of  Boston  5 

CPC  International  13 

General  Mills  13 

Manpower  30 

Parker-Hannifin  19 

Sonat  36 

Westvaco  24 

ink  of  New  York  5 

Crown  Cork  8,  Seal  10 

General  Motors  4 

Marriott  Intl.  14 

PECO  Energy  36 

Sonoco  Products  10 

Weyerhaeuser  24 

inkAmenca  5 

CSX  27 

General  Public  Utilities  36 

Marsh  &  McLennan  21 

Pennsylvania  Power  i  Light  36 

Southern  36 

Wheelabrator  Technologies  36 

inkers  Trust  New  York  5 

Dana  4 

General  Re  21 

Marshall  &  llsley  5 

Pennzoil  20 

Sprint  32 

Whirlpool  3 

rnett  Banks  5 

Dean  Witter  Discover  21 

Genuine  Parts  30 

Mattel  17 

PepsiCo  6 

St  Paul  21 

Willamette  Industries  24 

usch  &  Lomb  11 

Deere  15 

Georgia-Pacific  24 

MBNA  5 

Pet  13 

State  Street  Boston  5 

Williams  36 

ixter  International  11 

Delta  Air  Lines  2 

Gillette  25 

McDonnell  Douglas  1 

Pfizer  11 

Stivker  11 

Winn-Oixie  Stores  28 

ar  Stearns  21 

Detroit  Edison  36 

Golden  West  Financial  21 

McGraw-Hill  26 

Phelps  Dodge  18 

Sun  20 

Wisconsin  Energy  36 

cton  Dickinson  11 

Digital  Equipment  22 

Goodyear  Tiie  &  Rubber  34 

MCI  Communications  32 

Philip  Morris  35 

Sun  Microsystems  22 

WMX  Technologies  30 

II  Atlantic  32 

Disney  (Walt)  17 

Grace  (W,  R  )  8 

Mead  24 

Phillips  Petroleum  20 

SunTrust  Banks  5 

Wrigley(Wm,)Jr,  13 

i  llSouth  32 

Dominion  Resources  36 

Grainger  (W  W  )  30 

Medtronic  11 

Pitney  Bowes  22 

Sysco  13 

Xerox  22 
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ImAppleis 
ikinp  easier  to  move 
reffigerator  like  this.: . 


Today's  sales  environment  is  more  compet- 
itive than  ever  Which  is  why  Whirlpool  armed 
its  field  force  with  the  ultimate  sales  weapon: 
the  Macintosh  PowerBook  computer 

The  reiisoiT''  Sa\s  Erv  Barnes,  "After  evalu- 
ating all  the  notehnolvs  on  the  market,  we  chose 
PowerBo(_)k  because  it  was  by  far  the  Ccisiest  for 
any  salesperson  to  learn.  Instead  of  becoming 
a  doorstop,  the  PowerBook  is  being  adopted  by 
the  field  with  unbelievable  enthusiiLsm." 

Salespeople  are  able  to  tap  into  Whirlpool's 
information  biise  at  the  home  office  to  get  com- 
petitive information,  pricing,  inventory  data- 
instantly,  during  a  sales  call.  This  wav,  they  can 
answer  questions  more  quickly  and  accurately, 
make  better-informed  decisions,  appear  more 
professional  and,  ultimately,  close  more  sales. 
Plus,  with  the  built-in  multimedia  capabilities 
of  the  PowerBook  computer,  salespeople  can 
show  videos  and  animations,  making  a  normal 
sales  presentation  more  persu;isive  than  ever 

All  of  which  can  give  your  salespeople  a 
new  |)ower  too.  The  power  to  be  more  respon- 
sive, more  i)iT)ductive,  more  effective. The  power 
of  Macinlosh  The  power  to  be  your  best. 


"Making  the  sale  means  having 
the  answer.  With  this  computer, 
we  can  get  the  information  our 
customers  need,  right  on  the 
spot.  Making  the  sale  means 


about  a  tool  that's  not  just  giving 


This  is  Whirlpool's  interactive  on-screen  sales  presentation. 
With  It,  salespeople  can  show  video  clips  of  Whirlpool  com- 
mercials and  product  demonstrations -a  more  dramatic 
and  impactful  way  to  sell  competitive  product  advantages. 


being  persuasive.  By  delivering 


Your  salespeople  want  to  sell,  without  being  confused  by  com- 
plex technology  With  features  like  Apple  guide-which  takes 
users  step-by-step  through  the  Macintosh -Whirlpool's  people 
mastered  ttie  computer  with  minimal  training.  Yours  can  too. 


presentations  on  the  PowerBook, 


we  can  get  our  point  across  with 


enormous  impact.  Gombine  this 


with  the  fact  that  it  works  with 


our  mainframes,  Intel-based  PCs 


andWindows,  and  we're  talking 


The  Macintosh  PowerBook  is  compatible  with  Whirlpool's  PCs 
and  mainframes*  From  any  remote  location,  their  salespeople 

can  effortlessly  tap  into  Whirlpool's  vast  store  of  product 
information -for  immediate  answers  to  customers'  questions. 


To  learn  more  about  how  you  can  arm  yourself- 

and  your  sales  force -with  the  Macintosh 
PowerBook,  call  1-800-332-2932  (ask  for  ext.  100) 

to  receive  the  free  Apple  Mobile  Solutions  kit. 


Erv  Barnes  (left), 
Director  of  Information 
Technology,  and 
Ed  Herreiko  (right), 
Executive  Vice  President 
of  Group  Sales,  at 
Whirlpool  Corporation, 
Benton  Harbor,  Michigan 


us  a  competitive  edge.  It's  trans- 


forming theway  we  do  business." 


Macintosh  PowerBook. 
The  Mobile  Macintosh. 


Applei 


-Ed  Herreiko 


tes  RmoleWre Jroni  Xcelletiel.  Iiic .  for  oixess  lo  the  IBM  mamframe. 
lor!  for  Maanloshfrom  Adiwitisfor  IBM  3270  iermiml  mulaltofi  a/ij  ccMatl  Mobile  from 
Loliis  Dmlopmenl  Corporatm  to  exchat^e  e-mail  between  Maatitosh  and  Wiruious  eriiironments. 
©1995  Apple  Computer,  Inc  All  rights  reserved.  Apple,  the  Apple  logo.  Maantosh.  PowerBook 

and  "The  power  to  be  your  best"  are  registered  trademarks  of  Apple  Computer.  Inc. 
All  Apple  products  are  designed  to  be  accessible  to  tndiiiduuls  with  disability,  lb  learn  more 
(US  only),  call  800-776-2333  or  TDD  t(00-ti33-6223 


■lie  Corporation 


MOGUL 


Just  how  risky  is  Edgar  Bronfman  Jr.'s  Hollyv^^ood  gamble? 


M 


uch  has  been  made  of  Edgar 
Bronfinan  Jr.'s  eai'ly  and  unspec- 
tacular cai'eer  as  a  theater  and 
film  producer.  Most  teUing,  per- 
haps, is  that  it  began  at  an  age 
when  most  kids  ar"e  learning  to 
drive.  A  pudgj'-faced  rich  kid  in  Levis  and 
sneakers,  Bronfman  latched  on  to  a  30-yeai- 
old  Broadway  producer  named  Bmce  Stai'k 
while  still  in  high  school.  Bronfman  Sr.  was 
funding  Stai'k's  efforts,  so  entree  was  easy. 

The  suiprising  pait  is  that  Stai'k  was  hap- 
py to  have  him.  What  he  remembers  most  is 
Bronfman's  chutzpah.  In  meetings  with  pow- 
erful agents  and  assorted  glitterati  of  the 
entertainment  world,  young  Bronfinan  did 
all  the  talking.  No  doubt  the  teenagei"'s  mon- 
ey and  family  ties  got  him  through  the  door, 
but  his  charm  and  wit  made  people  take  him 
seriously.  "He  was  an  amazing  kid,"  says 
Stark.  "He  has  a  language  facility  that's  real- 
ly quite  amazing.  He  often  made  me  feel 
like  I  was  kind  of  incompetent." 

For  the  past  two  weeks,  such  praise  has 
been  hard  to  come  by  for  the  39-year-old 

chief  executive  of  $6.4  billion  Seagram  Co.  tO  fix  up  MCA's  parks 
More  common  have  been  the  cries  of  dis- 
may over  what  is  probably  the  ultimate  expression  of  Bronf- 
man's moxie:  His  two-step  deal  to  transfonn  Seagram  from  a 
liquor  company  with  a  24%  stake  in  DuPont  Co.  to  a  broad- 
based  enteitainment  company  focused  squai'ely  on  the  Informa- 
tion Highway.  The  news  drove  Seagi^am  stock  down  18%,  to  a 
low  of  26/-,  from  which  it  has  yet  to  recover  significantly.  Wall 
Street  came  alive  with  protest.  "I  think  the  Bronfman  kid  is 
making  a  tennble  error,"  said  Scott  Black  of  Boston's  Delphi 
iviyiagement  Inc.,  which  holds  206,000  Seagram  shares. 
NEXT  STOP,  A  NETWORK?  Right  or  wrong,  the  complex  set  of 
trar.:^acLions  will  surely  rank  among  the  flashiest  and  most 
contru  v  '-n-ial  deals  of  the  1990s.  Fii-st  of  all  is  the  iiresistible 
urge  to  jaint  the  event  in  made-for-Hollywood  teiTns.  To 
many,  thl.-.  wjis  the  tale  of  a  rich,  young  scion  risking  the  fam- 
ily fortu'-.e  10  pui-sue  his  star-struck  fantasies.  No  one  really 
knows  v.  h.it  motivates  a  person,  but  it  is  worth  pointing  out 
that  Bror-  'nian  has  been  rich  all  his  life  and  ah-eady  knows 
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KONG-SIZE  UPGRADE 

It  may  take  billions 


plenty  of  celebrities.  Says  tilni  [jriKluct-r  David  Pu 
nam,  whom  Edgar  Jr.  lived  with  for  a  period  in  hij 
school:  "He  got  his  illusions  out  of  his  system  by  t 
age  of  24  or  25.  He  could  have  been  a  producer  \i. 
Steve  Tisch.  He  had  the  money.  But  he  didn't  think 
was  something  serious  people  did." 

The  more  serious  aspect  of  these  deals,  of  course,  is  wh 
will  make  them  endui'e  as  symbols.  Like  the  failed  $35  biUii 
merger  of  Bell  Atlantic  Coi-j3.  and  Tele-Communications  In 
Bronfman's  big  bet  makes  the  business  world  focus  anxiously  i 
the  real  value  inherent  in  the  mythical  I-way.  By  selling  Se) 
gram's  DuPont  stake  back  to  the  company  for  $8.8  billion  so  J 
could  buy  80%  of  MCA  Inc.  for  $5.7  billion,  Bronfman  raised) 
fundamental  question:  What's  more  valuable,  a  steady,  old-li: 
industrial  business  like  chemicals  or  a  glitzy,  high-promi 
technology  play  like  entertainment?  Wall  Street,  for  now- 
least,  has  voted  with  its  feet. 

But  was  this  budding  mogul's  bet  so  inisplaced?  E.xperts 
the  entertainment  industry'  say  that  depends  entirely  on  hc| 
well  he  plays  out  his  hand.  It  is  easy  (and  scary)  to  see  wh 
Bronfinan  gave  up:  unencumbered  cash  flow  from  DuPoj 
dividends,  which  should  top  $300  million  this  year  (page  12J, 


NO  ILLUSIONS  Determining  mca's  true  value  is  far 

r        .  more  difficult.  A  wager  on  Seagi"am 

hJronlman  grew  up        ^^^^^  j-jg^^  now  is  a  bet  on  both 
surrounded  by  celebs    the  future  and  Edgar  Jr's  ability  to 
manage  it.  Says  one  Wall  Street  ex- 
ecutive close  to  Seagram:  "This  vnll  require  a  good  deal  of  luck 
and  skill,  which  Edgar  may  or  may  not  have." 

One  thing  is  clear:  Even  priced  at  a  rich  15  times  1994 
cash  flow  (a  i3eak  year),  mca  and  its  Univereal  Studios  unit  pi-o- 
vide  a  ripe  opportunity.  Bronfman  has  the  advantage  of  little 
debt,  plenty  of  excess  capital  to  play  with,  and  a  boai'd  of  dir-ec- 
toi-s  that  isn't  likely  to  cross  the  Br-onfinan  family,  given  its  36% 
stake  in  the  j^arent  company.  After  paying  down  some  debt, 
Bronfrnan  wiU  have  at  least  $1  billion  left  over  from  the  DuPont 
deal.  And  a  14.9%  stake  in  Time  Warner  Inc.  is  worth  about  $2 
billion,  mca's  cash  flow,  meanwhile,  can  probably  finance  $3 
billion  to  $4  billion  in  leverage,  if  need  be. 

Bronfrnan's  big  disadvantage,  however,  is  that,  besides  cash, 
SeagTam  biing^s  nothing  to  the  enteitainment  party  in  temis  of 
management  oi-  assets.  Viacom  Inc.  may  have  paid  a  similar 
multiple  for-  Paramount  Communications  Inc.  in  1993,  but  the 
owner  of  mtv.  Showtime,  and  Nickelodeon  had  loads  of  Holly- 
wood experience. 

Moreover,  making  mca  a  tme  player  against  giants  such 


Edgar  Jr.'s  Brave  New  World 

SEAGRAM  IS  TRADING  ...FOR  A  MORE  UNCERTAIN 
ITS  DUPONT  SAFETY  NET...      FUTURE  WITH  MCA 
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IF  SEAGRAM  HAD  KEPT  ITS  I 
24%  STAKE  IN  DUPONT^.. 


SEAGRAM  NET  EARNINGS* 

1995  ESTIMATE 
$520-$525  MILLION 


Includes  estimated 
earnings  from  MCA 
as  of  June  1  and 
dividends  from 
retained  DuPont 
stock 
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1994  REVENUES 


MCA 


UNIVERSAL  PICTURES 

$2.3  BILLION* 

MCA  MUSIC 

ENTERTAINMENT 

GROUP 

$1.4  BILLION* 

MCA  TELEVISION 
GROUP 

$600  MILLION* 

THEME  PARKS 

$350  MILLION* 

MCA  BOOK 
PUBLISHING 

$240  MILLION* 

CINEPLEX  ODEON 

$150  MILLION* 


Producer  of  Jurassic  Park,  £  1,  Jaws,  Back 
to  the  Future,  Psycho.  Library  of  4,700  films. 

Fine  Young  Cannibals,  Meat  Loaf,  Reba 
McEntire.  Geffen  Records  label  handles 
Aerosmith,  Nirvana,  Counting  Crows. 

Owns  50%  of  USA  Network.  Produces  TV 
shows  Coach,  Murder  She  Wrote,  and 
Northern  Exposure. 

Owns  Universal  Studios  tour  in  Hollywood 
and  50%  of  Florida  theme  park. 

Owns  Putnam  Berkeley  Group  and  Price 
Stern  Sloan.  Authors  include  Tom  Clancy, 
Alice  Hoffman,  Dean  Koontz. 

Owns42%ofthis  2,800-screen 
million  movie  theater  operator. 

SEAGRAM 


$359 


SPIRITS  AND  WINE 

$4.9  BILLION 

TROPICANA 

$1.5  BILLION 


Brands  include  Chivas  Regal,  Martell 
Cognac,  and  Sterling  Vineyards  wines. 

Fruit  juices,  coolers,  mixers. 


DATA.  BUSINESS  WEEK,  SEAGRAM  CO, 
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as  Time  Wamer  and  Disney  may  take  all  of  Bronfman's  re- 
sources— and  more.  At  going  rates,  just  finding  a  to]>notch  ex- 
ecutive to  nan  mca  for  him  could  cost  hundreds  of  millions  in 
stock  and  salaiy.  That's  especially  tioie  if  he  hires  Hollywood 

superagent  Michael 
Ovitz,  as  people  close 
to  Bronfman  say  he 
would  like  to  do.  Fill- 
ing out  a  new  management  team  could  cost  millions  more. 

Then  there  are  the  investments  required  to  take  mca  into 
the  future.  To  guarantee  distribution  for  the  studio's  TV 
shows,  most  experts  think  mca  will  go  after  one  of  the  net- 
works. Bronfman  and  Bany  Diller  ai'e  iTunored  to  be  mulling 
a  run  at  Laurence  A.  Tisch's  CBS  Inc.  But  Tisch  is  asking  a 
stiff  $5  billion.  MCA,  meanwhile,  has  already 
committed  to  spending  $3  billion  for  theme- 
park  upgrades,  including  a  new  Jurassic  Park 
ride  at  its  50'%-owned  property  near  Orlan- 
do. Says  one  entertainment  executive:  "It's 
the  kind  of  deal  where  you  buy  it  and  then 
start  spending  money." 

DIPLOMATIC  SKILLS.  From  what  little  he  has 
said  publicly  about  the  deal,  Bronfman's  view  is 
this:  DuPont  was  a  passive  investment  in  a  cy- 
clical business.  With  mca,  Seagi-am  will  control 
its  own  destiny  ajid  reap  the  rewards.  So  finding 
new  management  is  Bronfman's  fii-st  priority.  He 
badly  needs  someone  who  can  decijjher  the  ka- 
leidoscopic future  of  the  entertainment  busi- 
ness. And  more  immediately,  he  needs  to  find  ways  to  squeeze 
more  cash  out  of  mca  as  it  exists  today. 

Chief  Executive  Lew  R.  Wassemian,  82,  and  Pi'esident  Sid- 
ney J.  Sheinberg,  60,  have  managed  mca  well  over  the  years. 
But  they've  complained  that  mca's  fomier  owner,  Japan's  Mat- 
sushita Electric  Industrial  Co.,  wouldn't  let  them  spend  enough 
money.  Rivals  say  privately  that  the  company  also  suffered  be- 
cause Wasseman  and  Sheinberg  ai'e  themselves  consei-vative. 
Contends  one  competiton  "mca  needs  an  injection  of  leader-ship 
and  pizzazz  to  go  along  with  the  same  fiscal  constr-aint." 

Here's  what's  likely  to  happen,  accor'ding  to  soui'ces  close  to 
Sheinberg:  Wasser-man  will  be  given  an  emeritus  title  with  a 
big  salary  at  MCA  and  a  seat  on  Seagr-am's  boarxl.  Br-onfman, 
meantime,  will  set  up  Sheinber'g  with  a  well-funded  but  sepai'- 


Bronfman  has 
little  debt, 
capital  to  play 
with,  and  a 
friendly  board 


ate  production  company  where  he  can  make  movies  with  hiJ 
two  sons,  Jonathan  and  Billy.  Br-onfman  then  would  be  free  t(J 
bring  in  Ovitz  and  let  him  decide  the  fate  of  the  existing  studiq 
hierar-chy. 

Ovitz  denies  he  has  any  part  in  this  scenario.  He  says  he  hal 
tur-ned  down  similar  ,  off er-s  to  manage  studios  in  the  past  anq 
would  rather  keep  r-unning  Creative  Artists  Agency  (CAAl 
his  power-ful  talent  shop.  Still,  most  close  observei-s  beKeve  hiJ 
long  ties  to  Br-onfman  as  a  friend  and  confidant  make  hinf 
candidate  No.  L  Soui-ces  also  say  that  while  Ovitz  has  disl 
tanced  himself  fi-om  the  process  while  Bronlrnan  deals  witf 
Wasser-man  and  Sheinber-g,  he  has  dispatched  two  ti-usted  c^ 
officials  to  helj)  Edgar-  Jr-.  sort  thr-ough  personnel  issues. 
If  Bronfman  has  demonstr-ated  he  is  good  at  anything  ovel 
the  yeai-s,  it  is  making  people  comfortable  wit| 
his  agenda.  In  1988,  he  spent  long  hours  coa 
ing  the  Martell  family  of  France  to  sell  thl| 
Bronfmans  its  lucr-ative  cognac  brand.  Soui-ceF 
close  to  the  deal  say  his  gentle  cajoling  diuin^ 
two  trips  to  Osaka  persuaded  Matsushita's  ma 
agei-s  to  give  Seagr-am  exclusive  rights  for  twj 
weeks  to  negotiate  for  mca.  Even  the  wooing 
his  cmTent  wife,  Venezuelan  Clarissa  Atcodj^ 
took  thi-ee  yeai-s  of  work.  He  had  to  convinc 
her  Catholic  par-ents  to  bless  her-  maiiiage  to 
Jew.  "This  is  not  a  capricious  man,"  says  pre 
ducer-  Puttnam. 

Bronfinan  will  need  all  of  his  diplomatic  skill 
to  make  this  management  transition  a  smoot  lUldl 
one.  Because  Hollywood  is  a  business  built  on  relationships 
moving  WasseiTnan  and  Sheinberg  aside  is  a  delicate  propos:  es  Sii 
tion.  The  for-emost  consideration  is  mca's  biggest  moneymake:  A's 
dtr-ector  Steven  Spielber-g,  who  began  his  career  at  Universj  'sedit 
and  feels  str-ong  loyalty  to  its  two  top  executives.  Bronfrnan  ha  1  ft« 
tom-ed  Universal's  428  acres  with  Sheinber-g  and  spent  Ion  IMC  i 
hour-s  listening  to  the  executive's  views  on  mca's  futur-e.  And  i  t,  Hi 
a  lengthy  meeting  on  Apr  11  at  Spielberg's  Amblin  Entertair  itj  Q 
ment,  which  sits  on  Universal's  lot,  he  did  his  best  to  lend  con '  epic 
fort  to  Spielbei-g.  neb 
Solving  the  management  issue  is  crucial.  But  it  is  only  a  firs  lyte 
step  towai-d  unlocking  mca's  values.  Boosting  performance  wi  t  the 
be  tricky.  Wlren  Michael  D.  Eisner  br-ought  his  team  to  Wa  h  re 
Disney  Co.  in  1984,  there  were  obvious  ways  to  increase  valu(eiiiot 


Universal's  Pipeline:  Hardly  a  Gusher 


ie30i 


FILM 


CHANCES  RELEASE 


FILM 


CHANCES  RELEASE 


CASPER  Spielberg  uses  Jurassic  Park-type  technology  B      MAY  26 
to  bring  ghosts  to  life.  But  a  good  ghost  won't  scare 
up  enough  merchandise  business  to  make  this  a 
blockbuster. 

/J  With  two-time  Oscar  winner  Tom  Hanks  in    B+    JUNE  30 
this  NASA  disaster  flick,  word  of  mouth  will  be 
strong. 

D  JULY 


BABE,  THESALmm  Small  budget  and  small  prem- 
ise: A  bighearted  pet  pig  that  thinks  it's  a  sheep- 
dog. Huh? 


SUMMER  Wm 

nto  jE 


Uj  With  a  $175  million  price  tag  and 
Costner's  bad  vibes  abounding,  this  Titanic  in  the 
making  could  be  a 
blockbuster  and  1 
stiil  iiise  buckets 
of  monev. 


THE  S-ftii080 


TO  mm  FOB,  mm  for  everythihb,  julie  newmar 

No  pigs,  but  Wesley  Snipes  and  Patrick  Swayze  as 
drag  queens? 

C 

FALL 

BLOCKERS  Spike  Lee  takes  on  the  drug  scene.  Spike  is 
the  champion  of  hype,  but  his  flicks  rarely  fill  seats. 

C+ 

FALL 

SUOOEN DEATH  Jean-Claude  Van  Damme  is  likely  to 
kickbox  his  way  to  a  small  fortune  in  this  one. 

A 

FALL  , 

CASIHO  Scorsese's  tale  of  '70s  Vegas.  With  Sharon 
Stone,  Robert  DeNiro,  and  Joe  Pesci,  could  be  the 
best-looking  mobster  flick  this  side  of  Goodfellas. 

B 

FALL 

BALTO  Spielberg  animation.  This  tale  of  a  heroic 

C- 

FALL 

DAIA  BUSINESS  WKH 


Alaskan  sled  dog  should  have  more  bite  than  his 
We're  Back  miscue.  Still,  even  Spielberg  ain't  Disney. 


'kit 


•iiej 
eatt 
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UDIO  CZAR? 

ring  Ovitz  as  chief 
•uld  be  costly 


He  ratcheted  up  uit-iiie  piu-k  ticket 
prices  and  began  a  vigorous  strate- 
gy to  spin  charactei-s  such  as  Snow 
White  and  Mickey  Mouse  into  vid- 
eo rereleases  and  merchandise 
3S.  Similarly,  w^hen  Viacom  bought  Paramount  in  1993,  the 
dio's  income  was  depressed,  a  situation  that  quickly  re- 
used itself  thanks  to  such  films  under  way  as  Forrest  Owmp 
I  Clear  and  Present  Danger, 
i  EMIC  SYNDICATION.  MCA  has  no  such  quick  fix.  In 
t,  its  pipeline  is  clogged  with  an  enormous  li- 
iity  called  Waterworld.  This  infamous  Kevin  Cost- 
■  epic  could  end  up  costing  $175  miUion.  And 
ugh  some  who  have  seen  it  say  it  is  0.  K.,  it  wiU 
!ly  lose  money  even  if  it  scores  big.  Rumor  has  it 
t  the  company  has  ah-eady  taken  an  extra  $50 
j  lion  reserve  against  earnings.  It  has  been  disrup- 
i  in  other  ways  as  well.  Because  it  was  late,  the 
dio  apparently  urged  director  Ron  Howard  to 
■h  up  the  release  of  Apollo  13  from  November  to 
\  le  30  to  take  over  Waterworld'?,  eai'ly  summer 
i    Studio  sources  say  the  rush  to  finish  hiked 
I  price  tag  by  about  $5  miUion. 
1  Waterworld-type  fiascos  are  rare  at  mca.  But 
J  licaUy,  that's  the  reason  it  vnU  be  hard  for  Bronf- 
l  a  to  get  a  Disney-like  bounce  in  cash  flow  just  by 
I  ng  obvious  problems.  Bronfman  told  analysts 
I  V  had  $475  million  in  1994  cash  flow,  a  number 
lerally  thought  to  represent  a  peak.  Squeezing 
more  vdU  mean  reenergizing  eveiy  part  of  the 
;iness,  vdth  the  possible  exception  of  mca  Music 
!  Geffen  Records,  which  contributed  40%  of  cash 
V  last  year  and  ai'e  going  great  guns, 
ilost  experts  believe  revamping  the  TV  produc- 
i  business  is  crucial.  After  making  a  kiEing  in  the 
1-1980S  by  syndicating  hour-long  shows  such  as 
g7ium  P.  I.,  MCA  was  slow  to  see  the  trend  to- 
'd  half-hour  sitcoms  such  as  Cosby  and  Roseanne.  Today,  its 
/  half-houi-  hits  are  Coach  and  Major  Dad.  Without  more,  an 
mic  syndication  business  will  remain  so.  In  cable,  mca's 
li  Y  entry  is  the  usa  Network,  a  50-50  joint  venture  with 
com.  It  is  widely  thought  to  be  unfocused  and  sluggish. 
?heme  pai'ks  ai-e  probably  mca's  fastest-growing  unit.  But 
\  ing  attractions  like  the  Jurassic  Park  ride  due  to  open  in 


Florida  will  cost  billions.  And  it  is  often  forgotten  that  mca  only 
ovms  50%  of  the  pai-k  in  Florida,  which  means  that  it  only  gets 
half  of  evei-y  dollar  of  profit. 

Finally,  there's  the  film  unit  and  its  dependence  on  Spielberg. 
Blockbusters  such  as  Jurassic  Park  and  Schindler's  List  have 
earned  Universal  for  the  past  two  years.  The  Jurassic  Park 
video  alone  supplied  one-third  of  mca's  operating  profit  in 
1994,  says  a  source  close  to  the  company. 
THE  HOUSE  OF  STEVEN.  It  may  just  be  that  in  weaning  itself 
ft'om  Spielberg,  mca  would,  in  the  long  i-un,  be  better  off. 
While  much  has  been  made  of  the  director's  relationship  vdth 
WasseiTnan  and  Sheinberg,  the  tie  has  had  its  downside  as  well. 
Most  damaging  is  that  mca  has  become  known  as  The  House  of 
Steven.  Spielberg's  typical  deal — he  takes  15%.  off  the  top  of 
eveiy  film  he  makes — leaves  little  money  to  pay  other  big 
picture  dii-ectors,  such  as  James  Cameron  and  John  Hughes.  All 
this  argues  against  depending  on  him  for  too  much  volume. 

Bronfman's  next  steps  are  still  unclear.  There's  plenty  of 
speculation  that  he's  itching  to  do  a  network  deal  vdth  Diller. 
That  would  boost  mca's  syndication  business  right  away  and 
add  $460  million  in  cash  flow,  says  Furman  Selz  Inc.  analyst 
John  Tinker.  Sources  within  Universal  say  Bronfman  also 
hopes  to  quickly  create  a  cable  channel  out  of  mca's  library  of 
4,700  films,  something  Uke  Ted  Turner's  tnt  network.  "The  U- 
br-ary  is  the  one  asset  you  can't  over-value,"  says  Alan  Horn,  the 
chaitTTian  of  Tumer-'s  Castle  Rock  studio.  "Just  ask  the  folks 
who  thought  Ted  overpaid  for  the  mgm  libr-ary."  Bronfinan's  like- 
ly partner  in  such  a  venture:  TCi's  John  C.  Malone,  whose  En- 
core pay  channel  has  a  multibillion-dollar',  nine-year  deal  to 
air-  Univer'sal's  fir'st-r-un  movies. 

The  opportunity  is  indeed  ripe.  But  questions  still  out- 
number answers.  Could  Br'onfinan,  whose  creative  urge  dates 
back  to  his  childhood,  r-esist  undue  inteifer-ence  with  his  new 


•       -        o    ■  \ 
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TIES  THAT 

Spielberg 
MCA'S  old 


Ap£|^^g|^Q     manager?  And  if  he  siiaivs  ( )vitz,  can  Holly- 
wood's ultimate  power'  player-  make  the  tran- 
IS  loyal  to       sition  fi-om  agent  to  studio  head? 
guard  Given  declining  wor'ldwide  liquor  consump- 

tion and  sluggishness  at  Tr-opicana,  Bronfman's 
performance  at  Seagr-am  hasn't  sOenced  critics  who  say  he  was 
born  to  his  position  and  didn't  earn  it.  "He'U  be  dogged  by  that 
the  rest  of  his  life,"  says  old  friend  Bruce  Star-k.  Edgar-  Jr  has 
used  his  position  to  create  the  chance  of  a  lifetime.  Making  the 
bet  pay  off,  however,  vdll  take  a  lot  more  than  chutzpah. 

By  MicJiael  Chieal  in  New  York  and  Romdd  Grover  in  Los 
Angeles,  with  William  C.  Symonds  in  Toronto 
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Matsushita  stumbled,  but  others  are  thriving 


Fi 


The  Corporation 


lor  months,  Matsushita  President  Yoichi  Morishita  gruffly 
1  blushed  off  suggestions  that  he  was  tiying  to  sell  mca  Inc. 
But  on  a  sunny  April  morning,  at  his  cheny  blossom-fes- 
tooned Osaka  headquarters,  he  finally  dropped  all  pretenses. 

Morishita  blamed  the  disaster  on  rapid  changes  in  the 
multimedia  market  that  made  the  unit  unmanageable.  More 
likely,  by  constantly  thwarting  mca's  expansion  plans,  he 
simply  riled  its  poweiful  U.  S.  deputies  beyond  reconcihation. 

Either  way,  Americans  watching  the  rout  of  Matsushita 
Electric  Industrial  Co.  are  drawing  some  tenuous  conclu- 
sions. Many  see  the  botched  Hollywood  foray  as  proof  that 

Japanese  electronics 
and  American  enter- 
tainment don't  mix. 
Sony  Corp.  could  be 
next,  they  say.  In  the  end,  Japanese  companies  will  give  up  on 
software  and  stick  with  building  "boxes." 

That  conclusion,  however,  is  off  the  mark.  Tioie,  Matsushi- 
ta failed  to  leverage  hardware  sales  off  mca's  Jurassic  Park. 
It  could  have  promoted  its  video-game  machines  by  giving 
away  free  copies  of  spin-off  games.  And  Sony  Pictures  Enter- 
tainment had  a  string  of  box-office  flops,  forcing  a  huge 
wi-ite-dowii  last  fall.  It  may  tiy  to  seO  as  much  as  one-tMrd  of 
its  studio  holdings. 

But  synergy  between  software  and  hardware  is  alive  and 
well.  Smith  New  Court  Inc.'s  Tokyo  analyst  Joseph  Osha 
points  out  that  Sony  makes  good  use  of  Billy  Joel  and  Mari- 
ah  Carey  albums  to  market  its  minidisk  audio  players  in  Ja- 
pan. For  years,  huge  profits  from  such  performers'  sales 
have  subsidized  its  low-margin  audio  gear. 
DIGITAL  VIDEODISK  WARS.  Possession  of  Hollywood  studios 
has  also  added  heft  to  both  companies'  bids  in  the  raging  for- 
mat wars  over  digital  videodisk  (dvd),  says  Barclays  de 
Zoete  Wedd  Securities  (Japan)  Ltd.  analyst  David  Benda  in 
Tokyo.  These  gizmos,  due  out  next  yeai",  will  hold  untold 
hours  of  music  and  motion  pictures. 

What's  more,  the  entertainment  avenues  Sony  and  Matsu- 
shita chose  aren't  the  only  alternatives.  In  1992,  Toshiba 
Corp.  and  trader  Itochu  Corp. 
each  spent  $500  miUion  for  5.6% 
stakes  in  a  spin-off  of  Time  War- 
ner Inc.'s  entertainment  business. 
The  goal  wasn't  control.  What 
Toshiba  sought,  says  Vice-Presi- 
dent Akira  Kuwahara,  was  sim- 


Japan's  Software  Strongholds 


tertainment  software  company 
and  a  home  for  its  hardware 
wizardiy.  Today,  the  three  com- 
panies are  collaborating  on  dvd, 
cable  TV,  and  schemes  for  the 
Info  Superhighway. 

But  the  best  proof  that  the 
Japanese  can  manage  software  is 
the  faci  that  their  creations  are 
everj  w'iiere.  Super  Mario  Bros., 
Sonic  the  Hedgehog,  and  Donkey 
Kong  Country  crowd  the  video- 
game shelves,  just  as  Mighty 
Moiphin  P'jwer  Rangers  clog  the 
airwaves.  How  many  Americans 


SOFTWARE 

COMPANY 

DESCRIPTION 

ALREADY  HERE 

SUPER  MARIO 
BROS. 

Nintendo 

Italian  plumber  with 
lots  of  heart 

DONKEY  KONG 
COUNTRY 

Nintendo 

Slick  geographies  on 
Super  NES 

SONIC  THE 
HEDGEHOG 

Sega 

Magical  blue  critter 

POWER 
RANGERS 

Toei/Saban 
and  Bandai 

The  ubiquitous  Gang 
of  Five 

COMING  SOON 

SAILOR  MOON 

Bandai 

Cyber-Barbie  vvith  powers 

MASKED  RIDERS 

Toei/Saban 

Five  new  heroes  on  bikes 

EARTHBOUND 

Nintendo 

Role-playing  adventure 

RIDGE  RACER 

Namco 

For  Sony  Playstation 

DATA:  BUSINESS  WEEK 


realize  that  these  bright-suited   MORPHIN  MUSCLE 

superheroes  sprang,  fully  foi-med,  p  T)r,^QeY  tie-in 
from  a  Japanese  TV  show  made  by   ^^^^^  danger  lie  in. 

movie  producer  Toei  Co.  and  toy-  are  a  money  machin( 

maker  Bandai  Co.? 

For  the  American  version,  Toei  supplies  footage  of  Rani 
ers  fighting  enemy  Putties  to  U.  S.  licensee  Saban  Entertai 
ment  in  Los  Angeles,  which  splices  in  the  well-scrubbe 
American  high  school  kids.  Launched  in  1993  on  Fox  Ch:' 
dren's  Network,  the  Rangers  still  top  children's  televisic 
ratings.  And  synergy?  Bandai  sold  $353  inillion  worth 
Ranger  products  in  the  U.  S.  and  Europe  last  year.  Japanei 
companies  also  created  VR  Dvopers,  Super  Human  Samur 
Syber  Squad,  and  dozens  of  cartoons.  Coming  soon:  a  cyb^ 
Barbie  called  Sailor  Moon,  featuring  the  Space  Age  schoj 

girls  Bandai  introduced  in  J 
pan — along  with  dolls — in  199j 
In  Asia,  Japan's  neighbo; 
are  throbbing  to  its  cultur 
beat  as  never  before — from  tl 
TV  soap  opera  Tokyo  Love  Stoi 
to  the  pop  gi'oup  Southern  A 
Stars.  The  wave  is  linkii 
young  people  "from  Tokyo  1 
Singapore,"  says  Shiro  HondaJ 
progi'am  officer  at  the  Toyo] 
Foundation.  "It  could  fostt 


ness  never  seen  before."  Thj 
is  not  the  heady  world  of  Holll 
wood,  where  Japanese  ai 
countless  other  investors  hai 
all  gotten  burned.  But  from  tl 
looks  of  it,  Japan's  affair  wi 
global  entertainment  has  barq 
begun. 

By  Roberi  Neff  in  Tokyo,  wi\ 
Larry  Holyoke  in  Osaka 
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THE  DIFFERENCE 
BETWEEN  INFORMATION 
AND  INSIGHT 


Information  is  everywhere. 

Insight  is  all  too  rare.  For  insight  goes  beyond  information 
to  discern  underlying  truths. 

At  Merrill  Lynch,  we  are  not  content  with  simply 
collecting  and  providing  information.  Our  economists, 
analysts  and  strategists  look  at  situations  from  many 
perspectives:  local,  regional,  global;  by  industry  and  by 
business.  They  then  share  their  findings  with  each  other 
throughout  the  world. 

This  global  base  of  knowledge  enables  us  to  develop 
insights  that  reflect  realities  of  our  world.  Which,  in  turn, 
enable  us  to  formulate  advice  that  allows  our  clients  to 
take  advantage  of  opportunities. 

This  is  true  whether  a  client  is  an  individual  investor 
looking  for  ways  to  fund  retirement,  the  finance  minister 
of  a  sovereign  government  seeking  advice  on  capital 
raising,  or  the  CEO  who  comes  to  us  for  ideas  on 
enhancing  the  value  of  the  company's  stock. 

Over  the  years  and  around  the  world,  we  have  built  a 
reputation  on  translating  insight  into  sound,  long-term 
advice.  Which  may  explain  why  so  many  individuals,  insti- 
tutions, companies  and  countries  have  discovered  that 
the  difference  between  information  and  insight  is  results. 

The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

A  tradition  of  trust. 
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FOR  DUPONT, 
CHRISTMAS 
IN  APRIL 

Its  buyback  of  Bronfman's  stake  puts 
the  icing  on  a  hard-fought  turnaround 

Early  last  fall,  when  Edgai*  Bronfman  Jr  fii-st  called  Du- 
Pont  Co.  CEO  Edgar  S.  Woolai'd  Jr.  to  propose  selling 
most  of  Seagi-am  Co.'s  24.2*^^  stake  back  to  the  chemical 
giant,  Woolai-d  couldn't  believe  his  eai-s.  And  no  wonden 
After  a  three-year  slog,  the  tough  shake-up  Woolai'd  had 
ordered  at  the  chemical  maker  was  finally  pa\ing  off.  With 
costs  down,  cash  flow  soanng,  and  record  earnings  on  the 
way,  it  hardly  seemed  the  moment  to  sell. 

But  if  it  was  an  odd  time  to  sell,  it  was  a  gi'eat  time  to 
buy,  and  Woolai'd  was  happy  to  oblige.  For  much  of  1994,  he 
had  been  seai'ching  for  a  way  to  get  some  of  DuPont's  gi-ow- 
ing  cash  pile  into  shareholders'  hands,  and  Wall  Street  was 
anticijwting  a  buyback.  Xow,  Bronfman,  desperate  to  cash  in 
his  DuPont  chips  to  move  into  entertainment,  was  handing 
Woolard  a  can't-miss  deal. 

And  how.  For  as  the  dust  settles  over  Bronfman's  twin 
transactions,  one  thing  is  clear:  In  the  short  tenn,  at  least, 
DuPont  appears  to  be  walking  away  with  by  fai'  the  better 
half  of  the  deal.  WMe  the  move  strips  Seagi-am  of  the  source 
of  TQTf  of  its  net  income,  DuPont's  reduced  equity  base 
should  add  10%  a  year  to  earnings-per-share.  Moreover, 
\\'ooUu'd's  savvy  negotiations  allow  DuPont  to  effectively  buy 
its  stock  back  at  IS'J  below  market,  saving  $1.8  bilHon.  And 
peojjle  close  to  DuPont  say  it's  happily  rid  of  its  large — 
and  somewhat  pe^ky — shareholder,  esijecially  since  the  risk  of 
the  stake  ending  up  in  hostile  hands  is  gone.  "We  are  veiy 
excited."  Woolai'd  crows.  "It's  a  once-in-a-lifetime  opportimity." 

Woolard  isn't  the  only  one  with  something  to  crow  about. 
Although  angn-  shareholders  knocked  16%  off  Seagram's 
stock,  DuPc)i!t's  investors  pushed  its  shares  up  2%,  to  62.  Says 
money  manager  Mario  Gabelli,  who  holds  stakes  in  both 
companies:  "This  is  tenific  for  DuPont  shareholders." 
DEADWOOD.  Those  shareholders  may  get  even  more  icing  on 
their  cake:  To  fund  the  buyback  of  Seagi-am's  shai-es,  Woolard 
must  sell  S2  billion  in  assets.  Although  he  hasn't  yet  decided 
what  to  shed,  analysts  list  plenty  of  undeipeifonning  units. 
Woolard  has  instituted  stiffer  I'etum-on-capital  recjuirements 
for  nil  DuPont's  businesses  since  1993,  but  parts  of  its  Cono- 
co oil  and  =!as  business,  imagiag  unit,  and  scattered  chemical 
i'nes  still  -  ■.  •n't  measm-e  up.  Will  Street  has  pushed  DuPont  to 
sell    thc.-^e    assets    for    years.    Ironically,    thanks  to 


How  Woolard  Has 
Transformed  DuPont 


ASIZI 


CUTTING  COSTS  Since  1991,  Woolard  has  pared 
DuPont's  workforce  by  25%,  to  107,000,  and  shrunt 
headquarters  operations  in  Wilmington  and  Geneva 


ENDING  BUREAUCRACY  In  1993,  Woolard  cut  5  m 
agement  layers  and  split  DuPont  into  21  semi-autonc: 
mous  "strategic  business  units."  Now,  operating  mar- 
have  more  freedom  to  make  deals  and  invest  capital 

the  big  share  buyback,  investors  may  get  their  wiSf 
And  even  as  Bronfman  argues  that  his  shift  fi'om  plastii 
to  celluloid  will  cut  Seagi'am's  dependence  on  a  cyclical  bu  i: 
ness  with  limited  prospects,  the  best  may  be  yet  to  come  ih 
the  revitalized  chemical  giant.  Harold  A.  Ofstie,  a  portfote 
manager  with  Delaware  Investment  Ad\isers,  which  owl:- 
5.36  million  shares,  thinks  DuPont  is  far  ft'om  topping  oivv 
"People  will  be  sm-^irised  by  their  earnings  power,"  he  sa.fr 
It's  all  the  more  sui-prising  because  DuPont  had  so  farji_ 
come.  With  huge  civil-senice-like  bureaucracies  in  Wilmirf; 
ton  and  Geneva,  it  had  long  epitomized  all  that  was  stodf 
and  sluggish  in  Coiporate  America.  But  faced  with  stagn; 
sales  and  sliding  profits  in  the  eaiiy  1990s,  Woolard  began 
dramatically  transforai  the  company.  Under  the  whip  of  tj|: 
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STREET  WORK 

\\(j()lai{i  hobnobs 
with  stock  analysts. 
Investors  are  bullish 


\  ASiZING  RESULTS  In  place  of  bureaucratic  over- 

^oolard  has  imposed  strict  financial  targets  and 
i  nance-linked  pay.  Managers  are  left  alone  to  run 
i;  usinesses — but  are  expected  to  deliver. 

5ING  ON  CUSTOMERS  Long  an  inward-looking, 
^t  company,  DuPont  is  becoming  far  more  market- 
d;  close  cooperation  with  customers  has  enabled  it 
;lop  lucrative  new  niches  for  mature  products  such 
in.  Together  with  DuPont's  expanding  foreign  pres- 
-international  now  brings  47%  of  sales,  up  from 
in  1989 — that's  helping  to  reduce  cyclicality. 

:-talking  but  tough-minded  CEO,  DuPont's  crushing  bu- 
ueracy  has  been  dismantled,  overhead  costs  have  been 
^lied,  and  fi'ont-line  managers  have  been  freed  to  operate 
V  entrepreneuriaUy.  To  reduce  cyclical  swing's,  Woolaixl  has 
landed  abroad,  while  a  sharpened  focus  on  customers  is 
pi'lling  gToMh  in  once  tired  products  such  as  nylon, 
v.-  wdth  many  corporations,  IDuPont's  transformation  fol- 
i  i  1  a  crisis  of  comjDetitiveness.  After  taking  the  helm  in  1989, 
'ilard  banked  on  continuing  a  strategy  of  diversifying  into 

H'r-grovrth  areas  such  as  phannaceuticals  and  electronics. 

tlie  payoff  was  slow,  and  as  recession  hit,  Woolaixl  realized 
I  liureaucracy  wasn't  helping.  "We  had  to  face  reality," 
wis  the  genteel  61-year-old  ceo,  a  North  Carolina  native 
I  joined  DuPont  straight  from  the  Ai'my  38  years  ago. 


"Our  costs  were  too  high,  and  we 
had  become  too  slow  to  respond." 

Woolard  began  in  1991  by  slash- 
ing thousands  of  middle-manage- 
ment posts,  selling  $2.8  billion  in 
m-fitting  businesses,  and  reengineer- 
ing  those  remaining.  He  has  cut  37,000  jobs  to  shiink  DuPont 
staff  to  107,000.  So  many  people  left  that  DuPont  has  halved 
its  headcjuarters  office-space  needs,  to  2  million  square  feet. 

But  the  biggest  moves  came  in  1993,  as  Woolard  realized 
that  cutting  costs  wasn't  enough.  Far  moi-e  focus  was  needed 
on  markets.  "I  had  to  get  a  much  lar-ger  percentage  of  people 
in  the  company  to  undei-stand  that  customei-s  pay  our  bills,"  he 
says.  So  he  split  DuPont  into  21  strategic  business  units  (SBUs), 
from  a  $700  million-a-year  sjTithetic  fabrics  unit  to  Conoco 
Inc.'s  $13  billion  retail  gasoline  operations. 

Now,  each  SBU  operates  as  a  free-standing  unit,  and  man- 
agers report  directly  to  Woolard  or  a  handful  of  top  aides. 
Gone  is  a  complex  hierarchy  in  which  a  half-dozen  middle 
managers  once  stood  between  the  CEO  and  operating  business 
heads,  and  another  six  between  them  and  their  sales  staffers. 

The  changes  are  paying  off.  Although  DuPont's  1994  sales 
rose  just  6%,  to  $39.3  billion,  net  income  excluding  one-time 
charges  soared  65%,  to  a  record  $2.7  billion.  A  strong  econo- 
my helps:  Chemical  makers  are  all  riding  a  rising  tide.  But 
DuPont  has  done  better  than 
most — and  unlike  rivals  such 
as  Dow  Chemical  Co.  and 
Union  Carbide  Corp.,  which 
are  enjo^-ing  soaring  prices  for 
commodity  chemicals,  its  spe- 
cialized products  haven't  yet 
seen  big  price  jumps. 

Certaiiily,  DuPont  cannot  es- 
cape economic  ups  and  downs. 
Still,  Bronfman  appears  to  be 
jumping  from  a  train  just  now 
gaining  a  full  head  of  steam. 
Analyst  James  F.  Hickman  at 
cs  First  Boston  predicts  sever- 
al strong  years  to  come:  Ex- 
cluding asset  sales  to  fund  the  buyback,  Hickman  predicts  a 
sales  rise  of  about  5.5%  annually  tlu'ough  1996,  while  eai'nings 
should  jump  17.3%,  to  .$3.2  biUion,  this  year  and  23%,  to  $3.9 
billion,  in  1996.  Hickman  argues  that  DuPont  has  come  clos- 
er to  taming  the  cycle  than  most  chemical  makers. 

That's  because  Woolard's  restmctui-ing  has  gone  fai*  toward 
minimizing  the  swings  the  company  will  suffer.  For  starters, 
he  has  improved  DuPont's  global  spread:  From  39%  in  1989, 
it  now  gets  some  47%  of  sales  overseas  and  nearly  36%^  of 
aftertax  operating  profits.  Europe  and  Asia — where  DuPont 
has  built  a  dozen  plants  since  the  late  1980s — are  seeing 
double-digit  gTOwth.  More  important,  he  has  shaiply  reduced 
breakeven:  Annual  overhead  costs  have  fallen  fi'om  .$;3.7  billion 
in  1990  to  less  than  $2.9  bUlion.  By  forcing  supplier  to  reduce 
inventories  and  improve  efficiency,  Woolard  has  also  cut 
nearly  $1  billion  fi'om  supplier  costs.  Tliey're  now  dovm  to  $22 
billion,  and  Woolai-d  insists  that  supjjliers  deliver  new  savings 
of  5%  to  10%  eveiy  year. 

HARD  AND  FAST  GOALS.  Thanks  to  the  shaved  costs,  operating 
margins  have  gone  from  5.4%-  to  8%  since  1992  and  are  ex- 
pected to  top  9%  by  1996.  The  benefits  Row  straight  into 
DuPont's  coffers.  Operating  cash  flow,  which  fell  to  $4.38  bil- 
lion in  1992,  topped  $5.3  billion  last  year  and  Donaldson, 
Lufkin  &  Jenrette  analyst  William  R.  Young  says  that,  ex- 
cluding asset  sales,  it  should  hit  $5.9  billion  in  1995.  With  cap- 
ital spending  down,  fi-ee  cash  flow — operating  cash  flow  after 
dividends  and  capital  spending — is  soaring.  From  a  negative 
$1.2  bUlion  in  1992,  DuPont  should  rake  in  more  than  $2  blUion 


The  image  of 
DuPont  has 
morphed  from 
giant  sloth 
to  gazelle 
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in  free  cash  flow  over  the  next  two  years  (charts). 

For  all  that,  the  restnictuiing  job  is  only  partly  finished. 
Growth  will  depend  largely  on  Woolai'd's  push  to  create  a  cus- 
tomer-driven culture.  Early  signs  are  good:  Customers  say  the 

new  SBUs  have  be- 
come far  more  respon- 
sive. "DuPont  had  a 
take-it-or-leave-it  atti- 
tude," says  Edward  Andrew,  chairman  of  British  industrial- 
fabric  maker  Andrew  Industries  Ltd.  Now,  deaUng  with  the 
company  is  "simpler,  quicker,  and  more  efficient." 

But  for  DuPonters,  the  changes  have  been  invigorating  and 
unsettling.  Greater  responsibility  means  people  can  no  longer 
blame  higher-ups  for  decisions,  while  more  managerial  freedom 
also  means  more  risk,  "When  I  joined  DuPont,  if  you  kept  yom- 
nose  clean  and  worked 
hai'd,  you  could  work  as 
long  as  you  wanted," 
says  21-year  veteran 
Gary  M.  Pfeiffer,  head 
of  the  North  American 
nylon  unit.  But  today,  he 
says,  "job  security  de- 
pends on  results." 

For  DuPont  veterans 
hke  Stephen  M.  Long, 
that  means  developing 
the  more  entrepreneu- 
rial instincts  needed  to 
spark  growth  in  once 
mature  businesses.  Af- 
ter Chrysler  Corp. 
asked  DuPont  to  tailor 
a  plastic  bumper  with 

the  distinctive  "smile"  for  the  company's  hot 


XT     .         ,  X  , ,  .  PLASTIC  FANTASTIC 

sellmg  new  Neon,  for  example,  Long  ramrodded  *   ^   . ,         ^  t 
through  an  unprecedented  development  effort.  ^'^^QGlSOn  anu  LOllg 
At  stake:  sales  of  $3  million  annually— and  an  im-  \vith  the  quickly 
portant  beachhead  in  the  car  business.  tailored  Neon  bumper 

MIDNIGHT  OIL  In  the  old  DuPont,  approval  would 
have  taken  yeai"s  as  Long  sent  endless  memos  thi'ough  layers 
of  higher-ups  and  waited  for  clearances  to  pull  staffers  from 
other  units.  Instead,  Long  phoned  colleagues  in  West  Virgin- 
ia and  Wilmington  and  cobbled  together  an  informal  team  that 
set  to  work  with  Chrysler  immediately.  "DuPont  was  100% 
supportive.  If  anything  faltered,  they  stayed  up  all  night," 
says  David  L.  Andei-son,  a  Chiysler  engineer.  "I  know — I  was 
up  with  them."  Long's  perseverance  paid  off:  After  complet- 
ing the  technically  difficult  project  in  just  nine  months,  his 
team  won  the  order. 

Even  the  SBU  heads  have  to  learn  to  manage  in  a  far 
more  ft-ee wheeling  way.  SaHm  M.  Ibrahim  runs  the  $1  billion 


Lycra  business  from  Geneva,  for  example.  But  his  marketin 
director  works  in  Wilmington  and  his  11  other  top  aides  ar 
scattered  aroimd  the  globe.  Ibrahim  meets  with  them  jui 
four  times  a  year.  "The  company  has  given  me  a  lot  of  fret 
dom  to  operate  as  if  it  was  my  own  business,"  Ibrahim  say; 

Ibrahim's  autonomy  is  a  sharp  change.  Back  in  1984,  needin 
$7  million  to  buy  factory  equipment,  he  undei-went  two  weeli 
of  detailed  prepai-ation  for  a  two-houi-  giiUing  by  middle-mai 
agers — only  to  be  turned  down.  But  when  he  wanted  $70  mi 
Hon  to  expand  a  Singapore  Lycra  plant  recently,  he  got  th 
0.  K.  a  week  after  discussing  it  with  Woolard  over  breakfas 
Of  coui-se,  such  trust  springs  from  his  track  record:  Ibrahii 
has  tripled  Lycra  sales  since  1986.  That's  the  other  side  ( 
autonomy:  Managers  are  left  to  run  theii'  businesses,  but  mui 
{perform.  Woolard  sets  strict  targets  with  all  SBU  heads,  who  c 

the  same  for  staffer 
And  to  ensure  all  go  a{ 
gressively  after  bus 
ness — without  givin 
away  the  compan 
store — a  large  part  t 
many  managei-s'  pay  dt 
pends  on  both  sales  an 
profitability  of  the  sbl 
While  the  goals  ai 
meant  to  sharpen  cu; 
tomer  focus,  there  ai 
limits  to  just  how  cos 
DuPont  can  be  wit 
buyere.  Lately,  relatioi 
have  been  tested  wil 
price  hikes.  After  yeai 
of  declines,  the  price 
widely  used  hydrogt 
peroxide  has  chmbed  by  about  5%  since  Se] 
tember.  Says  a  top  exec:  "A  delighted  custom( 
is  probably  someone  not  pa^ying  enough." 

To  soften  the  blow,  DuPont  is  stretching  oi 
deliveiy  times  and  selling  smaller  lots.  For  yeai 
it  wouldn't  sell  nylon  in  the  smaller  lot  sia 
some  Japanese  prefeired,  for  example.  "They  acted  like  sellii 
to  us  was  a  favor,"  recalls  Fimiitaka  Yoneda,  sales  director 
Toa  Wool  Spinning  &  Wea\dng  Co.  Now,  he  finds  it  more  r 
sponsive — though  other  Japanese  buyers  say  they  would  1 
happier  if  DuPont  passed  on  savings  from  the  higher  ye 
"I'm  not  out  to  delight  my  customers,"  counters  Ned  C.  Jac' 
son,  chief  of  the  $2  biUion-a-yeai"  specialty  chemicals  SBU.  "I  ju 
want  to  become  indispensable  to  them,  so  they  can't  live  wit 
out  me."  DuPont  may  not  be  indispensable  quite  yet,  bi 
thanks  to  Woolai-d's  makeover,  it's  a  lot  closer  than  ever  befoi 
By  Joseph  Weber  in  Wilmington,  with  Linda  Bemier  ■ 
Brussels  and  Edith  Updike  in  Tokyo 


DUPONrS  RESTRUCTURING  TAKES  HOLD 

PROFITS  SKYROCKET...  ...MARGINS  SOAR...  ...AND  CASH  PILES  UP 


"1 


4  5  ■ 


•90  '9; 

X  BILUONS 


■96* 


■lie 


■90  ■SI  '92 
k  PERCENT 


•ALL  ESTlW;  :  l-fili)  ON  tUPOtff  S  BUSINESS  LINES  AS  OF  MAR.  31. "OPERATING  CASH  FLOW  ARER  CAPITAL  EXPENDITURES  AND  DIVIDENDS     DATA  COMPANY  REPORTS;  DONALDSON.  LUFKIN  &  JENREHE  SECURITIES  CORP 


130  BUSIN 


WEEK  /  APRIL  24,  1995 


J.  D.  Power  and  Associates 
Drives  Decisions 
with  the  SAS'  System 


Will  the  cars  on  the  drawing  hoard  today  meet  oonsiuiier  demands  of  tomorrow?  Tliat''s  the 
question  facmg  J.D.  Power  and  Associates.  The  answers  are  coming  from  the  SAS  System. 

"We  produce  a  monthly  loiccasi  ol  car  and  truck 
sales  for  altout  300  diiiereiit  vehicles,"  sa\s  Jou  Uoseutlial. 
Manager  of  Aiitoinotixe  Forecastini^  (or  J.D.  I'ovvcr  and 
Associates.  "Kach  vehicle  is  forecasted  l)\  month  foi  five 
years  lieyond  the  cmrent  )ear.  Right  now  I'm  forecasting 
through  the  Near  2000." 

The  SAS  System  Fits  Our  Business 

"The  .SAS  System  Is  ihc  luci  hchind  tliiise  lore- 
casts. ..our  software  of  {■lioice  for  anal\/,ing  sales,  economic, 
and  auto  iiidusliA  data  and  tlicn  rc|>orting  w  hat  we've  learned." 
adds  Rosenthal.  "iVfore  the  SAS  System,  nincli  of  the  lore- 
casting  was  done  hy  hand.  To  make  our  forc<  asis  credihie.  we 
had  to  have  a  credihie  s\stem.  One  llial  made  il  easy  to  huild 
applications  and  put  them  to  work  across  our  computing  en\ i- 
ronnients.  We've  got  minis.  Macs,  desktop  puhlisliing.  and  a  lot 
of  spieadsheets.  Tile  SAS  Svstem  fits  the  \\a\  ue  do  husiness." 

The  Bottom  Line  is  Information 

Now  that  the  forecasting  modt-l  is  up  and  running. 
Rosenthal  and  his  staff  aie  using  the  SAS  Syst(-m  to  huild  an 
interactive  datahase.  "The  Powim'  Inlormalioii  Network  will 
allow  an  auto  dealer  or  marurfactur-er  to  go  online  and  get 
market  information."  Rosenthal  explaiirs.  "W  hen  released. 


suhscr  iheis  will  he  ahle  to  select  from  a  long  menu  of  reports 
and  data.  The  versalilil\  ol  the  SAS  System  is  c'rucial  irr 
dcsclopiirg  drc  reports." 

"'riri-  hollom  hire  is  diis:  ap|)lications  are  heing 
developed  with  the  .SAS  S\>leni  lluil  will  d<'h\ei  the  most 
up-to-date  information  to  ihox-  wlm  make  decisions  for'  the 
autorrroli\c  irrdirstiy,"  savs  Rosenthal.  "II  marurfacturers  and 
dealers  can  gel  their'  hanils  on  accmalc  market  inforrrration 
and  preclrclioris.  lhe\  ha\<-  a  mru  h  li<'llcr'  chance  of  met'ting 
cuslomcrs"  needs  down  tile  road." 

To  recehc  a  S/\»S  Sysleiii  K\«'<-iili\<'  Summary,  fdve  us  a  call 
Ol-  ^isil  IIS  on  the  World  ^^ide  Well  al  lill|i://www.sas.coiii 


Information  Processing 


COMPUTERS 


POWER  LIFT 

■CEOKahng 
intends  to  sell 
Macintosh 
compatibles  to 
consumers  by 
mail  order 
while  building 
clones  for  other 
PC  makers 


WILL  THE  APPLE  CLONES 
BEAR  FRUIT? 

Power  Computing  is  betting  they  will-but  the  market  is  iffy 

This  18-month-old  startup  is  one  of  a 
handful  of  Mac  doners  that  hope  to  tap 
demand  for  Macs  sans  the  Apple  logo. 
Others  include  Radius  Inc.,  which  will 
offer  a  $12,500  computer  for  publishing 
and  video  professionals;  DayStar  Digital 
Inc.,  which  plans  Mac-compatible  pub- 
lishing workstations;  and  consumer-elec- 
tronics giant  Pioneer,  which  will  sell  to 
the  Japanese  home  market. 

But  Power  Computing  is  not  only  the 
first — it  plans  to  announce  its  clones  on 
Apr  17 — it's  the  only  one  aiming  squai'e- 


Power  Computing  Corp.'s  employees 
work  at  used,  gunmetal-gi-ay  desks. 
Some  have  brought  in  their  own 
computers.  Few  get  business  cards, 
which  are  regarded  as  a  luxui-y.  And 
when  it's  time  for  a  break  from  the  18- 
houi--a-day,  startup  giind,  they  switch 
on  the  string  of  Hello  Kitty  lights 
looped  around  their  cubicles  and,  on 
Thursdays,  dig  into  free  nachos  and 
beer — although  never  the  imported 
stuff.  Welcome  to  the  birthplace  of  the 
Macintosh  clone  industry. 


ly  at  the  broad  mai 
ket  that  Apple  Cor| 
puter  Inc.  hits.  Til 
company  plans  l| 
stall  shipping  May  I 
and  produce  10.000  if 
15,000  units  a  monl; 
by  July,  when  it  wj 
add  a  sub-$l,000  rao< 
el  for  the  home  ma 
ket.  Even  if  it  hi' 
its  goal— 100,000  m; 
chines  in  the  next  ; 
months — Power  Corl 
puting  won't  put  a  dent  in  Apple,  whic) 
will  ship  4.5  rnillion  Macs  thiis  yeai-.  But  [ 
could  pi-ove  there  is  an  appetite  for  Mi\ 
softwai'e  without  the  Apple  brand.  Sajj 
analyst  Williain  M.  Bluestein  of  marki 
reseai'cher  Fon-ester  Reseai'ch  Inc.:  "A 
eyes  will  be  on  Power  Computing." 

They'll  be  on  Apple,  too.  Apple  exe 
utives  say  a  successful  clone  business 
key  to  boosting  the  company's  mark( 
share  substantially  from  the  currei 
I07c — and  keep  it  among  the  industry 
top  players.  Apple  lost  gi-ound  in  199 
and  analysts  say  it  may  be  losing  sh: 
now  because  it  can't  build  enough  higl 
end  Power  Macs,  and  Wall  Street  hi 
been  paring  estimates  for  the  Marc 
quarter.  Paine  Webber  Inc.,  for  exan 
pie,  lowered  its  per-shai'e  earnings  for 
cast  from  $1.06  to  93(2. 
AGGRESSIVE  PRICING.  All  this  puts  moi 
pressui'e  on  Apple  to  manage  the  trai 
sition  to  the  clone  era  adroitly.  TI 
plan,  say  company  insiders,  is  for  App 
to  function  in  a  world  of  Mac  clone 
the  way  Compaq  Computer  Corp.  do( 
in  the  PC  clone  market:  Apple  will  pri( 
aggressively  but  slightly  higher  ths 
the  lowest-cost  brands  and  will  us 
superior  research  and  development  1 
bring  out  new  features  first.  On  Apr. 
Apple  announced  a  reorganization 
prepare  for  the  new  push.  It  places  £ 
hardware  and  software  developmei 
under  David  C.  Nagel,  fonnerly  head  ' 
Apple's  system-software  unit.  His  jo 
create  leading-edge  products  in  arej 
such  as  multimedia,  3-D  graphics,  con 
munications,  and  the  Internet. 

That  should  make  Apple  stand  oi 
from  today's  doners  and  make  it  sa) 
to  take  on  powerful  licensees  such 
IBM,  Motorola,  and  Goldstar — all 
talks  with  Apple.  In  addition,  the  R& 
push  should  help  fend  off  Microso 
Corp.,  wiiich  plans  to  ship  the  Ma' 
threatening  Windows  95  in  Augus 
Says  Tim  Bajaiin,  pi-esident  of  Creati\ 
Strategies  Research  Internationa 
"This  will  help  them  stay  ahead  tw 
or  three  steps." 

Near-term,  there  is  little  to  be  lo.' 
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TrGuino 


Snead 


Rodriguez 


Pdimer 


V$. 


Watch  the  legends  team  up 
to  battle  the  IPC  Stadium  Course  at  PGA  WEST. 

Sdturddy,  April  22  l-3pm  EST     Liv6  OR  ABC    Sunday,  April  23  4-6pm  EST 


They  groijj  more  legendary  euery  year  Champions  like 
Lee  Treuino,  Chi  Chi  Rodriguez  and  Arnold  Palmer  find  this 
year,  they'll  be  doing  battle  on  the  legendary  TPC .Stadium  Course  at 


^    PGfl  IIJEST  Add  that  to  the  unigue  team  best-ball  ^ 
format  they'll  be  playing,  and  there's  LIBERTY 
no  telling  uiho  uiill  emerge  uictorious  MUTUAL 


©1995  Liberty  MuCual  Group. 


Liberty  Mutual  Legends  of  Golf  supports  the  Make  A  Wish  Foundation  and  VIVA. 


WhaddyaSayTo 
A  Guy  Who's  Had 
The  Same  Job 
For  50  Years, 
Has  Never  Called 

In  Sick  Or 
Showed  Up  Late, 
Never  Taken  A 
Vacation  Or  A 
Holiday  Never 
Asked  For  A 
Raise  Or  Griped 
About  His  Bonus 
And,  Believe  It  Or 
Not,  Has  No 
Plans  For 
Retirement? 


Thanks. 


Rpmcinbc;  "nly  you  can  prevent  forest  fires. 


Information  Processing  | 


and  something  to 
be  gained.  Altogeth- 
er, Mac  doners  will 
likely  ship  280,000 
units  this  year,  pre- 
dicts Mac  market 
analyst  Pieter  Hait- 
sook.  Even  if  sales 
come  at  the  expense 
of  Apple,  the  compa- 
ny  will  ring  up  li- 
censing fees  and  added  sales  of  laser 
printers,  monitors,  and  software  from 
its  Claris  unit. 

What  are  the  prospects  for  the  Power 
Computing  clones?  Tlie  machines,  which 
resemble  ordinarj^  PC  clones,  consist  of 
three  models,  the  Power  80,  100,  and 
110.  The  company  isn't  disclosing  prices 
yet  but  is  expected  to 
undercut  Apple  by  10% 
to  30'7f  (table).  "Savs 


Apple's  strategy:  Use 
superior  R&D  to  bring 
out  new  features 
ahead  of  the  clones 


Kahng,  45,  is  push 
ing  a  two-prongec 
strategy:  Sell  Ma 
clones  by  mail  an( 
build  them  for  othe 
computer  makers  ti 
sell.  Kahng  won't  sa; 
which  PC  makers  wi 
buy,  but  sources  clos 
to  the  company  sa; 
candidates  ai'e  Gold 
star,  Olivetti,  and  Aconi  Computers  L 

For  now,  the  chief  focus  is  cost.  R&: 
is  in  SiHcon  VaUey,  where  Kahng  hirei 
seven  former  Apple  engineers,  inclu 
ing  Carl  Hewitt,  a  key  member  of  A: 
pie's  Power  Mac  team.  But  the  factoi 
and  the  mail-order  facihty — which  is 
ready  getting  300  to  400  calls  a  day — 
in  Austin,  Tex.,  where 
overhead  is  lower.  To 
shave    costs,  Kahng 


The  PQwer  to  Clone 


POWER  COMPUTING 


APPLE  COMPUTER 


Power  80 

Power  100 

PRODUCT 

Power  PC  7100 

Power  PC  8100 

80  Mhz 

100  Mhz 

CLOCK  SPEED 

80  Mhz 

100  Mhz 

8MB 

8MB 

MEMORY 

8  MB 

8MB 

365  MB 

730  MB 

DISK  STORAGE 

500  MB 

700  MB 

$1,995* 

$2,899* 

PRICE 

$2,899 

$3,699 

No 

Yes 

CD-ROM 

No 

No 

mi 


'Estimate 


DATA:  BUSINESS  WEEK 


CEO  Stephen  S.  Kahng:  "Basically,  our 
goal  is  to  make  Mac  affordable  to  a  lot 
of  people." 

If  the  strategj'  seems  familiai;  it  is. 
Power  Computing  is  the  brainchild  of 
Olivetti  Mce-Chairman  Elsoiino  Piol,  who 
wanted  to  build  a  high-volume  business 
ai-ound  the  PowerPC  cliip  used  by  Apple, 
IB.M,  and  Motorola.  He  put  heads  togeth- 
er with  friend  and  fonner  colleague  Enzo 
Torresi,  who  co-founded  Businessland 
and  Netframe  Systems  Inc.,  to  find  the 
person  to  run  the  new  venture. 
SIMPLE  BOXES.  Theii'  choice:  Kahng,  an 
engineer  who  in  just  sLx  months — and 
for  just  $200,000 — came  up  with  a  de- 
sign that  made  Leading  Edge  a  top- 
selling  IBM  clone  in  the  mid-1980s.  Since 
then,  he  has  designed  computers  for 
Samsung  and  Goldstar  and  consulted 
for  Digital  Equipment  and  Compaq.  Ol- 
ivetti ponied  up  $5  million.  "We  knew  he 
was  the  man  for  us,"  says  Piol.  Torresi, 
who  signed  on  as  chairman,  Kahng, 
Carlton  G.  Amdahl,  co-founder  of  Net- 
frame,  and  Piol  put  in  about  $500,000. 
And  Kahng  is  now  raising  $5  milhon  to 
SlO  miUion  from  venture  capitahsts. 


used  many  off-the-shelf  components  an 
redesigned  the  motherboai'd  in  the  sam  ^ 
shape  used  by  IBM  PC  clones.  And  h 
simple  boxes  are  far  cheaper  than  Aj 
pie's  fancy  cases.  The  result:  He  can  t 
profitable  at  'ZO^c  gross  mai'gins — Hi 
the  lowest -cost  PC  doner.  "We'U  be  con 
peting  with  PC  clones — price  for  price 
Kahng  says. 

WiU  it  be  enough?  There's  little  doul 
that  sales  will  surge  initially.  "The  re; 
test  is  next  yeai;  when  Apple  will  eva 
uate  the  clone  market  and  respond 
says  Bajarin.  "Apple  could  match  the: 
in  pricing."  If  anybody  can  create — ar 
sur.ive — the  Mac  clone  market,  Kahr 
may  be  the  man.  "Steve  knows  his  stui 
He's  a  great  engineer,  and  he's  we) 
connected  around  the  world,"  says  Ra' 
Irwin,  a  former  Apple  executive  ar 
now  NEC  Corp.'s  vice-president  f( 
multimedia  business  development.  "Th« 
have  the  real  potential  for  a  Cinderel 
stor\-  here."  If  not,  after  the  ball,  it 
back  to  the  drawing  boards  on  thoi 
second-hand  desks. 

By  Kathy  Rebello  in  Milpitas,  Call 
with  John  Rossant  in  Rome 
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It's  the  largest  race  of  its  kind— the  Chemical  Bank  Corporate     in  the  mens,  women's  and/or  coed  divisions. 
Challenge®.  Now  in  its  nineteenth  year,  this  3.5  mile  race  annual-        Many  are  called.  Many  sign  up.  .\11  have  fun.  The  Corporate 

ly  draws  over  123,000  runners  from  nearly  ^ — i  ,  QHg|||||Qj^[  BANK     Challenge.  For  entr\'  information, 

6,000  companies  in  cities  around  the  world.    ^^Krr  CORPORATE     ^""'^^         ^^^^^  Marketing, 

The  Corporate  Challenge  is  open  to       ^^^^T"'*'^  Chemical  Bank,  140  East  45th  Street, 

employees  of  corporations,  businesses         ^^Bif               i    Q  Q   c         '     ^  1 00 1 7 . 

and  financial  institutions.  Teams  can  race      ^  I  !  £  rl  ?         Fax:  (212)  557-3799. 


SCHEDULE    OF  EVENTS 


May  11 

New  York  Cin  #l 

June  2*^ 

jerse)'  City,  NJ 

Julv  26 

New  \ork  Citv  #3 

September  TBD  Mexico  Cit)' 

May  IX 

.Albany,  NT  ' 

July  12 

London,  England 

July  27 

■Momstown,  N7 

September  28     Atlanta,  GA* 

June  7 

Frankfurt,  Gemlan^■ 

Julv  IH 

Stamford,  CI 

August  1 

Syxacuse,  NT 

(October  7  dampionship 

June  15 

Rochester,  NT 

juK  2(1 

Boston,  .MA 

August  3 

Chicago,  IL* 

New  York  C\n 

June  22 

Buffalo,  N\' 

Julv  25 

Long  Island,  NT 

August 

San  Francisco,  CA* 

June  27 

New  York  City  #2 

August  1 5 

Paramus,  NJ 
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REAL  ESTATE:  GETTING  IN 
ON  THE  GROUND  FLOOR 


As  the  commercial  real 
estate  market  pulled 
out  of  a  slump — last- 
ing from  1987  to  1990— the 
mutual-fund  industry  re- 
sponded with  a  boomlet  in 
funds  that  invest  in  property. 
These  funds  charged  ahead, 
with  average  gains  of  23%  a 
year  from  1990  thr-ough  1993, 
then  paused  to  catch  their 
breath.  For  investors  who 
want  current  income  and  di- 
vereification,  this  could  be  the 
time  to  hop  on  board  before 
they  resume  their  ascent. 

Future  returns  may  not  be 
so  draniHtie,  but  analysts  say 
the  upsv  ,,ag  has  at  least  five 
more  ys  virs  to  go.  One  rea- 
son: Ne\'/  construction  has 


fallen  off  in  recent  years,  so  a 
lot  of  late-'80s  oversupply  has 
been  sopped  up.  "Although 
the  economy  is  slovdng,  it's 
still  growing,  and  that  means 
increased  demand  for  com- 
mercial real  estate  assets," 
says  Lehman  Brothers  ana- 
lyst Michael   

Gihberto. 

Investing 
in  commercial  property  is  far 
easier  now  that  real  estate 
mutual  funds  have,  since 
1990,  soared  in  number  from 
5  to  22  and  in  asset  size  from 
$80  million  to  $1.5  biUion. 
Previously,  the  most  access- 
ible route  was  to  buy  real 
estate  investment  trusts 
(REITS),  bundles  of  properties 


INVESTING 


sold  as  stocks.  But  reits  tend 
to  focus  on  one  sector,  such 
as  shopping  malls,  and  can  be 
hard  to  evaluate.  Funds  in- 
vest in  many  types  of  reits, 
diversified  across  property 
types  and  geographical  re- 
gions. They  can  also  reach 

  into  related 

fields,  such 


as  construc- 
tion or  building-materials 
companies. 

Because  property  funds  re- 
act to  supply  and  demand  in 
the  real  estate  cycle,  usually 
longer  than  the  equity  cycle, 
their  perfonnance  varies  from 
stocks,  and  thus  they  help  di- 
versify a  portfolio.  They  are 
also  less  interest-rate-sensi- 


tive than  bonds  or  utilitieJes' 
"When  the  Fed  first  starteiisa 
raising  rates  and  utihties  gciut^ 
smashed,  REITs  did  welliM 
says  Robert  Steers,  co-maiMi 
ager  of  Cohen  &  Steers  Rea 
ty.  Or  at  least  better.  For  t\ 
first  half  of  '94,  realty  fun(  real 
lost  2.2%  vs.  a  9.5%  deflo* 
for  utilities.  And  since  the/in  G 
less  rate-sensitive,  propertAy 
funds  may  serve  as  an  inflfcf 
tion  hedge.  Higher  rates  C£  i  to 
enhance  hard  asset  valu('l)ei 
and  drive  up  rents — and  i  elii 
vestor  income.  They  raisie.  t 
construction  costs,  makiru  s 
property  more  valuable.  Ai  A.  J 
real  estate  funds  are  less  v(  ita 
atile  than  other  hedges  suditst 
as  gold  funds.  iki 
TAX  BREAK.  Like  bonds  ai  to 
utilities,  funds  pay  regular  i  1  Est 
come,  currently  about  4<Mof 
But  as  the  economy  grovs.H 
fund  dividends  are  poised  fir. of 
growth  of  8%  a  year,  as  ma  eeb 
agers  raise  rents,  says  Giiceby 
berto.  Bond  income  can't  i  '  nEi 
crease,  and  regulato  — 
restraints  should  hamper  t^  JJJ 
payout  from  utilities. 

Another  plus  is  the  ti 
treatment  that  property-fui 
dividends  receive.  A  pc 
tion — usually  one-quarter—  p  1 1 
considei'ed  return  of  capit 
so  it's  not  taxed.  Instead, 
goes  to  reduce  the  basis 
your  fund  shares.  WTien  yj — 
cash  out,  you  pay  capit  jflig 
gains  on  the  difference.  Thi  ,. 
if  you  bought  a  share  of  1 '''''' 
delity  Real  Estate  Invei|(jfj 
ment  Fund  for  $20  and  i 
ceived  $4  in  dividends,  ™^ 
would  go  toward  reduci  ;ii3nge 
your  basis  to  $19  for  the  f  ianea 
lowing  year.  You  would  aey.Bi 
taxed  currently  on  only  $3  mm 

Real  estate  funds  are  kiltiipi 
ging  for  the  moment.  AftiiJieJi 
a  feverish  three  years,  theaivpl 
stumbled  in  1994  but  slhan 
pulled  ahead  of  stocks  a  apesei 
bonds,  returning  3.17%,  'bjajj 
1.29%  for  the  Standard  imann 
Poor's  500-stock  index  asJaju 
-2.92%  for  the  Lehmt^tl 
Brothers  bond  index.  Wel  itj 
the  lull?  Too  many  RElpj^r^| 
came  to  market  in  1993.  Oioiiatoi 
big  REIT,  Manufactured  Hoi !; 
Communities,  didn't  meet  ;ti 
earnings  estimates  last  yek 
and  yield-seekers  who  bouf 


136  Rn:>f.:v',S  WFFK  /  APRII  24,  1995 


estate  funds  ran  back  to 
ds  as  rates  rose. 
;ut  analysts  say  this  situa- 
can't  last.  Short  of  a  re- 
ion,  the  fundamentals  ai-e 
strong,  and  an  increase 
tension-plan  investments 
•eal  estate  funds  should 
)  drive  up  prices,  says 
ry  Greenfield,  manager  of 
3lity  Real  Estate.  He 
ks  REITS  will  rise  again 
.  to  12  months.  So  novi^ 
be  a  good  chance  to  buy: 
e  fundamentals  are  the 
e,  but  the  prices  are 
n,"  says  Monungstar  ana- 
A.  Jason  Windawi. 
^en  choosing  a  fund,  you 
it  start  with  a  veteran, 
luse  many  new  funds  are 
than  a  year  old.  Fidelity 
1  Estate,  started  in  1986, 
le  of  the  most  conserva- 
With  an  average  annual 
m  of  12%  over  five  yeai-s, 
?eks  safety  over  perfor- 
ce by  sticking  with  'Talue 
i"  REITS,  says  Greenfield. 


He  may  sacrifice  gain 
but  doesn't  get  hurt  as 
badly  when  the  market 
dips.  He  owns  mostly 
apartment  and  retail 

REITS. 

Slightly  more  aggi'es- 
sive  is  Cohen  &  Steers. 


How  the  Returns 
Stack  Up 


al  retui-n  of  14%,  it  has 
outperformed  the  stock 
market — with  one-third 
the  volatility — by  seek- 
ing top-tier  REITS  with  dem- 
onstrated ability  to  raise  div- 
idends, says  co-manager 
Steers.  He  looks  for  regions 
with  strong  economies  and 
for  properties  enjoying  the 
best  supply-and-demand  bal- 
ance. He  favors  apartments 
and  malls,  many  of  which  are 
selling  at  deep  discounts  to 
their  real  estate  value. 

Two  newcomer's,  cgm  Real- 
ty and  RPF  Real  Estate  Se- 
curities, are  ran  by  manag- 
ers with  respected  non-REiT 
track  records.  They  are  both 


FUND 

CURRENT 
YIELD 

TOTAL  RETURN 
12  MONTHS     3  YEARS 

COHEN  &  STEERS 

3.8% 

-0.28%  14% 

FIDELITY 

5.3 

-2.43  9 

PRA  REAL  ESTATE 

6 

-5.0  10 

RPF  REAL  ESTATE 

4.2 

-0.82  NA 

DATA;  MORNINGSTAR  INC. 

high-dividend  re  its  that 
CGM  likes  may  not  be 
able  to  boost  dividends 
further,  says  rival 
Steers.  And  the  non- 
reit  stocks  that  RPF  fa- 
vors can  backfii-e.  Sam 
Lieber's  Evergreen 


fans  of  hotels  and  storage  fa- 
cilities, which  have  been  in 
gi'eat  demand  lately,  com  is 
down  1.43%'  since  it  started 
last  May.  Manager  Ken 
Heebner  avoids  bigger  re  its 
and  bets  on  smaller,  less-fol- 
lowed companies  selling  at 
lower  multiples  and  higher 
yields.  RPF  manager  Andrew 
Davis,  whose  fund  was  down 
1.76%'  over  the  past  12 
months,  spreads  his  assets 
into  insui'ance  companies  vnth 
large  real  estate  portfolios. 
Dangers  lurk.  The  small, 


ty  Fund  lost  12%  in  '94 
because  of  a  26% 
weighting  in  construc- 
tion shares,  which  fell 
as  interest  rates  rose. 

Moreover,  since  there  are 
only  200  public  REITs,  trou- 
ble for  one  biggie  can  hurt 
the  whole  market.  And  real 
estate  is  cyclical — so  it  will 
dip  again.  But  many  pros  be- 
Ueve  that  won't  be  for  quite  a 
while.  In  the  meantime,  real 
estate  funds  can  add  diver- 
sity to  your  portfolio  and  ciu'- 
rent  income  vdth  potential  for* 
gi-owth.  And  they  will  never 
wake  you  up  at  3  a.m.  to 
complain  that  the  pipes  have 
burst.  Pam  Black 


ART  MONEY 


OW  TO  BET 
GAINST 
HE  BUCK 

;  the  U.  S.  dollar 
ntinues  its  record 
^  ide  against  major 
irrencies,  foreign 

;hange  plays  may  seem 
i  an  easy  way  to  make 
ney.  But  they're  not. 
■vements  are  notoriously 
•d  to  predict, 
i  the  dollar  has 
3ady  plianged 
h  against  the 
)anese  yen  and 
i  against  the 
rman  mark 
ee  January, 
14.  "At  these 
els,  it  would  be 
ying  with  fire 
:ount  on  contin- 
1  appreciation 
;he  yen  vs.  the 
lar,"  says  Nich- 


olas Sargen,  strategist  at 
J.  P.  Morgan's  Private  Bank- 
ing group.  And  against  the 
mark,  which  is  stabilizing, 
"the  stoiy  is  somewhat  the 
same,"  he  adds. 

Still,  many  experts  be- 
lieve the  dollar  will  contin- 
ue to  weaken  until  the  Fed 
raises  interest  rates  fur- 
ther. If  you  agree,  you  may 
want  to  try  to  profit  by 
buying  a  certificate  of  de- 
posit denominated  in  an- 
other currency.  These  are 
available  only  at  a  few  U.  S. 
banks,  such  as  Citibank 
(800  755-5654)  in  New  York 


$20,000  1 -YEAR  CD 

YIELD* 

TOIAL  RETURN  IN  US$  AT  MATURITY 

IF  US$         IF  US$  NO 
DOWN  10%     UP  10%  CHANGE 

SWISS  FRANCS 

2% 

$22,667  $18,545  $20,400 

GERMAN  MARKS 

3.5% 

23,000   18,818   20,700  1^ 

NEW  ZEAUND 
DOLLARS  7.5% 

23,650   19,350  21,500 

JAPANESE  YEN 
1% 

22,444   18,363  20,200 

*  As  of  Apr.  6, 1995 

DATA:  MARK  TWAIN  BANK 

and  Mark  Twain  Bank  (800 
926-4922)  in  St.  Louis.  Both 
offer  CDS  with  three-month 
to  one-year  terms  in  a  vari- 
ety of  currencies,  as  well  as 
an  accompanying  foreign- 
denominated  money-market 
account  for  short-term 
holdings.  Citibank's  mini- 
mum investment  is  $25,000. 
At  Mark  Twain,  it's  $20,000. 
BiG  RISK.  The  CDS  are  feder- 
ally insured,  but  don't  con- 
fuse these  vdth  ordinaiy 
CDs.  Your  risk  comes  when 
you  convert  back  into  dol- 
lars. "There  is  significant 
lisk  and  opportunity,"  says 
Citibank's  Jefft-ey 
Volk.  For  example, 
if  the  dollar  fell 
10%  against  the 
yen  while  you  held 
a  $20,000  invest- 
ment in  a  one-year 
CD  paying  1%,  you 
would  net  $22,444 
(including  interest) 
at  maturity — for  a 
12.2%  return.  But 
if  the  dollar 
strengthened  10%, 
only  $18,363  would 


be  returned  to  you — an 
8.18%  loss.  If  you  put  the 
money  in  a  U.  S.  CD  paying 
6%,  you  would  end  up  with 
$21,200  risk-free. 

You  can  probably  get  a 
higher  rate  by  buying  a 
one-year  foreign-govern- 
ment bond,  but  you  could 
face  a  high  minimum-pur- 
chase, and  the  principal 
wouldn't  be  insured  by  the 
FDic.  Besides,  foreign  CDs 
have  other  uses:  If  you  plan 
to  make  major  purchases 
abroad,  you  could  set  the 
currency  aside  ahead  of 
time.  Or  if  your  foreign 
bonds  matui'e  and  you  don't 
want  to  convert  them  into 
dollars,  you  can  hold  the 
cash  in  a  nondollar  CD. 

Even  if  you  think  this  is 
the  wrong  time  to  bet 
against  the  dollar,  asset  al- 
locators say  foreign  curren- 
cy should  play  a  small  role 
in  individual  portfolios  as  a 
way  to  diversify  risk.  Just 
know  that  if  you  jump  into 
this  arena  you  won't  always 
have  the  easy  ride  we've 
had  this  year.    Amey  Stone 
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Personal  Business 


SHADY  OPERATORS 
IIV  LONG  DISTANCE? 

One  Saturday  morn- 
ing last  January, 
someone  called 
from  AT&T  to  ask 

if  I  wanted  to  re- 
instate AT&T  as  my 
long-distance  carrier. 
Funny  thing  was,  I 
had  never  left  AT&T  in 
the  first  place. 

Or  so  I  thought.  But 
when  the  bill  from  my 
local  carrier,  Nynex, 
arrived  in  my  mailbox 
a  few  days  later,  it 
also  contained  a 
statement  fi'om 
Sonic  Commu- 
nications, a 
long-distance 
outfit  in  Roswell, 
Ga.,  that  I  had 
never  heard  of.  Worse 
still  were  Sonic's  rates: 
The  company  charged 
me  $104.42,  including  taxes, 
for  eight  calls  between  Man- 
hattan and  SOver  Spiing,  Md. 
Under  my  at&t  discount 
plan,  those  same  calls  would 
have  cost  $29.66. 

I  had  been  a  victim  of 
"telephone  slamming" — hav- 
ing your  long- 
distance service 
switched  from  one  carrier  to 
another  without  youi"  knowl- 
edge or  consent.  "Slamming 
is  becoming  an  increasingly 
common  type  of  consumer 
fraud,"  says  California  Attor- 
ney General  Daniel  Lungi'en, 
whose  office  in  Febi-uary  filed 
a  complaint  against  Sonic, 
seeldng  $5  miUion  in  restitu- 
tion for  thousands  of  Califor- 
nia victims,  $1  million  in  civil 
penalties,  and  an  injunction. 
Illinois,  Georgia,  and  New 
York  i'  lve  also  sued  Sonic 
over  t>  alleged  scam. 
GRAYTi  :  On  Apr.  7,  Sonic 
(iied  for  "hapter  11  in  federal 
bankJTipi  y  court  in  Atlanta. 
Responc'id^-  to  the  states'  al- 
legatioir;.  Charles  Helein,  an 
attome  V  for  Sonic,  says:  "We 


PHONING 


are  denying  any  intentional 
effort  to  mislead  consumers 
into  taking  our  service.  We 
have  followed  a  consistent 
policy  that  any  consumer  who 
has  complained  has  been  giv- 
en a  refund." 

Sonic  is  not  the  only  al- 
leged culprit.  The 
Federal  Commu- 
nications Commission  has  re- 
ceived more  than  4,000  com- 
plaints of  unauthorized 
switching  since  1992.  at&t  es- 
timates tens  of  thousands  of 
its  customers  are  slammed 
every  month,  and  it  found 
that  7%  of  those  surveyed 
who  left  AT&T  between  April 
and  September  of  last  year 
were  slamming  victims.  In 
Mai-ch,  the  FCC  issued  a  $1.4 
million  "notice  of  apparent  li- 
ability" against  Oncor  Com- 
munications, claiming  that  On- 
cor slammed  numerous  pay 
phones  in  New  York.  "Oncor 
admits  the  phones  were 
switched  but  denies  any  in- 
tentional wrongdoing,"  says 
Gregory  Casey,  regulatory  at- 
torney for  Oncor. 


Under  current  FCC  rules,  a 
phone  company  must  obtain 
a  customer's  authorization, 
typically  in  a  so-called  letter  of 
agency,  before  a  switch.  But 
consumers  may  unknowingly 
approve  such  a  change  when 
they  sign  contest  entries 
or  pi-ize  forms.  Accord- 
ing to  court  papers,  Son- 
ic sent  unsolicited 
$10  checks  to 
thousands  of 
consumers,  in- 
cluding many 
with  Hispanic 
sui'names.  By 
endorsing  the 
cheeks,  these 
people  unwit- 
tingly gave  their 
0.  K.  to  a  switch. 
On  the  back,  in 
hght-gi'ay,  nearly 
illegible  type,  was 
the  authorization 
for  Sonic  to  be- 
come their  long-dis- 
tance provider  But 
some  consumers 
complained  they 
were  switched  with- 
out receiving  or  sign- 
ing checks.  I  never 
got  one:  A  Sonic  rep  told  me 
that  an  Olga  Perez,  whom  I 
didn't  know,  had  endorsed  a 
check,  presumably  for  my 
number 

To  help  thwart  slamming, 
the  FCC  proposed  new  rules 
requiring  that  a  document  to 
0.  K.  a  change  may  not  be 
combined  with  a  sweepstakes, 
check,  or  other  come-on.  And 
the  authorization  forai  must 
be  wi-itten  in  "clear  and  un- 
ambiguous" language  with 
print  of  "sufficient  size." 
Consumers  who  suspect 


they  have  been  slammi 
should  immediately  call  a 
write  their  local  and  long- 
tance  phone  companies  a: 
the  fraudulent  canier  and 
switched  back.  You  sho 
also  notify  the  FCC,  your  si 
attorney  general,  and  consi 
er  outfits  such  as  Call 
Action  (202  537-0585). 
STILL  HAGGLING.  Victii 
should  ask  their  local  pho 
company  to  waive  any  recr 
nect  fees.  The  onus  is  on  t 
slammer  to  prove  a  leg; 
mate  authomation  was  g 
en.  You  may  also  refuse 
pay  the  higher  rates  charg  U 
by  the  offending  carrier,  ai 
did.  Tell  your  Baby  Bell 
are  fonnally  disputing  the 
cess  charges. 

Still,  the  exercise  can 
frustrating.  Although  a  So 
rep  said  the  company  mad( 
mistake  and  agreed  to  ah 
by  AT&T's  rates,  I  am  still  h 
gling  with  Nynex  and  So 


$ 

lie  2 
cGrc 


over  charges.  And  althoii,j,]^g 
my  non-Sonic  charges  w(' 
paid,  Nynex  initially  threfU'^ 
ened  to  cut  off  my  sei-vice. 

To  prevent  slamming  fr  • 
happening  at  all,  some  lo 
phone  companies,  includi 
Ameritech,    Bell  Atlanr^' 
Nynex,  and  Pacific  Bell, 
you  put  a  freeze  on  y( 
long-distance  service,  me 
ing  a  change  can  occur  o 
when  you  approve  the  swi 
youi'self — not  when  the  n  rejisti 
company  says  so.  Amerite  ik'ii! 
Bell  Atlantic,  and  Nynex  pomet 
cept  a  phone  call  to  undo 
fi'eeze.  Pacific  Bell  custom  ^ '^'cH 
must  wiite  in.  Having  bee 
slamming  victim,  I  think 
keep  my  service  on  hold  fe  w 
while.  Edward  B 


WORTH  NOTING 


■  ESTATE  PLAN.  A  new  56-page  booklet  from,  a  top  ac- 
counting firm  explains  how  to  structure  property  own 
ership  so  that  your  wealth  gets  passed  to  your  loved 
ones — not  the  tax  collector.  Write  for  a  free  copy  of  f 
Wealth  Preservation:  Plann  ing  for  Your  Estate  to  Kai 
Gentile,  Coopers  &  Lybrand,  1800  M  Street  N.  W., 
Washington,  D.  C.  20036. 

■  GROUND  TRANSPORTATION.  Wondering  how  much  it 
will  cost  to  get  downtown  after  you  land?  The  1995  Sal 
International's  Airport  Transit  Guide  ($7.95)  provides 
taxi  fares,  limo  schedules,  public-transit  data,  and  par)] 
ing  rates  for  the  world's  airports.  Call  800  962-4943. 
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Explore  A  New  World  Of  Technology 


he  1995  Business  Week  Conference  on  the  Virtual  Office: 

npact  and  Implementation 

)w  can  you  make  the  virtual  office  a  profitable  reality  for  your  company?  Join  Business  Week  and 
icroAge  Infosystems  Services  for  this  premier  industry  gathering,  and  give  your  company  a  virtual  lift. 

ne  27-28,  1995  Presented  in  association  with: 

cGraw-Hill  World  Headquarters 
)ckefeller  Center 
ew  York,  New  York 


MxcxoAge 

INFOSYSTEMS  SERVICES 


ith  the  support  of:   Apple  Computer,  Banyan  Systems,  Hewlett-Packard,  NEC  Technologies 

itured  speakers:      Dr.  Richard  Nolan,  Professor  of  Business  Administration,  Harvard  Business  School 

Dr.  Robert  Johansen,  Director,  Emerging  Technologies  Program,  Institute  For  The  Future 
Adelaide  Horton,  Chief  Operadng  Officer,  Chiat/Day 


register  for  The  1995  Business  Week  Conference 
the  Virtual  Office,  call  (800)682-6007,  or  fax  your 
ponse  to  (212)512-6281,  or  mail  this  coupon  to: 

lin  McKenna 

siness  Week  Executive  Programs 

21  Avenue  of  the  Americas,  36th  floor 

wYork,  NY  10020-1095 


I:  $575 

^heck  enclosed. 
3ill  me. 


Bill  my:  □  American  Express 

□  MasterCaxd 

□  Visa 


ount  Number:  

iiration  Date:          /  / 

lature:  


Name:. 
Title: 


Company: 
Address: 


City:. 


Telephone:  

Primary  Business:^ 


State: 


Zip: 


Fax: 


.Annual  Revenue:  $_ 


CANCELLA  TION  POLICY:  All  cancellations  must  be  received  in  writing.  Those 
postmarked  after  June  9,  1995,  will  be  subject  to  a  service  charge  of  $150. 
Registrants  who  fai!  to  attend  and  do  not  cancel  prior  to  rhe  conference  are  liable  for 
the  entire  registration  fee.  You  may,  if  you  wish,  send  a  substitute. 


BusinessWbek  ; 

E  X  EC  U  T  I  V  E  PR  O  G  R  A  M  i 


Beyotid  news.  Intelligence. 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (3l2)4B4-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  6061  1 


Seminars 


Travel/Golf 


Insurance 


21ST  CENTURY 
SALES,  PROMOTION  & 
MARKETING  TECHNIQUES 
THAT  WILL  SKYROCKET 

YOUR  BUSINESS 
For  FREE  information 
Call;  1-800-806-6934 


1995  Maui  Golf  Guide 

Portable  Sofiwaie  Travel  Guide 


§  I-80C 


•  WiiKitnedia  14-cou;se  iour 

•  ExpeTi  Hole-By -Hole  Sirategy 

•  Full  Color  Pho;o5  of  B«;  Holes 

•  3  .'  Oii*e:;is     C?  V.'  'r: 


S29.95 

800-580-5050 


CWD£S 


Newsletters 


Aro  You  Concomod 
About  Ekioily  Paronts? 


The  problems  are  mnd  boggirg  ar>d  yet. 
'jjt  parens  were  tfier©  ior  usJ  Our  nwsiertec 
A-l  make  fielpng  Ehem  easer  arxJ  tet  you  keec 
.  OUT  lite-sJyle'  Wnte  for  free  nfo  new 


C4PR1C0RN'S 


I  SLMMER  FALL  SPECIALS 

I  800-426-6544 

^^^CAPRICORN  LEISURE  CORP.  I^'^r 

L  AmericanAlrlines'  fi^  -I 


Business  Opportunities 


INCORPORATE 


^1  <iKpi)R\n: 

^ERMCE 
^(  ENTER 


24hr  Rush  Se 


-  -  •  ^  .  ;--  ;s52 

Free  Info  Packet    1  .BOO-G J8-2320 
1-800-NEVADA-O  Ext. 380 


NEVADA  •  WYOMING 


A 


rcnaet 


ological  Pou 


rs 


LED  BY  NOTED  SCHOLARS 
1995  TOURS:  tgyp:.  Israel,  Burma,  Thailand. 
Laos  6t  Ca.Tibodia:  South  India,  Turkey.  China, 
Cenifa!  Asia,  Himalayas:  Sialy  &  South  Italy: 
Cyprus  6i  Crete,  Ireland  6t  Scotland,  Ancient 
Rome,  Indonesia,  Portugal,  Caves  6l  Castles, 
y;aya  i;:rgdorr,s 

'T'^archaeological  tours 

:;i."^i>-Ave.9WBiV,N"Y  ST1J0I6  2^2  986-3054 


Business  Opportunities 


BUILD  YOUR  FUTUHE 


.AddIv  to  DSR  Program 
930  Main  Street 
Acton.  MA  01720 
Fax:  50S/26?-4159 


•  Premium  Contemporar>-  Post  &  Beam 
Homes 

•  Superior  Materials 

•  Unsurpassed  Design,  Semce  and 
Marketing  Support 

Sales  Temtones  available  for  qualified 
entrepreneurs  who  are  capable  ot 
running  an  independent  business 

HOL5E 


FKKE 

CBSl  4Sb  Computer 


Twenty  Businesses  You 
Can  Run  From  Your  Home 
With  A  Computer! 

FREE  Cassette  Tapes:  These  tree,  two 
cassetre>  will  explain  how  you  can  start  sev- 
eral or  all  ot  these  tw  enn  turnkey  businesses 
pan-time  ar.J  still  retain  the  security-  of  your  present  position.  If  you 
purc:  w;se  out  software  and  business  program,  we  will  give  you  the  com- 
putc:  .inj  punter.  If  you  already  own  a  computer,  you  may  receive  a 
disc,  ti nr.  rome  individuals  are  now  earning  S4,0C0  to  $10,000  per 
month  p-:--time.  Free  home  office  training.  Financing  available. 
Tl  receive  free  cassettes  and  color  literature,  call  toll-free: 

i'800-343-8014,  ext.  769 

Computer  Business  Services,  Inc. 


SAVE  OVER  50% 
ON  TERM  LIFE 
INSURANCE 


NOA  ;rom  BesiOjcie  a  FREE  coxpanson 
quotation.  We  survey  over  150  'A'  rated 
insurance  companies  and  we  send  you  our 
five  lowest  rales  availaWe.  No  salesperson 
will  ever  visit.  Complete  confideniialiiy. 
Example:  Annual  Premium  for 
SSOO.OOO  policy  only  S265  for  a 
35  year  old  male  -  non-smoker. 

Call  BestQuote 
800-253-1133 

24  hours/T  days 
(not  available  all  states) 


Books 


✓  Save  SS  ✓  Slash  Taxes! 
l^End  "Employee  Problems!"\ 
I     ✓  Improve  Productivity  I 


Replace  Employees  With 
independent  Contractors! 


1-800-486-3033  | 
,      <rf!1Hffld=ld=I.BCTHi  , 


Sports  Equipment 


Cheat 
At  Tennis 


TENMs  n  TOR  Your  Own 
Portable 
Tennis  Ball 
Machine 

1-800-448-8867 

for  FREE  brochure 


Menswear/Fastiion 


MEN*S  WIDE  SHOES 

EEE-EEEEEE,  SIZES  5-13 

Extra  width  for  men  v/tio  neea 
it.  Excellent  variety, 
styling  and  quality. 
Send  for  FREE 
CATALOG 


HITCHCOCK  SHOES.  INC 

Dept.  55  D  Hingham.  MA  02043 


$1  ,OOO,OO0<i0 

LIFE  INSURANCE  h 


Age 

1  Year 
increase 
Term 

10  Year 
Level 
Term 

i5Yeai 
Level 
Term 

35 

S600 

S900 

S1.13C 

45 

S850 

SI  .800 

S2.17C 

55 

S1.860 

S4.015 

S4.36g 

65 

S4.590 

S9.275 

S11.98J 

ANNUAL  PREMIUM  t 

UnaervvTirten  by  major  life  msurat^.- 
companies  given  fiighest  ratings  i 
financial  soundness  by  A.M.  Bei 
Standard  &  Poors  and  Mood/s 
Survivorstiip  and  cthier  pla4: 
available.  Call  for  a  quotation  on  ; 
desired  amount  and  individual  pl  Iri] 
A  free  written  confirmation  willf''" 
mailed  to  you. 

CALL: 

1  -800-444-871 

FINANCIAL  SERVICES  GROU 

169  Reservoir  Street  •  NeeOhati,  MAOJj 


Computer  Software 


IT'S  A  JUNGLE 
OUT  THERE! 


5:jr: 


Get  your  own  way! 
Negotiator  Pro'' interactive  softm 
tielps  you  master  any  negotialio, 

Call  for  FREE  ^ 

onn  A  AO  •Jino  Som"""  rips 

800-448-3308  sn.  pc  wA 


S189 


WSJ  Forties  PC  UUgai  f'<^ 
60-Day  Unconililional  Guarantei 


Nesttiator  Pro  Company  -  BnakliM, 


Business  Opportunities 


CONSlXT.\NTS/TR.\INI  ■ 
International  firai  e.xpandin 


US  needs  independent 
consultants  and  trainers  t 


LOf 


represent  our  company.  ^ 
offer  some  of  the  finest  huir^^ 

resource  development 
programs  available  today.  V 

high  income  potential. 
Extensiv  e  training  and  sup 
Management,  marketing, 
consulting  experience  helpf 
Send  resume  or  brief  persoi 
hLston.  to: 
Resource  .Associates 
Corporation 
D.L.  Engle,  \P  Developmep 
Department  \\3495C 
100  Kachel  Blvd.,  #150E 
Reading,  P\  19607 

(800)  799-6227 
F.-ii.X:  (610)  856-5918 


IE 

ill.--;; 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  454-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  6061  1 


Telecommunications/Products 


0  Cellular  Phones 
One  Number  — 


r  this  handheld 
OROLA  phone 
ve  will  put  U  on 
ime  number  as 
existing 
lar  phone! 


icond  bill,  no  second 
her  to  give  out! 

ly  5>4"3    your  existing 

cellular  number! 

»py  Supply,  Inc. 

1212  Boylslon  Si.  #120 
Cheslnul  Hill.  MA  02167 

i)  340-0579  •  (617)  327-7272 


avel  Abroad  with  a  PC  & 
fax/niodem? 


ecogniie  this  problem? 
eAdapt  provides 
T:.  which  enable  you 
iect  &  communicate 

anywhere  in  the 

world 
ict  us  now  for  more 

information! 


Corporate  Gifts 


ildYour  Image!. 


i  build  your  business 


1-800-792-2277 


510-786-1111  Attn  Mr,  Burton 

E  CORPORATE  CHOICE 


CELLULAR  EXTENSIONS 


you  can  legally  dune  your  phone 
ng  a  PC  &  our  software  package' 
Software  includes  many  other  useful 
ties  SASE  for  free  catalog 

ESN  READER  ...^400  I 

G2/AMPS|no  iocn-^600  I 

CEUJUIAR  MASTERS  (805)486-0867 


Investment  Services 


BIO/MEDICAL  STOCKS 
Intelligent  Biotech  & 
Biomedical  Investment 

Subscribe  to  BMTS  Newsletter 
•  3  month  $55  •  One  Year  $195 
BMTS  Newsletter,  P.O.  Box  360 
New  York,  NY  10021 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LaserJel  ColorPro 
Deskiel  DrallPro 
RuggedWriter  Draft/Master 
Electrostatic  Plotters  DesignJet 
HP  9000  Wotl<slalions  and  Veclras  also  available 

Ted  Dasher  &  Associates 

4117  Second  Ave  .  S  Birmingham,  AL  35222 
Phone:  205/591-4747  Fax:  205/591-1108 
eOO/638-483] 


Computer  Software 


FREE  EDI  SYSTEM 


Ccdl  SDS  and  receive  a  Free  "Personal  EDI 
System"  &  our  EDI  Solutions  For  Business 
brochure.  See  how  Unisys  EaDIplus  can 
improve  virtually  alt  aspects  of  your  business. 


Call  Structured  Data  404-447-0096 

Systems  today  ext  255 

Limited  supply  Ofler  expires  wilhoul  notice 


Sales  Promotion/Display  Products 


Catalogs/Marketing 


Get  Your  Products  &  Videos 
into  millions  of  mail 

ORDER  catalogs! 
We're  a  commissioned  manufacturer's 
rep  firm  specializing  in  selling  to  this 
growing  market.  Please  call: 
Direct  to  Catalogs,  Inc. 
6600  Coffman  Farms  Road 
Keedysville,  MD  21756 
301/432-4410 


Direct  Marketing 


TAKE  A  QUANTUM  LEAP 
INTO  DATABASE  MARKETING 

Do  you  sell  products  or  services 
to  businesses  &  institutions? 
Put  our  expertise  in  custom 
built  databases  for  b-to-b 
marketing  to  work  for  youl 

For  more  details,  call  or  fax: 
INFORMATION  PLUS 

Ph:  716/852-2220  Fx:  716/842-6049 


Business  Services 


CONSIDERING  GOING  OFFSHORE? 

For  FREE  INFORMATION  on  Offstiore  Asset 
Protection  Strategies,  Offstiore  Trusts, 
International  Business  Corporations, 
International  Banking  and  Investing,  Dual 
Citizenships  and  International  Venture 
Capital  Development,  Plus  Individual 
Business  Opportunities  in  Offshore 
Consulting.  Call  FFC,  Inc.,  1-800/633-2462 
(FFC.  Inc  .  is  NOT  a  legal,  accounting  or  financial 
planning  firm,  and  does  not  give  this  type  of  advice 
See  your  licensed  professional ) 


RESEARCH  REPORTS 

19.850  academic  topics  available' 
Senij  $2  00  tor  the  290-page  catalog 
Custom-written  reportsaiso  available 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351  0222 
(California  310-477-8226) 


Business  Services 


SATISFY  YOUR  CUSTOMERS 
MOTIVATE  YOUR  EMPLOYEES 

Conversations  with  Our  Ciistomers^^^ 

is  a  unique  video  program  custom- 
designed  for  your  business  to  educate 
and  motivate  your  employees  to 

respond  to  customer  needs  ... 
drive  continuous  improvements  in 
customer  satisfaction  ... 
and  keep  you  ahead  of  the 
competition! 
For  Informalion/FREE  Brochure 
CALL  800-688-2962 


Financial  Planning 


FREE  LIVING  TRUST  REPORT! 


4  Costly  Flaws  of  a  "Will" 

Discover  the  differences  between  a  Will  & 
Living  Tnist,  plus  how  to  avoid  probate. 
Send  a  }2it  self-addressed  envelope  to: 
National  Living  Trust  News  Bureau 
3000  Ocean  Park  Blvd.  #1070,  Dept.  1 
Santa  Monica,  CA  90405 


Education/Instruction 


No-Classroom  College  Degree!  < 


O^arn  your  no-classroom  college  degree  in 
Business.  Liberal  Arts,  or  Nursing  using 
Moore's  successfully  refined  study  program. 

Choose  frorrt  three  nationally  accredited 
universities.  Interest-free  financing  available 
CALL  NOW  FOR  MORE  INFORMATION! 


iZOZ  Belmont  Blvd 
Nashville.  TN  i721Z-600b 

1-800-737-2222 


fBACHELOR,  MASTER,  DOCTORATE 

I  EARN  A  DEGREE  Use  your  past  experience  as 
credit  toward  your  degree  No  classes,  seminars 
I  or  on-campus  attendance  Studies  build  upon 
your  experience  Self-paced  •  Send  Resume 
For  No  Cost  Evaluation 

(800)  240-6757 

6400  Uptown  Blvd  NE 
Suite  398-W, 
08pt46 

Albuquerque.  New  t^exico  8/110  USA 


FREE  VIDEO 


EXTERNAL  DEGREES 

BA/BS  t^S/MBA  PtnD/JD 
I  Credit  for  work  /life  exp,  •  Accredited 
(800)  444-8569  (24  hrs.) 

LaSalle  University 

I  Dept.  569  Mandeville,  LA  70470-4000 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Business  Admin,  Public  Admin,  Health 
Care  Admin,  Human  Resources,  Finance, 
International  Business,  Tech  Mgmt,  Law, 
Paralegal,  Psychology.  Call  for  brochure 
(800)477-2254  (24  hrs) 
Southern  CalHomla  Unlverstty 
for  Professional  Studies 
1840  E.  17  St-BW.  Santa  Ana,  CA  92701 


EARN  YOUR  COLLEGE  DEGREE  AT  HOME 


•  B,S,  &  M,B,A,  in  Business  njAnUnri/ 

•  B,S  in  Environmenlal  Studies  LflnUWlLK 

•  M  S  in  Management/ 
Environmenlal  Studies 

'  Approved  lor  tuition 


UNivERsrrv 


ACCREDmD  MEMBER 


reimbursement  by  major  companies 
For  a  free  catalogue  call  1-800-767-CHAD. 


Harvard  Business  School  Publishing 

Boston,  MA  02163  At  bookstores  now,  or  call  1-800-545-7685,  ext.  5026 

1-617-495-6192,  ext.  5026 


TOthTheir 

Ideas 
\buCan 
Reshape 
.  Yom 
Industr>i 

"The  year's  best  management  book".' 
—Business  Week 

"Destined  for  a  place  alongside  such 
strategy  greats  as  Michael  E.  Porter 
and  Henry  Mintzberg'.' 
—  Industry  Week 

"If  there  is  room  for  only  one 
management  book  on  your  reading 
shelf  each  year,  this  is  if.' 
—Steven  Pearlstein, 
The  Washington  Post 

"Arguably  the  two  most  influential 
thinkers  on  strategy  in  the 
Western  world'.' 
—  Peter  M.  Senge,  author 
of  The  Fifth  Discipline 
320  pages ,  $24.95 

Competing  for  the  Future  is  also 
on  video,  featuring  commentary  by 

Gary  Hamel  and  C.K.  Prahalad 
and  documentaries  of  JVC,  Swatch, 
and  EDS,  whose  stories  illuminate 
how  businesses  can  create 
tomorrow's  industries... today 


BREAKTHROUGH  STRATEGIES 
FOR  SEIZING  CONTROL  OF  YOUR 
INDUSTRY  AND  CREATING  THE 
MARKETS  OF  TOMORROW 

HAKVABD  BOSIKESS  SCHOOI.  PRCSS 


usiness  Week  Index 


ODUCTION  AND  LEADING  INDEXES 


PRODUCTION  INDICATORS 


Change  from  last  week;  -0.1% 
Change  from  last  year:  9.0% 


Change  from  last  week:  0.1% 
Change  from  last  year:  8.7% 


LEADING  INDEX 

Apr.  1=254.6    —  230 
1967=100 


Apr  Aug.  Dec.  Apr 

1994  1994  1994  1995 

idexes  are  4-week  moving  averages 

production  index  fell  slightly  during  the  week  ended  Apr.  1.  Before 
ulation  of  the  four-week  moving  average,  the  index  was  unchanged  at 
.1.  For  the  entire  month  of  March,  the  production  index  fell  to  122.8, 
1  123.2  in  February. 

leading  index  edged  higher  in  the  latest  week.  The  unaveraged  index  also 
,  to  255.5,  from  255.  The  March  index  stood  at  254.6,  only  slightly 
/e  February's  reading  of  254.5. 

roduclion  mde«  copyngtit  1994  by  l^cGraw-Hill  Inc  BW  leading  inde*  copyright  1994  by  CIBCR 


m 


ING  INDICATORS 


ICK  PRICES  (4/7)  s&p  500 

LATEST 
WEEK 

505.04 

WEEK 
AGO 

502.63 

YEARLY 
%CHG 

13.1 

tPORATE  BOND  YIELD,  Aaa  (4/7) 

8.05% 

8.08% 

1.9 

USTRIAL  MATERIALS  PRICES  (4/7) 

114.0 

113.9 

NA* 

ilNESS  FAILURES  (3/31) 

304 

288 

-4.7 

iL  ESTATE  LOANS  (3/29)  billions 

$470.1 

$468.5 

11.1 

<EY  SUPPLY.  M2  (3/27)  billions                  $3,604.9  $3,602.7r 

1.5 

DAL  CLAIMS,  UNEMPLOYMENT  (3/25)  thous 

338 

348r 

2.1 

rces:  Center  for  International  Business  Cycle  Research  (CIBCR),  Standard  & 
's,  Moody's,  Journal  of  Commerce  (index.  1990=100),  Dun  &  Bradstreet  (failures 
irge  companies).  Federal  Reserve,  Labor  Dept.  CIBCR  seasonally  adjusts  data  on 
less  failures  and  real  estate  loans.  'Historical  data  available  from  CIBCR 


ITEREST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

ERAL  FUNDS  (4/11) 

5.91% 

6.08% 

3,37% 

1MERCIAL  PAPER  (4/12)  3  month 

6.13 

6.14 

3.96 

TIFiCATES  OF  DEPOSIT  (4/12)  3  month 

6.12 

5.13 

3.90 

•D  MORTGAGE  (4/7)  30-year 

8.61 

8.59 

8.50 

USTABLE  MORTGAGE  (4/7)  one  year 

6.40 

5.37 

4.98 

ME  (4/12) 

9.00 

9.00 

5.25 

■ces:   Federal  Resen/e.  HSH  Associates,  Reuters  Holdings  PLC 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (4/8)  thous.  of  net  tons 

1,995 

1,980# 

5.1 

AUTOS  (4/8)  units 

128,882 

147,418r# 

6.5 

TRUCKS  (4/8)  units 

117,118 

119,651r# 

13.5 

ELECTRIC  POWER  (4/8)  millions  of  kilowatt-hrs.  54,197 

54,969# 

3.4 

CRUDE-OIL  REFINING  (4/8)  ttious  of  bbi  /day 

13,512 

13,478# 

2.8 

COAL  (4/1)  thous.  of  net  tons 

20,953# 

21,226 

1.2 

PAPERBOARD  (4/1)  thous.  of  tons 

931.4# 

923.4 

4.6 

PAPER  (4/1)  thous.  of  tons 

859.0# 

849. Or 

5.9 

LUMBER  (4/1)  millions  of  ft. 

436.4# 

449.9 

-5.8 

RAIL  FREIGHT  (4/1)  billions  of  ton-miles 

24.4# 

24.2 

8.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept..  American  Forest  &  Paper 
Association.  V;/WPA',  SFPA-.  Association  of  American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (4/12)  $/troy  oz. 

390.050 

392.050 

2.2 

STEEL  SCRAP  (4/11)  #1  tieavy,  $/ton 

137.50 

137.50 

0.0 

COPPER  (4/8)  <t/\b. 

143.3 

145.1 

57.8 

ALUMINUM  (4/8)  iiib. 

91.8 

89.5 

48.0 

COTTON  (4/8)  strict  low  middling  1-1/16  in.,  ?/lb.  99.59 

97.42 

35.6 

OIL  (4/11)  $/bbl. 

19.84 

19.07 

24.4 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYtVlEX 

market.  Metals 

Week,  [VIemphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (4/12) 

83.88 

86.30  103.92 

GERMAN  MARK  (4/12) 

1.40 

1.38 

1.71 

BRITISH  POUND  (4/12) 

1.59 

1.61 

1.47 

FRENCH  FRANC  (4/12) 

4.89 

4.83 

5.85 

ITALIAN  LIRA  (4/i2) 

1723.8 

1718.1  1635.0 

CANADIAN  DOLLAR  (4/12) 

1.38 

1.39 

1.38 

MEXICAN  PESO  (4/12) 

6.175 

6.465 

3.354 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
lent.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


SING  STARTS 

day,  Apr.  18,  8:30  a.m.  ►  March 
ng  starts  are  expected  to  have  risen  to 
inual  rate  of  1.35  milhon,  up  from 
million  in  February.  That's  the  median 
ction  of  a  survey  of  economists  by  mms 

1-  lational,  a  unit  of  McGraw-Hill  Inc. 
w^eather,  which  also  inflated  March 

3!  ruction  employment,  will  buoy  the 
.  number.  Weak  demand  and  downbeat 

L  ers'  surveys  suggest  little  strength  this 

3  g,  though. 

I  RNATIONAL  TRADE 

'  >esday,  Apr.  19,  8:30  a.m.  ►  The  mms 
J  y  expects  the  February  balance  of 
<   in  goods  and  services  to  post  a  defi- 


cit of  $10.2  billion,  less  than  January's 
$12.2  billion  gap.  Exports  are  expected  to 
rise,  but  they  will  be  held  back  by  another 
steep  drop  in  shipments  to  Mexico. 
Imports  will  also  edge  lower,  according  to 
the  survey,  but  by  less  than  exports.  The 
trade  deficit  is  on  track  to  exert  a  strong 
negative  influence  on  first-quarter  growth 
in  real  gross  domestic  product. 

UNEMPLOYMENT  CLAIMS 

Thursday,  Apr.  20,  8:30  a.m.  ►  New  week- 
ly claims  for  jobless  benefits  appear  to  be 
moving  into  the  340,000-to-350,000  range 
for  the  week  of  Apr.  15.  The  four-week 
average,  which  has  been  trending  higher 
recently,  stood  at  342,500  at  the  end  of 


March — the  most  in  nine  months.  That  rise 
reflects  at  least  a  slight  easing  in  labor 
market  conditions  as  retail  sales  and  indus- 
trial output  have  slowed. 

FEDERAL  BUDGET 

Friday,  Apr.  21,  2  p.m.  ►  The  mms  survey 
expects  the  U.  S.  Treasury  to  report  a 
March  deficit  of  $40  billion,  up  from 
$32.3  billion  in  March  of  last  year.  Even 
so,  the  federal  deficit  is  on  track  to  finish 
the  year  some  10%  to  15%  below  last 
year's  deficit  of  $203.3  billion.  Although 
delays  in  tax  refunds  may  be  boosting 
receipts  temporarily,  the  deficit  may  yet 
come  in  below  the  Congressional  Budget 
Office's  projection  of  $176  billion. 
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Editorials^ 


ADVICE  TO  JAPAN:  START  IMPORTING  MORE 


Currency  traders  call  it  the  "red  zone,"  that  dangerous 
area  where  the  dollar  drops  to  75  yen.  With  the  dollar 
not  much  above  80,  alarm  bells  are  going  off.  The  green- 
back is  firming  against  the  German  mark  and  the  yen  stands 
exposed  as  the  global  problem  cun-ency,  which  no  amount  of 
financial  fine-tuning  can  fix.  The  dollar  crisis  has  become  a  yen 
crisis,  in  tnith  an  import  crisis.  Japan's  only  hope  of  regaining 
control  of  its  cuiTency  is  to  lower  its  trade  barriers. 

The  faint  sound  of  protectionist  walls  cnimbhng  may  al- 
ready be  heard.  Some  Japanese  politicians  are  now  openly 
talking  of  accepting  the  original  Clinton  Administration  plan 
for  specific  U.  S.  import  targets.  Liberal  Democratic  Party  pol- 
icy chief  Koichi  Kato,  for  example,  is  saying  that  Japan 
should  accept  a  concrete  plan  to  cut  its  trade  surplus  by  a 
specific  date  and  amount.  Masaru  Hayami,  chairman  of  the  As- 
sociation of  Corporate  Executives,  says  Japan  should  "com- 
pletely deregulate  and  liberate  its  markets." 

The  yen  problem  goes  far  beyond  the  U.  S.  The  Japan 
that  says  "no"  to  the  U.  S.  on  trade  is  also  saying  "no"  to  the 
rest  of  Asia.  Malaysian  Prime  Minister  Mahathir  Mohammed, 
the  most  pro-Japan  leader  in  Asia,  complains:  "Manufactured 
products  were  and  still  are  almost  entirely  restricted — except 
for  those  manufactured  by  Japanese-ovmed  industries  located 
overseas."  Malaysia  is  not  alone:  The  collective  trade  deficit  of 
the  sLx-member  Association  of  South  East  Asian  Nations 
with  Japan  is  higher  than  America's. 

Japan  is  also  saying  "no"  to  renegotiating  Asia's  huge  yen- 
debt  overhang.  Japan  has  lent  Asian  countries  $100  billion  in 
yen  credits,  but  these  nations'  exports  go  mainly  to  the  U.  S., 
which  pays  in  dollars.  Thus,  Asia  must  pay  off  its  yen-denom- 
inated debts  with  depreciating  dollars.  As  they  sell  dollars  and 
buy  yen  to  pay  off  their  debt,  Asian  countries  send  the  super 
yen  even  higher 


The  policies  erected  by  Japan  to  protect  its  domestic  ma 
ket  are  now  doing  the  opposite.  By  curbing  imports,  Japi 
has  created  a  monster  yen  that  is  eroding  the  competitivene 
of  the  nation's  manufacturers.  The  most  efficient  industries  a 
abandoning  the  country  to  set  up  shop  offshore,  leaving  tl 
most  ineflBcient  behind.  It  is  a  disastrous  policy  for  any  natic 

What  else  short  of  a  breakthrough  in  trade  talks  can  st( 
the  yen  from  hitting  60  or  70  to  the  doUai'?  Washington  is  n 
about  to  help  by  i-aising  interest  rates.  After  all,  U.  S.  inflati 
is  low,  the  economy  is  healthy,  and  the  stock  and  bond  m 
kets  are  perfonning  well.  The  solution  has  been  staring  Tok 
in  the  face  for  more  than  a  decade — autos.  Two-thirds  of  t 
U.  S.  trade  deficit  is  in  cars  and  parts.  It's  time  to  do  a  de 

This  is  what  it  should  look  hke:  Japanese  manufacture) 
who  own  the  auto  dealers  in  Japan,  should  tell  them  to  bej 
offering  American  cars.  The  same  Japanese  auto  makei 
who  have  previously  committed  themselves  to  buying  $ 
billion  of  American-made  paits,  should  double  theii*  purchj 
es.  Finally,  the  Japanese  govenmnent  should  begin  to  loos 
its  stringent  regulations  on  foreign  cars.  It  costs  $10,000  p 
Jeep  just  to  meet  Japanese  safety  inspections. 

Detroit,  for  its  part,  must  tailor  cars  to  the  Japanese  mi 
ket.  Chrysler  is  already  making  right-hand-drive  Jeeps.  Fo 
and  General  Motors  have  made  right-hand-drive  autos 
Britain  for  decades.  Why  not  in  Japan? 

Washington  has  one  major  card  to  play.  The  Commei 
Dept.  administers  "foreign  trade  zones"  at  Japanese  ai 
plants  throughout  the  U.S.  The  zones  let  companies  imp( 
Japanese-made  components  tariff-free.  Despite  the  availabil 
of  cheaper  U.  S.  parts,  the  Japanese  persist  in  importing  \ 
Hons  in  components.  Unless  Japan  opens  its  market  to  Am' 
ican  cai-s,  there  is  no  reason  to  provide  subsidies  to  Japan( 
imports.  This  is  a  quid  pro  quo  that  should  be  enforced. 


HAIL  TO  THE  CEO.  WHY  JUST  THE  CEO? 


Pay  for  performance  is  an  excellent  idea,  and  last  year 
Corporate  America  received  one  heck  of  a  lot  of  perfor- 
mance for  the  pay  it  gave  CEOs.  In  a  yeai*  when  profits  shot 
up  a  staggering  34%,  the  average  salary  and  bonus  of  chief 
^  ecutives  climbed  only  10%,  to  $1.4  milhon,  says  business 
''i:'s  45th  annual  Executive  Pay  Scoreboard.  Not  bad. 
"i^'ot  the  whole  truth,  either  Under  heavy  pressure  from  in- 
stifi.  'inal  holders  and  regulators,  companies  have  been  shift- 
ing -1  ;re  and  more  of  CEOs'  pay  into  stock  options.  That  ties 
comj  :-arion  du-ectly  to  stock  performance.  The  more  the 
shart    ! make,  the  more  the  CEOs  get.  Fine. 

But  L;  ^t  •  ear,  the  stock  market  performed  dismally,  vdth 
sharply  ri.-;ii\.:  interest  rates  canceling  any  benefit  from  high- 
er earnings.  S  most  CEOs  tucked  their  options  away  for  a 
more  auspiciou.-  moment.  The  first  quarter  of  this  year,  vAth 


the  Standard  &  Poor's  500-stock  index  up  9%,  provided  tl 
moment.  Chief  executives  probably  exercised  options  ir 
big  way.  That  means  total  compensation  will  probably  si 
rocket  in  1995.  Which  is  just  fine,  too.  They  earned  it. 

But  that  doesn't  mean  the  CEOs  deserve  it  all.  Increasi] 
ly,  boards  ai-e  taking  a  chief-executive-as-superstar  approj 
to  compensation,  allocating  up  to  25%  of  all  options  to  ( 
person.  There  certainly  are  superstars  in  the  corporate  u 
verse,  such  as  AUiedSignal  Inc.'s  Chairman  and  ceo  Lawreii 
A.  Bossidy,  who  has  boosted  the  company's  market  va 
from  $4.5  biUion  to  $10  bilUon  during  his  four-year  reii 
Yet  in  the  global  marketplace,  no  one  individual  ever  batt 
alone.  In  an  era  obsessed  with  team  play  and  horizontal  * 
ganizations,  the  rewai'd  for  victory  at  many  companies  s! 
goes  to  the  top-of-the-pyramid,  hierarchical  boss.  Too  bad'^ 
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All  it  takes  is  one  call  to  a  PSINet"  Internet  sales  consultant  to  understand  how  your  company  can  integrate  its 
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us  bring  Internet  support  to  youi  business  activities.  PSINet  uses  only  tested  and  approved  technologies, 
including  analog  and  ISDN  dialup,  as  well  as  dedicated  leased  line  services.  Whether  your  organization  is 
considering  casual,  "on-demand"  access,  or  24-hour  high-speed  attachment,  we  have  a  service  that  can  work 
for  you. 

One  call  to  PSINet  and  find  out  why  the  Internet  starts  here.    1 .800.82.psi.82 

Voice:  1 .800.827.7482  /  L703.709.0300      •      FaxBack:  1 .800.faxpsi  1       •      World  Wide  Web:  http://www.psi.net/ 


I9'»5  by  Performance  Systems  International,  Inc.  PSINet  and  the  PSINet  logo  are  registered  trademarks. 
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